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Executive Summary
In December, the Managing Committee for coordination of work on preparation of the updated Energy
Strategy of Ukraine until 2035 chaired by the Vice Prime Minister Volodymyr Kistion recommended to take
the draft document as a basis for further expert and public discussion and follow-up revision, and the MECI
published the text on its website.
In the natural gas sector, in the context of the governmental plans to increase gas extraction in Ukraine,
the Parliament has not supported reduction of the rent for gas extraction. On the other hand, the
Parliament has approved a new scheme of funds distribution between general and local budgets. At the
same time, the Ukrainian side, together with foreign colleagues, is attempting to address the problem of
increasing use of the pipelines bypassing Ukraine by Russia.
In the electricity sector, drafting the legislative framework, which is essential for the sector, has been
deferred to the next year. The Parliament failed to consider the draft Law “On the Electricity Market of
Ukraine” in the second reading. The Government also faces the problem of accumulating arrears owed to
miners.
What concerns energy efficiency, here, along with the optimistic signals resulting from the development
and registration of respective legislation with the Verkhovna Rada, there are still backlogs in systemic
crediting of energy efficiency, and lack of certainty as regards monetisation of subsidies etc.
In the field of environment, progress is stalled as a result of delays with vetoed draft laws on environment
impact assessment and strategic environmental assessment. There’s a risk that those legislative drafts will
be delayed, which is going to prolong the period during which those respective issues will remain unsettled,
and Ukraine, therefore, will be unable to fulfil its commitments in the sector.
The situation in the sector of oil and oil products can also be characterised by lack of law-making efforts
and legislative regulation. Therefore, the objectives for 2016, which could have enabled the progress in the
sector, remain unfulfilled, which automatically adds to the objectives to be met during the next year.
Progress in the area of business climate this month was mainly in the realm of establishing a dialogue and
creating co-operation platforms as well as encouraging informational transparency of the public authorities
operating in the energy sector. It is insufficient but necessary for the further development of a proper
working dialogue and mutual understanding with business environment.
Abbreviations:
AA — Association Agreement
CMU — Cabinet of Ministers of Ukraine
Commission — European Commission
DHP — district heating provider
FES — fuel and energy sector
GDS — gas distribution system
GTS — gas transportation system
INSC — Instruments for Nuclear Safety Co-operation
МЕCI — Ministry of Energy and Coal Industry of Ukraine
NAK — Naftogaz of Ukraine National Joint Stock Company
NEPURC — National Energy and Public Utilities Regulatory
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Gas
In December, no considerable changes took place in the reform of legal framework of the gas market. In
the context of the budget decentralisation processes, a new system of distribution of revenues from the
natural gas rent between general and local budgets was introduced. At the same time, the rates of the
natural gas rent has not changed. Along with it, a draft Law on specific aspects of leasing out Stateowned gas distribution systems (GDSs) as approved by the Government has been registered with the
Parliament.
A Working Group for the acceleration of Naftogaz restructuring headed by the Vice Prime Minister
approved amendments to the Naftogaz restructuring action plan, which provide for updating the
deadlines and objectives of that plan. Amendments to the Company’s Articles of Association have also
been approved. In mid-December, the Parliament adopted a new version of Naftogaz’s Articles of
Association (Resolution No. 1044) by approving amendments aimed at conflict-free functioning of
Ukrtransgaz PJSC during the transitional period (until a new GTS operator commences its operation).
The Presidents of Ukraine and Poland have made a stand against the Commission’s decision giving
Gazprom increased access to the OPAL pipeline, which opens an opportunity for Russia to increase gas
supplies via pipelines bypassing Ukraine. According to their joint statement that decision is unacceptable
not only from the viewpoint of disruption in supply through Ukraine and Poland but also from the
viewpoint of energy security of the EU Member States, and therefore, it should be reconsidered.
Meanwhile, in 2016, gas transit to Europe via Ukrainian gas transportation system has considerably
increased (by 23%) and reached 82.2 billion cubic metres.
Directive 2009/73/EC concerning common rules for the internal market in natural gas and repealing
Directive 2003/55/EC (AA: Articles 338, 341, Annex XXVII) pursuant to Article 278 of the AA
The Parliament has approved amendments to the Budget Code (No. 30381) insofar as the concern
allocation of the part of revenues from the rent for oil, natural gas and gas liquid extraction in the following
proportions: 2% — to village, township and town/city budgets, 1.5% — to oblast budgets, and 1.5% — to
the budgets of respective raions (before those amendments were approved, the whole amount had gone
to the State Budget of Ukraine). Financial opportunities to be given to local budgets since 2018, will not
only contribute to improvement of environmental and economic situation but will increase the locals’
interest in the development of the gas extraction industry.
Amendments to the Tax Code2 insofar they concern reduction of rent rates for have also been approved.
However, unlike the oil rent which has finally been reduced from 41 to 21% (depending on the depth), the
proposals on reduction in the rates of rent for the extraction of gas condensate and gas from new
boreholes (launched after 1 January 2017) as approved in the first reading, were rejected in the second
reading. Some draft Laws on reduction in rates of gas rent (No. 54593, No. 5459-14) are pending
consideration in the Parliamentary committees.
The draft Law No. 52895 on bringing 13 other legislative acts in line with the Law of Ukraine "On the Natural
Gas Market” registered back in October, again, has not been considered in December.
Meanwhile, with the view of implementation of the Law “On the Natural Gas Market” insofar as it concerns
paid use of State-owned gas distribution systems the draft Law No. 55586 has been registered with the
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Parliament. If adopted, that draft Law will bind oblast gas companies to conclude new lease agreements
and pay leasing fees for the use of State-owned GDSs to the budget. An alternate draft Law No. 5558-17 on
specific aspects of leasing GDSs and elements thereof has also been submitted. The fundamental difference
of that document from the one submitted by the Government is that the lessor thereunder is not the State
Property Fund but “a State-owned undertaking designated by the Government”. That undertaking is likely
to be Naftogaz as a minority shareholder in GDS operators.
A bit earlier, a draft petition to the Government suggesting immediate action with the view of introduction
of paid use State-owned property as part of the GDS was submitted to the Parliament8. The MPs who
prepared that document, in particular, pointed out that delays would result in budgetary losses such as lost
revenues (UAH 930 million as from the day the Law of Ukraine “On the Natural Gas Market” entered into
force till December 2016).
On December 14, by its Resolution No 10449, the Government approved amendments to Naftogaz’s Articles
of Association as recommended by the governmental working group, and amendments to the regulations
on the company’s Supervisory Board and the Board of Directors. The same resolution approved the
versions of the above-mentioned documents, which regulated the company’s operations, to come into
effect as from 1 April 2017. All those amendments aim at improvement of Naftogaz’s corporate
management, creation of proper conditions for the performance of its functions by the GTS operator,
Ukrtransgaz, and prevention of conflicts between Naftogaz and Ukrtransgaz, which used to take place
earlier, during the reform process.
Along with that, the Government has expanded the scope of regulated gas prices for heat generating
companies to cover the provision of heating services and hot water supply to the State-financed
institutions. Respective amendments to that effect were included in the Regulation on imposing special
obligations on the natural gas market players (Resolution No. 93710), which will be in effect until 21 March
2017.
Meanwhile, Ukraine has considerably liberalised natural gas exports: in accordance with the Government
Resolution No. 100911, in 2017, gas export will not be subject to licensing and no quotas will be set in that
regard. The Government has also cancelled a number of resolutions in order to bring the legal framework in
line with the Law of Ukraine “On the Natural Gas Market”12; that decision was the result of the fact that the
issue of compensation of difference in tariffs for households, State-financed institutions and other gas
consumers was no longer relevant.
On its meeting on December 28, the Government adopted the Concept of the development of the gas
extraction industry until 202013. The key objective is to increase domestic gas extraction up to 27 billion
cubic metres by 2020, but the failure to approve reduced rent for new boreholes makes achievement of
those objective rather unrealistic. The Government officials, MPs, experts and representatives of mining
companies etc. took part in the development of that document.
During December, the NEPURC published two new draft Resolutions concerning the natural gas market: 1)
on approval of licensing conditions for economic activities14 and 2) on amending certain resolutions of the
NEPURC to introduce the use of energy units15 (so far, only for settlement purposes). The former draft
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document regulates licensing conditions for transportation, distribution and storage (injection,
withdrawal), LNG facility services and natural gas supply. The latter approves supplementing a number of
the NEPURC’s regulatory acts (including, payment documents) with the provisions on the procedure of
conversion of the natural gas volumes into the volumes of the energy supplied/consumed.
According to a new price list of Naftogaz16, as from 1 January 2017, the gas price, compared with the price
in December, has been reduced by 2.4% — down to UAH 8,374.8 for 1,000 cubic metres. Exception is
industrial and other categories of customers who are not covered by the provision on imposition of special
obligations and are not in debt to Naftogaz and purchase 50,000 cubic metres or more on a pre-paid basis17
— they are offered a price of UAH 7,551.6 for 1,000 cubic metres (reduction by 2.9%).
Regulation (EU) No. 715/2009 on conditions for access to the natural gas transmission networks and
repealing Regulation (EC) No. 1775/2005 (AA: Articles 338, 341, Annex XXVII) pursuant to Article 278 of
the AA, trade-related issues (Articles 269–274 of the AA):
The Presidents of Ukraine and Poland agreed on the acceleration of construction of the gas
interconnector18 between the countries, with the total length of 99.3 km, with the feasibility study for the
project already carried out by the GTS operators.
On December 8, representatives of the national
operators — Ukrtransgas PJSC and GAZ-SYSTEM S.A. — signed the Agreement on the rules of interaction
between the GTSs through the future interconnector between Ukraine and Poland 19. The agreement
provides for co-operation between the GTS operators of both countries in performing design and
construction works.
The NEPURC has published its decision on the full implementation of the Commission Regulation (EU)
No. 312/2014 in domestic legislation20. To ensure that implementation, the regulator drew up and adopted
the protocol resolution providing that amending the GTS Code will have been considered before 1 April
2017, which will make it possible to introduce the daily balancing mechanism in the gas market subject to
availability of the respective IT-platform for the GTS operator; the Committee of the Verkhovna Rada of
Ukraine on Fuel and Energy Complex will be addressed with regard to the initiation of amendments to the
Law of Ukraine “On Public Procurement”. Setting up of the IT-platform ensuring daily balancing of gas
prices, in particular the issue of respective schedule and cost are also being considered by the working
group established on the basis of the MECI21.
Directive 2004/67/EC concerning measures to safeguard security of natural gas supply (Articles 338, 341,
Annex XXVII to the AA), functioning of an 'Early Warning Mechanism' (Annex XXVI to the AA), reacting to
an emergency situation (Articles 275–276, 309, 314)
The total past due debt of the heat supplying companies to Naftogaz as of 27 December 2016 was
UAH 22.3 million, of which UAH 6.7 billion had been accumulated during 201622. Debt of DHPs and CHPPs
for the natural gas used for heat generation is about 83% of the total debt, and the debt of CHPPs for the
natural gas used for electric power generation is about 9%, the debt of the direct consumers is about 8%.
To prevent further accumulation of OPP’s debt for natural gas and maintain its investment attractiveness,
the Government agreed to the proposal of the State Property Fund on restructuring the OPP’s debt to
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Naftogaz for the next two years (Ordinance No. 1018-р23). Repayment of the debt is planned to be
commenced from 1 April 2017 in equal instalments, interest free. At the same time, it was announced that
the OPP had presented a counter-proposal to temporarily suspend production24.
It was reported that no accord on the gas purchase additional agreement between Naftogaz and Gazprom
had been reached during the trilateral negotiation in Brussels facilitated by the Commission25. Andrii
Koboliev, CEO at Naftogaz, said that without such an agreement signed, his company is not planning to
resume negotiations on gas purchase with Gazprom until the end of the heating season.
Along with that, on 30 December 2016, Naftogaz signed a credit agreement with CitiBank and Deutsche
Bank26, which opened a credit line (EUR) against a guarantee of the World Bank27 for the amount equivalent
to 500 million US dollars. The agreement’s duration is four years — 2 years for purchasing gas and 2 years
for repaying the credit.
Not only Ukrainian and Polish leadership, as it was stated during the joint press-conference on December 2
in Warsaw28, argues for cancelling the Commission’s October decision on the OPAL pipeline as such that
grants Russia wider access to the European gas market and thus undermines the EU energy security
principles, but the same statements were made by heads of national companies of both countries. Polish
PGNiG challenged that decision29 referring to damage to its interests as well as to violation of the effective
EU standards on competition, protection of third parties’ interests and proportionality. PGNiG’s President
of the Board Piotr Woźniak stated that on December 4, their German subsidiary company had lodged a
claim against the Commission’s decision with the ECJ and requested to suspend its implementation both by
the Commission and the German regulator (Bundesnetzagentur).
On December 6, Naftogaz of Ukraine PJSC applied to Bundesnetzagentur30, requesting the latter to apply
general procedure of administrative decision-making for the agreement regulating conditions of access,
which had been concluded between the above-mentioned regulator and Gazprom and its affiliated
companies with the view to amend the decision of 2009 concerning OPAL pipeline. Naftogaz requests being
allowed to participate in that administrative procedure for the purpose of presenting its official position
and gaining access to the texts of the agreement itself and the Commission’s decision of 28 October 2016,
which has not been published until now.
According to ENTSOG31, from 22 to 28 December (after the Commission’s decision on OPAL) Gazprom had
increased daily volumes of gas supplies from 57.1 to 80.5 million cubic metres, with almost all surplus
volumes pumped through OPAL. According to NAK’s calculations32, use of the Nord Stream-OPAL route has
increased by 41%, and OPAL’s work load from 50% to over 80%. During that period, daily volumes of transit
through the Ukrainian GTS to Slovakia have dropped from 148.9 to 120.8 million cubic metres (-19%), while
the general daily volume of gas supplies to Europe hasn’t actually changed. ENTSOG’s data make it possible
to assume that there is connection between increase in use of OPAL and reductions in gas supplies through
Ukraine and Slovakia.
On December 27,33 the ECJwas reported to have ruled in favour of the Polish PGNiG and suspended
implementation of the Commission’s decision on allowing Gazprom wider access to OPAL pipeline.
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Therefore, before considering the claim on the merits, Gazprom won’t be able to increase supplies through
the pipelines bypassing Ukraine.
EU Member States and the European Parliament agreed34 on permitting the Commission to verify gas
agreements with the third countries, such as Russia, in view of ensuring security of supply and protection
from anti-competition practices. The proposal is an essential part of the energy security package presented
by the Commission as far ago as in February 2016. Its main objective is enhancing gas market transparency
and making sure that the intergovernmental agreements are in compliance with the EU acquis and will not
result in disruption of gas supplies.
Corporate relations between Ukraine and the EU continue to strengthen. Naftogaz has become an
associated member of the European Federation of Energy Traders (EFET)35, which will give it access to latest
updates on the new rules and the EU acquis. Ukrtransgaz, the Ukrainian GTS operator, joined the coordination team of the European operators’ dispatcher services, which is to operate under the aegis of
ENTSOG, and on December 22, the company took part in the first group meeting of that team36. The
group’s major objective is early warning of any possible crisis likely to occur in gas transmission networks.
According to Ukrtransgaz37, Ukraine’s consumption of natural gas in 2016 has reduced from 31.4 billion
cubic metres (2015) to 30.3 billion cubic metres, i.e. by 4%. To cover domestic demand, Ukraine used
domestically produced natural gas i(20.2 billion cubic meters) and gas imported (11.1 billion cubic meters)
from Slovakia, Hungary and Poland. If compared with the 2015 indicators, domestic gas production has
increased by 1.5%, and imports have reduced almost twice (2015 — 19.9 billion cubic meters).
At the same time, according to Ukrtransgaz’s data38, gas transit through the Ukrainian GTS for end-users in
Europe has grown in 2016 by 23% and amounted to 82.2 billion cubic metres. In particular, in December
2016, 8.4 billion cubic meters was transported for European end-users, which by 25% exceeds the volume
transported during the same period in the previous year. In fact, thanks to revenues from transits, Naftogaz
was able to generate its major part of net income for 9 months of 2016 in the amount of UAH 25.5 billion39.
Ukrtransgaz, traditionally, fulfils requests for gas transportation through Ukraine’s territory on time and in
full. The Ukrainian border GMSs are reliable enough to maintain contractual pressures, unlike Gazprom
which stills fails to do so40. Already on 3 January 2017, the contractual pressure at the Russian border GMS
Sudzha was 54.1 atmospheres, which is by 10% lower that the pressure required by the contracts41.
The Commission’s monitoring mission visited Ukraine in December42 and examined the entire information
package on the natural gas transits through the Ukrainian GTS, as well as analysed the problem of failure to
maintain adequate pressure on the Russian GMSs. Based on the results of the visit, the parties have agreed
on the action plan to prevent degradation of the situation with gas supplies and on the extension of the list
of information to be submitted by Ukrtransgaz to the Commission on a daily basis, including data on
pressures at the entrance and exit points of the Ukrainian GTS.
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Assessment of Ukraine’s progress: 53 out of 100
Most laws and secondary legislation have been developed and adopted. The drafting efforts aim at
either further bringing of the legislative framework in line with the Law of Ukraine "On the Natural Gas
Market” or at the implementation thereof. There are no cases on dispute settlement initiated by the
Energy Community Secretariat.
Realization of the NJSC Naftogaz of Ukraine restructuring plan aiming to unbundle natural gas
transmission and storage (injection, withdrawal) functions has been launched. In particular, provisions
on the creation of the new GTS operator have been complied with but there are no legal grounds for the
transfer of assets so far.
The issue of compliance with legislation on the part of the GDN operators as well as the data on retail
market concentration (number and shares of the major suppliers) are still difficult to estimate because
the NEPURC has no data on the results of the public control measures in 2016.
Only one third of the market (about 30%) has been liberalized and has a high level of price competition.
The other market segments — in particular gas supply to households, heating companies — function in
the provisional price regulation regime under special obligations (until 1 April 2017). In view of the
aforesaid, households cannot actually switch between suppliers.
Payment discipline in the regulated market segments is still unsatisfactory. As of December 2016,
average current payments by DHPs and CHPPs to Naftogaz were about 73%. Due to the OPP’s debt (over
UAH 1 billion) for gas supplies under special obligations, liabilities of industrial consumers have doubled.
According to the results of 2016, dependence on imports remains at over 35% but the structure of
imports has been diversified and involves a large number of suppliers. No disruptions in gas supplies
took place in the last reporting period.

Electricity and Nuclear Security
The Parliamentary Committee on Fuel and Energy Complex failed to consider and recommend for the
second reading the draft Law “On the Electricity Market of Ukraine” (No. 4493) owing to lack of quorum
after several MPs from the Opposition Block faction left the Committee’s meeting. At the same time,
MPs proposed to cancel the de facto ineffective law “On Fundamentals of Operation of the Electricity
Market of Ukraine” (draft Law No. 5625).
In the exclusion zone, the Government plans on construction of a solar power plant and is attempting
to attract investors; the State Agency of Ukraine for Exclusion Zone Management (SAEZM) has
announced the call for bids to claim land parcels for construction of respective facilities. Almost until
the end of December, arrears to the miners had remained due and the issue had not been resolved in
full. However, the Law of Ukraine "On the Introduction of Amendments to the Law of Ukraine “On the
State Budget of Ukraine for 2016” (concerning State support of State-owned coal-mining enterprises in
partial covering of expenditures from the cost of finished marketable coal”) as adopted by the
Verkhovna Rada and signed by the President, provides for addressing that issue.
Directive 2009/72/EC of 13 July 2009 concerning common rules for the internal market in electricity and
repealing Directive 2003/54/EC (Article 269, Chapter 11, Title IV of the Association Agreement between
the EU and Ukraine)
On December 7, the Parliamentary Committee on Fuel and Energy Complex was forced to discontinue its
vote on amendments to the draft Law “On the Electricity Market of Ukraine” (No. 4493) because of the
lack of quorum, after MPs from the Opposition Block faction, Artur Martovytskyi and Yulii Ioffe, had left
the meeting.43 Consideration of the draft Law was adjourned to sometime in February 2017.
In this context, Liudmyla Vlasenko, the Deputy Director of the MECI’s Department of Electric Energy
Complex, the Chief of subdivision for operations on power supply and work with consumers, informed 44
that the MECI working group, together with representatives from the NEPURC, energy supplying
companies, with the view of simplification and improvement of procedure of connection of consumers’
electrical installations to electricity networks, has refined the draft Law “On the Electricity Market of
Ukraine” (reg. No. 4493), including Article 21 (Connection of Electrical Installations to Electricity
Networks) and changed conceptual approaches to the procedure of connection to electricity networks.
The proposed amendments to the draft Law do not suggest the need of reference to a distance from the
customer’s facility to the point of connecting to capacities, as it is currently provided for the standard
connection (300 metres in a straight line from the point of connecting to capacities), to the voltage at the
connection point; to the electricity supply reliability category; to the connection configuration (singlephase or three-phase system); to rural or urban location of the facility. Moreover, as a general case, it was
proposed to bind the distribution system operator to perform the whole set of works relating to the
connection on a turnkey basis, and namely to identify independently a point of connecting to capacities,
develop and agree upon the design documentation in relation of construction, reconstruction and/or
technical re-equipment of external power supply networks connected to the customer’s electrical
installations, take measures on siting of land plots for construction of electric power facilities, carry out
works on construction and commissioning and start-up.
On December 12, the draft Law “On the Introduction of Amendments to the Law of Ukraine “On the
Electricity” Concerning the Conditions of Suspension of Electricity Supply to Meet Domestic Needs to
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Electricity and Nuclear Security
Households” initiated by MP Yurii Bublyk (Petro Poroshenko’s Bloc) was registered with the Parliament.45
That draft Law proposes to cut electricity supply to households after only three months of non-payment
and only in case if the debtor fails to provide the schedule of repayment of his debts. During winter time,
it is suggested to impose a moratorium on cutting off electricity supply, in particular to vulnerable and
disadvantaged households.
On December 23, MP, member of the Volia political party registered the draft Law “On the Introduction of
Amendments to Certain Legislative Acts of Ukraine (Concerning Particular Issues of Applying AntiCorruption Mechanisms to the National Energy and Public Utilities Regulatory Commission’s Chairman
and Members and Ensuring Independence of that Commission)”.46 The draft Law proposes that the
NEPURC members be elected by the Parliament, submit e-declarations dating back as early as 2015, and
other anti-corruption measures which are reasonable in the author’s opinion.
On December 29, Oleksandr Dombrovskyi and a group of MPs registered the draft Law “On Repealing the
Law “On the Principles of Operation of the Electricity Market in Ukraine” (No. 5625)47; that Law entered
into force on 1 January 2014 and implemented the EU 2nd Energy Package. By signing the Protocol of
Accession to the Treaty Establishing the Energy Community, Ukraine undertook to apply the rules of the
3rd Energy Package as from 1 January 2015. In view of the commitments taken, on 22 September 2016,
the Parliament adopted in the first reading the draft Law No. 4493 “On the Electricity Market of Ukraine”
submitted by the Cabinet of Ministers. To avoid discrepancies and taking into account that currently,
there are no preconditions which could ensure functioning the an electricity market in accordance with
the new model, and operations of the wholesale electricity market have to be suspended as from the
determined date, there is a need to settle the issue of the functioning of the electricity market for the
period before adoption of the Law “On the Electricity Market of Ukraine” by the Verkhovna Rada of
Ukraine.
Regulation (EC) No. 714/2009 of 13 July 2009 on conditions for access to the network for cross-border
exchanges in electricity and repealing Regulation (EC) No. 1228/2003 (AA: Article 270, Chapter 11, Title
IV)
During the auction on December 29, Ukrenergo NEC sold the export interconnector to five Ukrainian
companies for electricity supplies to Europe from Burshtyn TPP Island during January 2017, with the total
capacity of 810 MW.48

Regulation (EC) No. 714/2009 of 13 July 2009 on conditions for access to the network for cross-border
exchanges in electricity and repealing Regulation (EC) No. 1228/2003 (AA: Article 271, Chapter 11, Title
IV)
On December 13, representatives of Ukrenergo NEC took part in the third meeting of the Electricity SubGroup of the Security of Supply Coordination Group at the Energy Community Secretariat, during which
the Commission presented the new draft Energy Package: Clean Energy for All Europeans in the context of
electricity which was proposed by the Commission on November 30 this year, as well as the latest
developments in the legislation, and particularly the EU network codes. During the consideration of the
System Operation Guideline, the new draft ENTSO-E network code comprising all three operational codes:
Network Code on Operational Planning and Scheduling (OPS), Network Code on Operational Security (OS)
45
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and Network Code on Load Frequency Control and Reserves (LFCR), representatives of the Energy
Community Secretariat considered the necessity to discuss ways of its introduction in the Contracting
Parties to the Energy Community and left open the possibility of consideration of that issue during one of
the following meetings of the Permanent High Level Group (PHLG). Representative of Ukrenergo
emphasised on the importance of harmonisation of the national network codes with the ENTSO-E codes
and proposed to hold a separate meeting of the Electricity Sub-Group of the Security of Supply
Coordination Group to discuss this issue in spring next year. Before the proposed meeting takes place, the
parties of the Energy Community will be able to prepare their proposals and vision of the documents
concerned and the terms for the implementation thereof, which received general support from the
meeting participants. During the meeting, the ENTSO-E annual report for the period of 2016-2017 Winter
Outlook 2016/2017 and Summer Review 2016 was presented, in which the ENTSO-E suggests its
estimates of readiness of the EU energy systems for the winter period; reports were heard on security of
supply and readiness of the energy systems for the autumn and winter period of the Contracting Parties
to the Energy Community, including Ukraine.49

Directive 2009/72/EC of 13 July 2009 concerning common rules for the internal market in electricity and
repealing Directive 2003/54/EC (AA: Article 273, Chapter 11, Title IV)
On December 1, NEPURC adopted the Resolution No. 2125 whereby it approved the Action plan for State
control measures in respect of undertakings operating in the energy and public utilities sectors for 2017
and published it on the NEPURC’s official website.50
On December 20, the NEPURC, on its open meeting, approved a wholesale market price for electricity for
2017 at the level of UAH 1,285.06 for 1 MWh (VAT excluded) broken down by quarters: Q1 — UAH
1,341.57 for 1 MWh (VAT excluded); Q2, Q3 and Q4 — UAH 1,263.76 for 1 MWh (VAT excluded), and
adopted the Resolution No. 2326 to that effect51. The anticipated market price for electricity for 2017 was
calculated by the regulator based on the forecast electricity balance for the country’s UES for 2017
approved by the Energy Minister, forecast energy supplies in the country’s WEM for 2017, and taking into
account sale tariffs in the WEM, the tariff for electricity transmission through the bulk lines and
interconnectors, including payment for centralised dispatching control or Ukraine’s UES, volumes of
electricity transmission through the bulk lines and interconnectors and volumes of technical loss of
electricity in the bulk lines and interconnectors etc. By its decision, the NEPURC has reduced WMP: from 1
January 2017 — by 10% (to UAH 1,341.57 for 1 MWh (VAT excluded), and from 1 April 2017 — by 5.8% (to
UAH 1,263.76 for 1 MWh (VAT excluded). Total reduction of the effective WMP (UAH 1,490.63 for 1 MWh
(VAT excluded) will reach 15.2%.52
For January 2017, the NEPURC set different retail tariffs for electricity for consumers of 1st and 2nd voltage
classes (except for households), so the electricity tariffs in Kyiv and 12 oblasts will be reduced and
increased in 4 oblasts, while they will be reduced in other oblasts only for the 1st voltage class but increase
for the 2nd class. Before that, the NEPURC had set unified consumer tariffs for different voltage classes for
all energy companies in all regions of the country. In particular, for Kyiv, retail tariffs for the 1st class
consumers (large industrial consumers) will be reduced by 6.62% (by 10.41 kopecks per kWh) down to
146.87 kopecks per kWh, and for the 2nd class consumers — by 14.98% (by 29.5 kopecks per kWh) down
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to 167.49 kopecks per kWh. In accordance with the Commission’s decision, tariffs for both classes will be
raised for Luhansk Energy Association, Rivneoblenergo, Ternopiloblenergo, Khersonoblenergo.53
On December 21, the CMU adopted the Resolution No. 985on enhancement of reliability of operation of
Ukraine’s UES during the 2016/17 autumn and winter period. In particular, energy supplying companies
LEO and DTEK Donetskoblenergo are no more bound when settling accounts with Energorynok SE first to
repay debts for energy supplies to the territories temporarily out of Ukraine’s control. Also, preconditions
were created for following the schedule of accumulation of coal products in the heat power plants’
storage facilities, ensuring targeted use by generating companies of thermal power plants of the funds
making the investment component of the tariff for the generated electricity, and repayment by those
companies of their liabilities to Oshchadbank JSC.54
On December 29, the NEPURC published its draft Resolution “On approval of the Procedure for approval,
correction and withdrawal of the investment component in the electricity tariff”.55 In the regulator’s
opinion, adoption of that resolution will make it possible to use, in the most effective way, the financial
resources of the electricity sector by way of optimisation of tariffs for electricity sold in the Wholesale
Electricity Market of Ukraine by producers offering price bids, due to optimisation of the investment
component as approved for the purposes of implementation of the thermal power plants reconstruction
projects.
NEPURC has also published information on compliance by the oblast energy companies with the
Methodology of calculation of the price for connection of electric installations to the power mains
(NEPURC resolution of 12.02.2013 No. 115) and informed that value of the unit cost for non-standard
connection for each electricity transmission organisation will be approved in January 2017.56
On December 30, Ukrenergo NEC announced the introduction of the one-stop-shop principle for all
corporate customers that intend to connect to the company’s bulk network. Full functionality and up-todate interface will have been introduced by April 2017, and before that, the one-stop-shop system will
operate in test mode.57
Directive 2009/72/EC of 13 July 2009 concerning common rules for the internal market in electricity and
repealing Directive 2003/54/EC (AA: Article 274, Chapter 11, Title IV)
On December 14, during the meeting of the Managing Committee for co-ordination of work on
preparation of the updated Energy Strategy of Ukraine until 2035 chaired by Vice Prime Minister
Volodymyr Kistion, the draft Energy Strategy of Ukraine until 2035 was considered and recommended to
be taken as the basis for the purpose of further expert and public discussion and finalisation.58
Article 338, Chapter 1, Title V of the Association Agreement between the EU and Ukraine Cooperation
Agreements with IFIs
Representatives from the EU, the МЕCI, top officials of Dnipro Oblast Council and the city leadership, as
well as representatives of the public and specialists analysed the progress in implementing the project of
development of a long-term and eco-friendly strategy for putting out of service and rehabilitation of the
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uranium-processing facility Prydniprovskyi Chemical Plant59 (EU-funded project with the budget of UAH
1.1 million). During the implementation of that project, a need arose in taking additional measures for the
optimisation of public safety and protection of the site. For that purpose, the EU representatives
undertook to allocate additional EUR 3.5 million to finance those activities. At the same time, it was
decided to allocate additional EUR 5 million for the INSC 2017 programme in order to achieve priority
objectives of cleaning up and decommissioning of facilities inherited from the PCP.
On December 14, a meeting with the delegation of U.S. Defence Threat Reduction Agency (DTRA) was
held at the SNRIU with the view to consider the status of SNRIU’s Information and Crisis Centre
modernisation which is being carried out under the programme Powering the system of physical nuclear
security Ukraine in physical structure to global nuclear security with the assistance of the U.S.
Government via the Defence Threat Reduction Agency.60 DTRA Programme Manager Mr. Scott Crow
confirmed that the implementation of the project is going on in accordance with the approved plans and
ToR. Within the framework of the project, reconstruction of the energy supply system has been
conducted, and modernisation of the communication systems and computer equipment, and software, as
well as improvement of information security are in progress.
On December 12–15, a delegation headed by Halyna Karp, the First Deputy Minister, took part in the
Energy Community events, namely in the meeting of the Electricity Sub-Group of the Security of Supply
Coordination Group at the Energy Community Secretariat, Budgetary Committee and Permanent High
Level Group.61 And on December 18–19, Ms. Karp took part in the High-level Conference on the EU–
Ukraine Strategic Energy Partnership. On behalf of the Energy Community, Vice President of the European
Commission for the Energy Union Mr. Maroš Šefčovič and Vice President of the EIB Mr. Vazil Hudák took
part in the event. On behalf of Ukraine, the event was attended by heads of Naftogaz of Ukraine NJSC,
Energoatom NJSC, Ukrggidroenergo PJSC, SE Ukrenergo NEC, SE Energorynok, DTEK.62
On December 19 in Brussels, First Vice Prime Minister of Ukraine Mr. Kubiv and Vice President of the EIB
Mr. Vazil Hudák signed the Memorandum of Understanding between the Government of Ukraine and the
EIB. The Memorandum’s objective is strengthening co-operation with the EIB and implementation of
respective projects in 2017–2020, and in particular in the energy sector.63
On December 21, Minister Іhor Nasalyk met representatives of the USAID administration. During the
meeting, both parties underlined the importance of co-operation with the view to the implementation of
the EU energy directives in and achieving compliance of the legislation in force with the Third Energy
Package. Implementation of joint technical assistance projects will facilitate the creation of markets and
favourable environment for business and ensuring energy independence.64
Article 339, Chapter 1, Title V of the AA, Coal market
On November 21, the NEPURC, by its Resolution No. 2007, approved the decision of the Wholesale
Electricity Market Council of Ukraine of 18 November 2016 which introduced new rules of operation of
the Wholesale Electricity Market in Ukraine for the period from 25 November 2016 to 28 February 2017,
in accordance with which the dispatcher of Ukrenergo National Energy Company, in order to cover base
load, will primarily switch into the network power units of those TPPs whose coal reserves in their storage
facilities exceed those authorised for them by the MECI.65 However, in early December, the coal reserves
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in Ukrainian TPP storage facilities reduced compared to the previous months by 1.91% (by 38 thousand
tons) to 1,948 thousand tons.66 On December 11, 7 power units and 1 block of the TPP owned by SE
Tsentrenergo were out of reserve because of the lack of anthracite. At the same time, DTEK has been
accumulating its reserves and as of December 11, DTEK’s TPP storage facilities had 1.1 million tons of coal
which exceeded the minimum stock level set by the MECI.67 Since early December, TPPs owned by DTEK
Energo have increased daily average electricity generation by 37% as compared to the same period of the
previous year — up to 123 million kWh. To increase the reserves and achieve the diversification
objectives, DTEK concluded an export agreement for additional “Г” mark coal from Poland, and plans to
supply 100 thousand tons of Polish coal to the power plants as early as before the end of February 2017.
DTEK also continues to buy all free volumes of coal from State-owned mines.68 At the same time, during
the meeting of the Public Council at the MECI on December 15, Olha Buslavets, Director of the Electric
Power Complex Department, stated that coal reserves in the storage facilities of TPPs and CHPPs were
generally comparable with the levels of the same period in 2015.69 At the same time, the situation with
the accumulation of anthracite for which there is deficit, is currently better than during the previous year,
with the additional 200 thousand tons.70
In December, the State Fiscal Service of Ukraine informed that during the period January to November
2016, imports of bituminous coal and anthracite in monetary terms amounted to 43.3 million US dollars,
and compared to the same period of the past year, it reduced by 14.2% —down to 1.295 billion US
dollars. The largest importers of coal to Ukraine during that period were Russia (63.1% of total supplies,
which amounted to 817.4 million US dollars), USA (14.7%, which amounted to 190.8 million US dollars)
and Australia (5,9%, which amounted to 76.2 million US dollars), and other countries (16,3%, which
amounted to 210.6 million US dollars).71 At the same time, total production of energy and coking coal in
Ukraine in January – November 2016 increased by 1.8% compared to the same period of the past year —
up to 37.002 million tons from 36.351 million tons.72 However, coal mining companies subordinated to the
MECI reduced their output during the above-mentioned period by 14.3% (by 877.2 thousand tons) —
down to 5,276.1 million tons.73
On December 12, the NEPURC set a tariff for 34 CHPPs and co-generation installations for heat and
electric power from 1 January 201774, having fixed an average market price for coal on the European
market (based on average АРІ2 indexes on CIF terms in major ports of Western Europe) for the period
from November 2015 to November 2016 at the exchange rate 25.77249 UAH/USD): for the anthracite
group — UAH 1,757/ton, VAT excluded, for gas coal group — UAH 1,641/ton, VAT excluded.75
In December, the problem with arrears to workers of the coal industry remained, and particularly as of
the end of December, the debt amounted to over UAH 1 billion.76 However, on December 22, the Minister
of Energy, based on the Law of Ukraine “On the State Budget of Ukraine for 2016” (concerning State
support to coal-mining enterprises in partial covering of expenditures from the cost of finished
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marketable coal”) of 22 December 201677, promised to repay all the debts to the miners before 1 January
2017.78 He also stated that the budgetary legislative package provides for the next year UAH 1 billion for
material support of mines under the mechanism of state guaranties, UAH 1 billion for compensation of
difference between the coal price and its production cost, and UAH 800 million for restructuring of the
coal industry.79
On December 22, during the final annual press-conference, Іhor Nasalyk stated that the MECI planned to
annually reduce dependency on anthracite coal by 30% most of which had been supplied from the ATO
zone in volumes exceeding 9 million tons per year,80 and therefore, to do away with the dependency on
coal from the ATO zone within the following three years. The Minister stated that on March 1, the 2 nd
power unit of Zmiiv TPP which is the part of the State-owned company Tsentrenergo, will be switched to
gas coal, to be followed by the 5th power unit within the following three-month period. According to him,
this will enable the reduction of anthracite coal purchases by 1.5–2 million tons annually.81 He also
informed of the Ministry’s intention to increase price at which the State-owned coal-mining enterprises
sell their coal products. Іhor Nasalyk said that further development of State coal-mining enterprises would
aim at increasing both coal mining and logistical support.82
According to the MECI83, in the framework of the coal sector reform, the draft CMU Ordinance “On
certain issues of further operation of coal mining enterprises” insofar as it concerns establishment of the
National Coal Company has been submitted to the Government for consideration in December.

Article 342, Chapter 1, Title V of the EU–Ukraine Association Agreement, Cooperation in the nuclear
safety sector, Council Directive 2014/87/Euratom, Council Directive 2013/59/Euratom, Council Directive
2006/117/Euratom
Within the framework of implementation of certain provisions of Directive 2013/59/Euratom, SNRIU’s
head Serhii Bozhko, during the governmental meeting on December 14, presented the draft Law “On the
Introduction of Amendments to Certain Laws of Ukraine on Nuclear Power Utilisation” developed
pursuant to the EU–Ukraine Association Agreement. On December 16, that draft Law was registered with
the Parliament under the No. 5550.84 The Law’s objective is harmonisation of the Ukrainian legislation
with the European requirements and standards effective in the area of nuclear power utilisation, setting
up unified basic security standards as regards the protection of persons exposed to occupational and
medical radiation, and civilians, from dangers resulting from ionising radiation. It also takes into account
the requirements on State regulation of the issues relating to uranium ores treatment. The draft Law
provides for:
- settling nuclear and radiation safety issues insofar as they concern reduction of risks of long-term
radon exposure; settling issues relating to radiation protection in case of medical radiation exposure;
- improvement of State regulation of operations relating to uranium ore mining and processing, and
introduction of licensing for uranium ore processing, account taken of specific aspects of the technology
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of production of uranium concentrate.85
In early December, the comprehensive review of compliance with the requirements, norms, rules and
standards on nuclear and radiation safety to be secured during the operation of the power units, which
the SNRIU and SSTC NRS carried out at Khmelnytskyi NPP (KhNPP), has been completed. 86 The report
based on the results of the review was positive and stated that KhNPP observed the requirements to
nuclear and radiation safety. Respective proposals and observations presented during the review would
be taken into account, and respective follow-up measures would be taken in order to improve operation
of that nuclear power facility. In December, Rivne NPP also successfully passed the review for compliance
with the requirements, norms, rules and standards on nuclear and radiation safety, carried out by SNRIU
and SSTC NRS. The report of the review was positive, and the reviewers revealed no violations. However,
the commission’s review report contains certain observations in respect of shortcomings of which the
elimination will require that the enterprise issue certain administrative documents to set the deadlines
and appoint officials responsible for the works to be performed.87 Under the Agreement between Ukraine
and IAEA concerning non-Proliferation of Nuclear Weapons, two IAEA inspections took place at Rivne
NPP. Both inspections were successful, carried out within the terms set by the IAEA, and the reports
thereon suggested no observations.88
In 2017, the National Target Environmental Programme for radioactive waste management comes to an
end. In accordance with Council Directive 2011/70/Euratom determining action programmes in this area,
SNF and RW treatment should be integrated. In light of the aforesaid, on 1 December 2016, an interministerial meeting with the participation of SAEZM’s Head Mr. Petruk and SNRIU’s Head Mr. Bozhko took
place, with the view of drawing up a draft Concept of the National Programme for SNF and RW
Treatment. Based on the result of that inter-ministerial meeting, a working group was established, whose
first meeting took place on 21 December 2016.89
On December 2, a meeting was held in KhNPP’s premises, with the participation of leading technical
experts of the energy company and the nuclear power plant. The meeting was chaired by the President of
Energoatom NJSC Mr. Nedashkovskyi and focused on a package of major organisational, technical,
financial issues relating to increasing the lifespan of the KhNPP’s power unit 1. In December 2018, 30-year
licensing life of the power unit 1 comes to an end. According to Mr. Nedashkovskyi, increasing that
lifespan is the company’s strategic objective.90
In December, in the framework of implementation of the Complex Consolidated Safety Upgrade Program
funded from the loan granted by the EBRD/Euratom, upgrade works were performed on the power unit
3.91
On December 14, the Government approved the financial plan of Energoatom NJSC92 providing for
electricity sales through the WEM of Ukraine in the amount of 74,213 million kWh.93
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On December 19–23, the SNRIU’s review commission carried out a scheduled comprehensive inspection
of the operator to review its radioactive waste treatment, Ukrainian State Corporation Radon. The
inspection aimed to check: compliance with the requirements, standards and rules or nuclear and
radiation safety and operational and technical documentation on RW disposal, processing and storage, as
well as on maintaining safety level of the facilities designed for RW treatment in which RW originating
from Chernobyl NPP is stored. The report was positive in general.94
During the fourth quarter of 2016, State reviews on nuclear and radiation safety carried out by the SNRIU,
together with the respective bodies of other central executive authorities of Ukraine, continued their
activities aiming at detection of illicit trafficking of radioactive materials outside effective regulatory
control.95
Article 342, Chapter 1, Title V of the Association Agreement between the EU and Ukraine, Co-operation
in nuclear safety sector
Co-operation aims at resolving problems caused by the Chornobyl disaster and putting Chornobyl NPP
out of operation
The Government’s strategic objective is transformation of the exclusion zone into the area attractive to
investments. In particular, this initiative will be supported by adopting relevant decisions to allow leasing
out the State property in the Chornobyl zone taking into account reduction factor in respect of the rent.96
On December 14, the SAEZM called for bids to claim land parcels for construction of solar power
generation facilities, from the investors interested in the exclusion zone. The SAEZM promises vast
support to the investors showing their interest in the implementation of the project, in particular with
respect to registration of long-term leasehold rights to the sites chosen and alternation of their intended
use to power industry land. Potential investors are also promised to be provided with maximal
information support in connection with the current state of the land parcels, electricity network and
transformer infrastructure, radiological situation in the exclusion zone.97
On December 19–21, on the basis of the SSE Chernobyl NPP’s training centre, trainings under two
international projects were held: SSE Chernobyl NPP — Procedures and methods for release of materials
from regulatory control; NJSC Energoatom — Improving the characterisation of radioactive waste at
nuclear power plants of Ukraine in operation”. The projects are financed out of the funds of the European
Commission under the Instrument for Nuclear Safety Cooperation (ISNSC). This project was launched two
years ago, and now, at its final stage, the objective is explaining procedures and methods for release of
materials from regulatory control and Chernobyl NPP’s procedures, protocols and standards concerned to
personnel of Chernobyl NPP and other nuclear power plants of Ukraine and enterprises in the exclusion
zone.98
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Electricity and Nuclear Security
Assessment of Ukraine’s progress: 29 out of 100
The Energy Community Secretariat has not closed the case initiated in 2013 concerning procedures
regulating access to transmission capacity of inter-state electricity networks. Withdrawal of the claims
depends on the adoption of the draft Law “On the Electricity Market of Ukraine”.
That framework draft Law was only adopted in the first reading. The NEPURC permanent group has a
working plan on drafting the necessary secondary legislation. Some drafts have been prepared but not
yet published. Draft network codes, draft commercial metering code have been prepared by the
working groups but not published as those documents are still to be brought in line with the law on
the electricity market.
Certain regulatory acts have been drafted but only part thereof have been approved. As far back as in
the end of 2015, amendments to the Procedure of authorizing international transportations of
radioactive materials were developed. However, the State Regulatory Service of Ukraine (SRS) refused
to approve those amendments, and they are supposed to be considered only after bringing the Law of
Ukraine “On Authorizing Nuclear Energy Use” in line with the Law of Ukraine “On Administrative
Services”.
As of December 2016, the second draft of the CMU Resolution “On approval of the Procedure of
creation of a unified state individual radiation exposure control and measurement system” has been
agreed upon by all central executive authorities except the Ministry of Health.
In the existing electricity market, competition is only partially existent in the segment of heat
generation (TPPs), which reaches 43–47% in the total generation structure. But the NEPURC adjusts
prices on the wholesale market on a monthly basis. Auctions are held for the access to transmission
capacity of the inter-state electricity networks of Ukraine for export purposes, but e-procedure has not
yet been introduced. The respective regulatory act has been drafted and may be published following
the adoption of the Law of Ukraine “On the Electricity Market of Ukraine”.
The energy system’s operation is stable. On August 22, a 40-minute threshold frequency drop down to
49.61 Hz was registered in the UES of Ukraine. It was caused by an accident in Russia’s UES. While
Ukraine’s UES operated in the design mode. The 10-year development plan for the UES of Ukraine has
been adopted and will be amended on an annual basis.

Energy Efficiency and Social Issues
During the last month, the Government officials were fully engaged in the attempt to improve the
“annual credit”. Thus, registration of the draft Law “On the Energy Efficiency Fund” with the Parliament
— albeit, with considerable delay — may be considered a great success. The long work of domestic and
foreign experts on that document suggests that it will be considered and adopted by the Parliament
without substantial observations and within the shortest possible term. Thanks to financial and technical
assistance from the EBRD, development of new technical regulations on energy labelling has finally
progressed. At the same time, there is an unexplained delay with the formal steps required to continue
the “warm credits” programme. The Action Plan for the introduction of energy management systems has
not been agreed upon, nor there is any focused work on the draft law on the energy performance of
buildings.
Similarly, the issue concerning the model of monetisation of social aid and housing subsidies remains
unresolved — this part of the reform was ignored last month by both law-making and executive
authorities.
Directive 2012/27/EU on energy efficiency
Energy audits and energy management systems (Article 8)
The draft Resolution of the Cabinet of Ministers of Ukraine “On approval of the Action Plan for the
introduction of comprehensive energy management in State-financed institutions”, after a long period it
had taken to be approved by all interested executive authorities, was forwarded to the Ministry of Regional
Development and Construction for its further submission to the Cabinet of Ministers for consideration. But
it has not been considered on the Government’s meeting in December.
When adopted, that regulatory act and the measures provided for therein will enable efficient use of
energy sources by State-financed institutions due to the introduction of the energy management system
subject to the comprehensive approach to energy consumption management.
Metering (Article 9)
The draft Law “On Commercial Metering of Utility Services” (No. 4901 of06.07.2016)99 submitted by MPs,
following its adoption in the first reading in October 2016, has not been subsequently submitted to the
Parliament for the second reading. That draft Law aims to establish the principles of commercial metering
of heat supply, hot water supply, district water supply services and provision of relevant metering
information to consumers of such services. During the final press conference held in December, Serhii
Savchuk, Head of the State Agency on Energy Efficiency and Energy Saving of Ukraine, said that following
the increase in heat metering in 2016 from 34% to 64%, the plan is to expand precise metering of all
consumers, which would be supported by the above-mentioned draft Law, if adopted.100
Energy Efficiency National Fund, Financing and Technical Support (Article 20)
Registration of the draft Law “On the Energy Efficiency Fund” may be considered a major success achieved
in December; that document was developed by the Ministry of Regional Development, Construction and
Housing and Communal Services of Ukraine and approved for submission to the Parliament for
consideration on 7 December 2016 (No. 5598 of 26.12.2016). That version of the draft document, however,
with the observations of the central executive authorities — whether taken into account or not — has not
been published on the official website of the Ministry before submission thereof to the Government for
consideration. During the presentation held by Hennadii Zubko, the Vice Prime Minister, Minister of
Regional Development, Construction and Housing and Communal Services, at the Government’s meeting,
the draft Law, contrary to the procedural requirements, has not been presented to the Government and
MPs present.
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Energy Efficiency and Social Issues
Since the priority objectives of the Fund are independence and high standards of transparency, the draft
Law provides for the creation of internal vertical organisational structure composed of the supervisory
board, directorate, technical and financial offices. The supervisory board should consist of three
representatives of the Cabinet of Ministers, three independent members and one representative of the
donors. At the same time, the draft Law set clear qualification criteria for the supervisory board members,
including risks of abuse of the office.
The Fund’s directorate should consist of three directors: director, financial director and technical director.
The draft act sets out the principles of operation of the financial and technical offices responsible for the
approval of draft documents independently from each other and guided by the aim of achieving maximum
effect of energy saving. According to the initiator, such activity structure has been developed based on the
best practices of the EU Member States and aimed at elimination of corruption and efficient use of funds
allocated for energy efficiency.
In addition, in pursuance of the adopted Concept of the introduction of mechanisms of stable financing of
the energy efficiency measures (creation of the Energy Efficiency Fund), the Ministry of Regional
Development of Ukraine has drawn up a draft action plan for the implementation thereof. The respective
regulatory act was submitted to the Government for consideration on 05.12.2016 but the draft ordinance
to that effect has not been considered.
In accordance with the Law of Ukraine “On the State Budget of Ukraine for 2017”, expenditures for
financing the State Target Economic Programme on Energy Efficiency and Development of Energy
Generation from Renewable Energy Sources and Alternative Fuels for 2010–2017 were allocated in the
amount of UAH 400 million. However, according to the calculations of the State Agency on Energy
Efficiency and Energy Saving of Ukraine, the minimal amount necessary for the implementation of the
Programme in 2017 is about UAH 2 billion.
Besides, the fact that the Cabinet of Ministers failed to adopt a respective resolution with the view of the
Programme’s prolongation in 2017, turned out to be a problem. That draft act drawn up by the State
Agency on Energy Efficiency and Energy Saving of Ukraine, was agreed upon by the Ministry of Finance and
the MEDT without comments but with observations regarding the need for additional funding from the
general fund of the State Budget (+ UAH 400 million), in accordance with the adopted Law on the State
Budget for 2017.
As the respective resolution of the Government on the Programme prolongation in 2017 has not been
approved in 2106, approval of local budgets took place without taking into account local energy efficiency
programmes for households. This situation may result in further problems with local governments’
participation in funding measures aimed at assisting households in thermal modernisation of the housing
stock.
Directive 2010/31/EU on the energy performance of buildings
The Government draft Law “On the Energy Performance of Buildings” (No. 4941 of 11.07.2016) was
considered by the Parliamentary Committee on Construction, Urban Development, Housing and Communal
Services on December 7. Unfortunately, because of the lack of quorum, the decision has not been
approved, but the author of the alternative draft Law, MP Oleksii Riabchyn, has managed to bring his point
of view to the attention of the present members of the Committee. According to the Parliament’s website,
on December 20, the Committee took account of the finalised original draft Law101 and MP Riabchyn
submitted a new version of his draft Law to replace the previous one.102 Unfortunately, as of the end of
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Energy Efficiency and Social Issues
December, none of those two draft Laws were in public access. Similarly, until the end of 2016, none of the
draft Laws had been discussed in the Parliament.
Directive 2010/30/EU on the indication by labelling and standard product information of the
consumption of energy and other resources by energy-related products
December 8 saw the final meeting of the Inter-ministerial working group for the development of regulatory
acts on setting requirements to ecodesign103. According to the Agency’s Head Serhii Savchuk, the European
experts involved in the FINTECC project supported by the EBRD, have provided substantial assistance in the
development of the documents approved at the meeting: the draft Article on ecodesign (to be included in
the future law on energy efficiency), draft framework technical regulation on ecodesign and drafts of other
specific regulations. It should be noted that the latter drafts concern electric engines, power transformers,
industrial fans, directional lighting equipment, pumps but do not concern TV sets, conventional ovens,
drying and washing machines or vacuum cleaners. Therefore, even if adopted, those new regulations will
not help eliminate significant delay in fulfilling respective commitments relating to the implementation of
the EU acquis under the Association Agreement.
Social issues
The past month, unfortunately, was not eventful in terms of action on the part of the public authorities. It
was not a surprise that the Law of Ukraine “On the State budget on Ukraine for 2017” adopted on
December 21 increased the minimum wage in Ukraine from UAH 1,600 to UAH 3,200.104 But, according to
Volodymyr Groysman, the Prime Minister, this step will not affect the subsidy recipients during the current
heating season because 2015 figures were used to set respective conditions of granting subsidies.105
Despite the numerous calls on the part of the experts106, neither respective ministries nor the Cabinet of
Ministers of Ukraine apparently plan to accelerate work on the optimisation of the housing subsidies
system. In particular, the government officials refer only to monetisation of subsidies in this context,
avoiding the subject of verification of recipients thereof, which would have significantly improved
effectiveness of the social protection system and saved budgetary funds.107 And even where monetisation is
concerned, active measures on the introduction of the respective model until the end of the heating season
in spring 2017, remain outside the Government’s plans despite the fact that the banks have technical
capacity to do that even now.108 At the same time, assistance provided by the World bank to the Ministry of
Regional Development, Construction and Housing and Communal Services and Ministry of Social Policy in
the development of a reasonable model of such monetisation109 gives grounds to hope that respective
work will be done with due diligence, transparency and quality.
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Energy Efficiency and Social Issues
Assessment of Ukraine’s progress: 25 out of 100
The progress in transposing acts of the EU acquis is still low. At the same time, technical regulations on
ecodesign have been adopted, draft Laws “On the Energy Performance of Buildings”, “On the Energy
Efficiency Fund” have been submitted to the Parliament, the National Energy Efficiency Action Plan has
been approved.
No information on the progress in the implementation of the National Action Plan is available although
the State Agency on Energy Efficiency and Energy Saving of Ukraine is most probably conducting
respective monitoring and assessment for which it is responsible. There was no response to a direct
inquiry.
At the same time, financing of the only existing State support programme for the improvement of
energy efficiency (“warm credits”) was allocated in full. Active, albeit not always timely, measures to
ensure rational use thereof throughout the year on the part of the asset managers were also taken.
No data on or national plan for increasing the number of almost zero-energy buildings are available.
Although the respective Directive 2010/31/EU is supposed to be transposed in 2012 at the latest,
Ukraine hasn’t even adopted a framework law to recognize the development of such a plan as binding.
Similarly, it is impossible to trace back changes in the total areas of State-financed buildings repaired to
meet at least minimum requirements to energy performance. A framework law has not been adopted.
Progress in equipping consumers and multi-family buildings with heat metering devices is sufficient. The
latest estimate made by the NEPURC (61% as of 1 November 2016), account taken of the 3% increase in
the previous 6 months, enabled to forecast the achievement of 62% by the end of December 2016.

Environment and Renewable Energy Sources
One of the environment-related issues raised in the press-release on the third meeting of the EU–Ukraine
Council (19 December 2016) concerned “the need for quick adoption of pending legislation in Ukraine
relating to efficient environmental management”. This is in reference to the draft laws on environmental
impact assessment and strategic environmental assessment vetoed by the President of Ukraine.
Presently, draft resolutions on remittance of both draft Laws for follow-on revision have been registered
with the Parliament.
The draft mid-term priority action plan until 2020 published by the Government names “introduction of
efficient environmental management” a priority, with preservation of natural heritage, ensuring proper
environmental regulation, sustainable use of water resources already provided for by the Association
Agreement, are among the other priorities for the same period. New climate policy of which the concept
was approved by the Cabinet of Ministers on 7 December 2016, is also among the priority actions.
On 13 December 2016, during the meeting of the Working Group for Nature Protection at the Ministry of
Ecology and Natural Resources, the draft Law “On Preservation of Natural Habitats and Species of Wild
Flora and Fauna” was presented. However, that draft document is still not in public access.
Expectations in respect of the approval of amendments to the Technical Regulation on sulphur contents
in fuels have been realised with the adoption of the Resolution which, for the period from 1 January 2017
to 31 December 2017, permits circulation of the boiler fuel (mazut) with sulphur content over 1% by
weight, to be used by thermal power plants, heating and power plants and boiler-houses in stationery
heat and power installations; as well as production of boiler fuel (mazut) by oil refineries and gas
processing plants situated in Ukraine.
Based on the results of 2016, priority objectives in the sector of alternative energy were set for the next
year. They include Ukraine’s accession to the Statute of the International Renewable Energy Agency
(IRENA), and, as a result of adoption of respective legislation on stimulation of heat generation from
alternative energy sources — further development of the sector of production of rare biofuels, resolution
of the problem of reservation of capacities for connection of electric power plants to the networks.
Directive 2011/92/EU on the assessment of the effects of certain public and private projects on the
environment (codification) (Article 363 of the AA)
At its meeting on December 7, the Parliamentary Committee on Environmental Policy, Nature Resources
Utilisation and Elimination of the Consequences of Chernobyl Catastrophe, considered proposals of the
President of Ukraine to the Law “On Environmental Impact Assessment” and decided that in view of the
fact that the “observations submitted by the President are vaguely, the text of the amendments proposed
has not been provided... the Committee has no possibility to decide on the feasibility of approval of
rejection of the proposals presented in a comparative table”. The Committee will not support re-adoption
of the Law as a whole (overriding of the veto) without its finalisation and, therefore, proposes that the
Parliament return it to the Committee for finalisation. The respective draft Resolution on returning the Law
of Ukraine “On Environmental Impact Assessment” was registered with the Verkhovna Rada of Ukraine on
December 8.110
Directive 2001/42/EC on the assessment of the effects of certain plans and programmes on the
environment
The Committee on Environmental Policy, Nature Resources Utilisation and Elimination of the Consequences
of Chernobyl Catastrophe considered proposals of the President of Ukraine to the law “On Strategic
Environmental Assessment”. The Committee reasoned the impossibility to decide on the feasibility of
approval of rejection of the proposals presented in a comparative table by the lack of properly formulated
observations from the President. The Committee will not support re-adoption of the Law as a whole
(overriding of the veto) without its finalisation and, therefore, proposes that the Parliament return in to the
Committee for finalisation, and to that end, the draft Resolution on returning of the Law of Ukraine “On
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Environment and Renewable Energy Sources
Strategic Environmental Assessment” was registered with the Verkhovna Rada of Ukraine on December
8.111
Directive 2003/4/EC on public access to environmental information and repealing Council Directive
90/313/EEC (Article 363 of the AA)
A round table “Implementation of a single, unified electronic system of access to environmental
information” was held on December 26 at the Ministry of Ecology and Natural Resources of Ukraine112.
Mykola Kuzio, Deputy Minister for European Integration, underlined that the introduction of e-governance
in the field of environment is a European approach to organising activities of the public authorities. “Since
the introduction of e-governance is one of the declared priorities of the Ukrainian Government for the next
three years, I very much hope that the Government’s documents finally approved will give an additional
impetus to realisation of the single unified electronic system of access to environmental information on
permits, licenses, verification reports, monitoring reports in the area of environment”, said Mykola Kuzio.
The discussion resulted in a decision to analyse proposals, observations, recommendations and plans of the
stakeholders concerning the introduction of the unified electronic system of access to environmental
information at the national level.
Directive 1999/32/ЕС relating to a reduction in the sulphur content of certain liquid fuels and amending
Directive 93/12/EEC, as amended by the Regulation (EC) No. 1882/2003 and Directive 2005/33/EC
(Article 363 of the AA)
On 3 November 2016, the Ministry of Energy and Coal Industry of Ukraine, with the view to holding public
consultations, published the draft CMU Resolution “On the introduction of amendments to the Resolutions
of the Cabinet of Ministers of Ukraine of 1 June 2011 No. 573 and of 1 August 2013 No. 927” on its official
website.113 However, contrary to the expectations, the Resolution has not been adopted.
Instead, on December 22, a Resolution on sulphur content wad approved, which by no means contributed
to the implementation of Directive 1999/32/EC — “On amending paragraph 2 of the Technical Regulation
on requirements to motor benzines, diesel, marine and boiler fuels”. The Resolution temporarily permits,
from 1 January 2017 to 31 December 2017, circulation of boiler fuel (mazut) with sulphur content over 1%
by weight, to be used by thermal power plants, heating and power plants and boiler-houses in stationery
heat and power installations; and production of boiler fuel (mazut) by oil refineries and gas processing
plants situated in Ukraine. Production and circulation of boiler fuel (mazut) with sulphur content over 1%
by weight will only be possible subject to compliance with the established norms in respect of emissions of
sulphur dioxide into the ambient air. Such decision is justified by the need to ensure smooth
autumn/winter heating season and avoid threats to energy security of the country.
Directive 2009/147/EC on the conservation of wild birds (Article 4.2) (Article 363 of the AA)
On December 29, the Minister of Ecology and Natural Resources Ostap Semerak signed the Order “On
additional measures aimed at preservation of rare and endangered species of animals and plants”. 114 By
that document, the Minister bound Carpathian Biosphere Reserve and other national natural reserves
under Minisrtry’s control, to create protected areas outside the conservation zones of those nature reserve
territories. According to Ostap Semerak, such measures are vital for the conservation of plant habitats and
habitats, breeding and wintering areas of rare and endangered species of animals, including birds,
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Environment and Renewable Energy Sources
protected by the Red List of Ukraine and by a number of environmental conventions. 115 In accordance with
that Order, land users whose plots of land, without withdrawal, are included into the biosphere reserve and
other national nature reserves, will be involved in those activities.
On 13 December 2016, a meeting of the Working Group on Nature Protection was held at the Ministry of
Ecology and Natural Resources, during which, inter alia, the draft law “On Preservation of Natural Habitats
and Species of Flora and Fauna” was presented for consideration. Despite that, that draft document is still
not in public access.
Directive 2010/75/EU on industrial emissions (integrated pollution prevention and control) (Article 363 of
the AA)
On 6 December 2016, the Ministry of Ecology and natural Resources published the Ministry’s draft Order
“On approval of amendments to the Instruction on contents and procedure of drawing up reports on
inventory control of pollutant emissions at the enterprise” on its website for discussion. 116 According to the
Explanatory Note, the draft Order was drawn up with the view of bringing the Instruction in line with the
Law of Ukraine “On Atmospheric Air Protection” as amended by the law of Ukraine “On the Introduction of
Amendments to Certain Legislative Acts of Ukraine Concerning Optimisation of Powers of Executive
Authorities in the Area of Ecology and Natural Resources, Including at the Local Level”; it was also noted
that “approval of the draft Order will facilitate settlement of relations in the economic area insofar as it
concerns registration of reports on inventory control of pollutant emissions into the atmospheric air and
issuance of permits for emissions into the air from undertakings’ stationary installations.”

Directive 2009/28/EC on the promotion of the use of energy from renewable sources and amending and
subsequently repealing Directives 2001/77/EC and 2003/30/EC (Article 338 of the AA)
This month, members of the International Renewable Energy Agency (IRENA) have approved Ukraine’s
application for accession thereto117. The next step will be the adoption of the draft Law “On the Accession
of Ukraine to the Statute of the International Renewable Energy Agency (IRENA)” drafted by the State
Agency on Energy Efficiency and Energy Saving of Ukraine. At the moment, the document is being agreed
upon by central executive authorities. Ukraine’s accession to the Agency’s Statute will make it possible to
obtain preferential credits for the implementation of “green” projects, have access to the Agency’s
information on RES and progressive mechanisms of financing development of RES.
Besides, the working group discussed in December118 the finalised draft Law “On the Introduction of
Amendments to the Law of Ukraine “On Heat Supply” concerning encouraging heat power production from
renewable energy sources” (No. 4334119) which is now being prepared for the second reading. The key
provision of that draft Law is setting tariffs for heat generated from RES at 90% of the effective tariff for
hear produced from gas intended to meet the needs of State-financed institutions and households.
Adoption of that draft Law will make it possible for households to get a tariff for heating generated from
sources “other than gas” lower by 10%, increase the number of jobs and, according to experts’ forecast,
annually replace at least 3 billion cubic metres of gas with other kinds of fuels in heat generation sector120.
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Bearing in mind that development of the “green” sector is impossible without investments, Ukraine
continues to discuss and seek new opportunities of co-operation with other countries in this sector. In
particular, Serhii Savchuk, the Head of the State Agency on Energy Efficiency and Energy Saving of Ukraine,
met the Ambassador of the Embassy of the Republic of Slovenia to Ukraine Nataša Prah in December to
discuss further plans on the implementation of the recently signed Memorandum of Co-operation between
Ukraine and Slovenia in the areas of energy efficiency and renewable energy121. In particular, Ms. Prah
noted that Slovenia’s Environmental Fund (Eko sklad) granting credits for “green” projects at a low interest
rate is interested in holding negotiations with the State Agency on Energy Efficiency and Energy Saving of
Ukraine. Meanwhile, Ukraine, together with the Ministry of Economic Affairs and Employment of Finland,
has drawn up the draft Memorandum of Mutual Understanding in the areas of renewable energy and
alternative energy sources and has already submitted in to the Finnish side for consideration122.
It should also be noted that the sixth stage of Ochakiv WPP — Prychornomorskyi Wind Farm — was put into
operation in December. That wind farm was the first in Ukraine to get a 10% bonus on the “green” tariff as
provided for by the legislation, for the use of Ukrainian domestic equipment123. This shows that Ukraine has
sufficient capacity for the further production of equipment to be used in the alternative energy sector.
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Environment and Renewable Energy Sources
Assessment of Ukraine’s progress: 16 out of 100
The Energy Community Secretariat has initiated two cases on dispute settlement which concern lack of
action as regards the introduction of legislation on EIA and on reduction of sulphur content in certain
liquid fuels.
The laws on EIA and SEA have been drawn up and adopted but subsequently vetoed by the President
and returned to the Parliament. The draft Laws “On the Introduction of Amendments to Certain
Legislative Acts of Ukraine in Terms of Access to Environmental Information” and “On Preservation of
Natural Habitats and Species of Wild Flora and Fauna” drawn up by the Ministry of Energy’s working
group have not been published.
Draft laws adopted in the first reading that do not directly concern implementation of Directive
2009/147/EC on the conservation of wild birds will, however, as well as the Ministry of Energy’s Order
“On additional measures to protect rare and endangered species of animals and plants”, have a
positively impact on its effective implementation. Due to the lack of any special legislation, special
protection areas (SPA) for birds protection cannot be created.
SEA is not conducted neither at the national nor at the local levels. Scope of environmental
information is still insufficient. 111 information sets in the Environment section are available on the
unified state open data web-portal (data.gov.ua). Register of conclusions of the state environmental
procedure (not new EIA) is available at the Ministry of Energy’s website on which 61 conclusions have
been added from July to December. At the regional level, such conclusions are available only in respect
of Poltava, Zaporizhzhia and Zhytomyr oblasts.
The draft CMU Ordinance “On approval of the Concept of state environmental monitoring system
reform” has been drawn up. The National Emission Reduction Plan for large combustion plants and the
National Emission Reduction Plan for mining and metallurgical companies (not published) exist as draft
documents.
In pursuance of Directive 1999/32/EC relating to a reduction in the sulphur content, the MECI has
published the draft CMU Resolution with the amendments to the respective Technical Regulation. At
the same time, the Government has temporarily permitted sales of fuels containing high content of
sulphur (on PrykarpatZakhidtrans’s balance) to meet the needs of defence and law-enforcement
agencies.
Programmes and mechanisms for encouraging use of renewable energy do not enjoy assistance from
any State support programme. The only support scheme for RES is application of the “green” tariff. In
pursuance of 2009/28/EC, laws have been adopted, whereby the list of RES is supplemented with such
kinds of energy as aerothermal and hydrothermal; business environment in the area of production of
biofuels has been also simplified. The draft Law on encouraging heat generation from alternative
energy sources has been adopted in the first reading.
Ukraine has ratified the Paris Agreement on Climate Change and commenced the process of its
accession to the International Renewable Energy Agency (IRENA).

Oil
Lack of insistence and low operational discipline prevented the Government from achieving 2016
objectives in the oil sector. It is primarily about the adoption of regulatory acts for minimal reserves of
crude oil and/or oil products; laying down the harmonised requirements to storage, transportation and
reloading of oil products in the refuelling stations and oil storage depots; ensuring equal conditions of
granting and use of permits for surveillance, development and extraction of hydrocarbons; and creation
of a system of monitoring of quality and safety of oil products.
Directive 2009/119/EC imposing an obligation on Member States to maintain minimum stocks of crude
oil and/or petroleum products (Article 338 of the AA)
In accordance with paragraph 1.1.2 of the Implementation Plan for Directive 2009/119/EC, the MECI had to
draw up a draft law on support of the minimal reserves of oil and oil products 124, and the Verkhovna Rada
was supposed to pass that act as the whole in December 2016. Instead, in accordance with the draft CMU
Ordinance “On amending Ordinance of the Cabinet of Ministers of 17 September 2014 No. 847” drawn up
by the SARU under the instruction of the Cabinet of Ministers of 17 June 2016 No. 22373/1/1-16, it is
planned to confer the powers in respect of the development of the respective draft Law to the SARU. But
according to the Regulations125, the above-mentioned body is capable only to implement the State policy
where it concerns the State material reserves. Therefore, making it responsible for the development of the
policy in this area means breach of Article 1, paragraph 2 of the Law of Ukraine “On Central Executive
Bodies”126.
Independent experts consider attempts of the SARU’s leadership to transform that body into a “major
initiator”127 and a chief executor of Directive 2009/119/EC implementation plan, all the more so as the draft
Law “On Strategic Reserves” prepared by the SARU and presented on 15 March 2016 contains “a number of
conceptual errors”128.
A number of questions remain in respect of the Concept of the SARU reform of which the draft was
approved on 27 December 2016 at the board meeting of that body129. It provides for in particular:
– elimination of a possibility of utilisation of the reserves created by the agency for stabilising markets
because, in the opinion of the SARU’s Head Mr. Mosiichuk, that objective “lost its relevance long ago”;
– refusal from creation of mobilisation reserve;
– “consolidation of oil-saving assets in a sectoral holding in accordance with the European best practices”.
The final provision, in particular, is contrary to the Government’s objective of decentralisation and is
“utopia from the economic standpoint” since the state enterprises within such a holding would not be able
to pay the land tax130.
Directive 2009/28/EC on the promotion of the use of energy from renewable sources and amending and
subsequently repealing Directives 2001/77/EC and 2003/30/EC
On December 22, the MECI presented the National Initiative ElectroToday (Е2D) aiming at providing
incentives to households with the view of transition from gas and diesel fuelled motor vehicles to
electrocars. Within the framework of that Initiative, it is planned to create a large working group tasked
with the development of the Electric Strategy of Ukraine’s Global Transition to electorcars131.
However, despite these ambitious objectives, that initiative by no means is reflected in the strategic
documents of the Ministry of Infrastructure and the Ministry of Energy and Coal Industry, and, particularly
in the draft Energy Strategy of Ukraine until 2035132 published on 22 December 2016 and drawn up in
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pursuance of Section III paragraph 2 subparagraph 5 of the Government’s Priority Action Plan for 2016
approved by the CMU Ordinance of 27 may 2016 No. 418-р and in accordance with the Order of the
Cabinet of Ministers of 22 July 2016 No. 22882/59/1-15.
Directive 2003/96/EC restructuring the Community framework for the taxation of energy products and
electricity (Annex XXVIII, Article 353 of the AA)
On 20 December 2016, the Verkhovna Rada of Ukraine approved the Law No.71-VIII “On the Introduction
of Amendments to the Tax Code of Ukraine Relating to Ensuring Balance of the Budget Revenues in 2017”.
That document, in particular, provided for increase in excise duties in respect of motor gasoline, medium
distillates (diesel fuel) and liquefied petroleum gas up to EUR 213.50; 139.50 and 52 per 1,000 litres,
respectively, with simultaneous cancelling of the tax in respect of retail sales of those products in the
amount of EUR 0.042 per litre133. Therefore, excise duties are to be harmonised with the minimum amounts
provided for in Directive (EUR 359 and 330 per 1,000 litres and EUR 125 per 1,000 kg, respectively),
although the amendments concerned were substantiated by the need in the increase of budget revenues
rather than by consideration of complying with Ukraine’s international commitments. At the same time,
the excise duty in respect of medium distillates has been unified at the level of 139.50 euro per 1000 litres
(irrelevant of the sulphur content) as result of which retail prices for diesel fuel in Ukraine may increase by
UAH 1 per litre, which will affect the economic situation in the country134.
Directive 99/32/ЕС relating to a reduction in the sulphur content of certain liquid fuels and amending
Directive 93/12/EEC, as amended by the Regulation (EC) No. 1882/2003 and Directive 2005/33/EC
On 20 December 2016, the Verkhovna Rada of Ukraine approved the Law No.71-VIII “On the Introduction
of Amendments to the Tax Code of Ukraine Relating to Ensuring Balance of the Budget Revenues in 2017”.
The Ministry of Finance proposed to unify, as from 1 January 2017, the excise tax for middle distillates of
environmentally-friendly classes Euro IV and V, up to the level corresponding to Euro III135. It is going to
increase consumption of cheaper diesel fuels of less environmentally-safe classes, thus delaying Ukraine’s
compliance with the requirements of Directive 99/32/EC.
Plus, despite prohibition of using petroleum products with the sulphur content exceeding the threshold set,
the MECI developed the draft CMU Resolution seeking continuation of validity of the Technical Regulation
on the use of furnace fuels and mazut with sulphur content over 1% in Ukraine until 1 January 2020.
Directive 98/70/EC relating to the quality of petrol and diesel fuels and amending Council Directive
93/12/EEC as amended by the Directives 2000/71/EC, 2003/17/EC and 2009/30/EC and Regulation (EC)
1882/2003 (Annex ХХХ, Article 360–363, 365, 366 of the AA)
In accordance with the Implementation Plan for Directive 98/70/EC (Articles 7 and 8, paragraph 1.3), the
Ministry of Energy and Coal Industry of Ukraine was bound, as from December 2015, to submit reports on
functioning of the system of monitoring over quality and safety of oil products 136. As of 10 January 2017, no
document to that effect was published. At the same time, following the liquidation of the State Company
“Scientific-Research Institute of Petrochemical Industry “MASMA”, the chief contractor responsible for
achieving all objectives under the plan, further work on the implementation of Directive 98/70/EC in
Ukraine has been suspended.
Directive 94/63/EC on the control of volatile organic compound (VOC) emissions resulting from the
storage of petrol and its distribution from terminals to service stations, as amended by Regulation (EU)
No. 1882/2003 (Annex ХХХ, Articles 360–363, 365, 366 of the AA):
The deadline for the tasks provided for by p. 1.1.1, 1.1.2 and 1.2.1 of the Plan for the implementation of
Directive 94/63/EC137 expired in November 2016. Despite that, as of 10 January 2017, the Cabinet of
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Ministers failed to adopt the Resolution “On approval of the Technical Regulation on the requirements to
storage, transportation and reloading of fuels, respective equipment and service stations”, and the Ministry
of Ecology and Natural Resources of Ukraine failed to approve recommendations on control over fuelling
stations and failed to conduct inventory of oil depots. Even errors which occurred as a result of incorrect
translation of Directive 94/63/EC into Ukrainian have not been rectified. The translation of the Directive
itself published on the website of the Verkhovna Rada repeats the same mistakes138.
Directive 94/22/EC on the conditions for granting and using authorizations for the prospection,
exploration and production of hydrocarbons (Annex XXVII, Articles 279, 280, 341 of the AA)
According to the Implementation Plan for Directive 94/22/EC, a new version of the Subsoil Code was to be
adopted before the end 2016139. It, in particular, provides for defining the notions “operator’s functions”,
“contractual joint venture”, “mechanism or special permit transfer”, “concept of a minimal working
programme and a minimal working obligation”, “binding character of regulation of specific features of nonconventional hydrocarbons extraction”; it also provided for settling the issue of publishing of geologyrelated information on strategic resources, and particularly concerning oil and gas, to the extent permitted
by the legislation. According to the Cabinet of Ministers, as of 20 December 2016 “the draft Subsoil Code is
being elaborated by the stakeholders”140. At the same time, according to the State Service for Geology and
Mineral Resources of Ukraine, on March 23, the draft Law was submitted to the State Commission on
Mineral Reserves, Ukrainian State Research Institute of Geological Exploration and Geoinform of Ukraine,
for expert and scientific assessment. As of 5 January 2017, proposals from the Ukrainian State Research
Institute of Geological Exploration and State Commission on Mineral Reserves had been received and it was
planned to involve “representatives of interested enterprises, institutions and organisations” in the
discussion of the draft Law.
Introduction of the simplified procedure for the use of the land plots during geological survey is also being
delayed. For that purpose, it is necessary to draw up and submit to the Cabinet of Ministers for
consideration the draft Law “On the Introduction of Amendments to the Land Code of Ukraine and the Law
of Ukraine “On State Registration of Proprietary Rights to Immovable Property and Encumbrances
Thereof”. In December 2016, the Ministry of Agrarian Policy and Food of Ukraine, considering the issue to
be such that has already “been regulated by law and doesn’t require any further simplification”, requested
that the Cabinet of Ministers and the Ministry of Economic Development and Trade designate the Ministry
of Ecology and Natural Resources as the responsible authority141.
As of 10 January 2017, rules of development activities relating to oil-and-gas fields harmonised with the EU
standards have not been approved as the Ministry of Ecology and Natural Resources of Ukraine failed to
timely consider the draft drawn up by the State Geological and Mineral Resources Survey of Ukraine
submitted with the Letter of 29 August 2016 No. 15254/13/04-16142. Information of the commencement of
public discussion of the draft Order of the Ministry of Ecology and Natural Resources of Ukraine “On
approval of the Rules of development activities relating to oil-and-gas fields” was posted on the Ministry’s
official website only on 10 November 2016143. The finalised draft rules were “submitted to the interested
public authorities” with the Letter of the Ministry of Ecology of 22 November 2016144.
Article 279 of the AA in terms of providing equal access to and exercise of the activities of prospecting,
extraction and producing hydrocarbons
In pursuance of Article 279 point 4 requiring that all undertaking having a permit for explore, extract and
produce hydrocarbons pay a certain fee according to a duly established procedure, the Verkhovna Rada, on
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20 December 2016, adopted in the second reading and as a whole the draft Law No. 3038 “On the
Introduction of Amendments to the Budget Code of Ukraine (in terms of streamlining the system of receipt
and use of the proceeds from the rent for subsoil use for the purpose of extraction of oil, natural gas and
gas condensate)”145. According to the document, as from 1 January 2018, 95% of the rent from extraction
of oil and gas condensate will be received by the general fund of the State Budget, 2% of the rent will be
allocated to oblast budgets, 2% — to rayon budgets, and 1% — to local budgets of territories where
extraction of natural resources takes place. 3% of rent will be received by the budgets of cities of
republican and oblast significance as well as by united territorial communities. The general fund of the
State Budget will only receive 100% of rent only for oil and gas condensate extracted on the coastal shelf
and/or in the exclusive (marine) economic zone of Ukraine. As of 10 January 2017, the Law signed by the
Speaker of the Verkhovna Rada was pending the President’s signature.
On 20 December 2016, the Parliament adopted the Law No. 1791-VIII “On the Introduction of Amendments
to the Tax Code of Ukraine Relating to Ensuring Balance of the Budget Revenues in 2017”146. In particular, it
provided for reduction in rent for oil extraction from 1 January 2017:
– from 45 to 29% of the cost of marketable products for deposits situated at a depth of up to 5 thousand
metres;
– from 21 to 14% — for deposits situated at a depth of over 5 thousand metres.
The rent for gas condensate has not changed (45 and 21% for deposits situated at a depth of up to an over
5 thousand metres respectively).
Article 280 of the Association Agreement in terms of ensuring transparent licensing for prospecting for,
exploration or extraction of hydrocarbons
On 19 August 2016, the State Service for Geology and Mineral Resources of Ukraine announced the first
auction for special permits for subsoil use under the new rules as amended by the Cabinet of Ministers’
Resolution of 6 April 2016 No. 277147. The amendments introduced make it possible to create preconditions
for open competition, and particularly:
– to cover all stages of the flow of the documents submitted by the bidder via the website;
– to hold open meetings of the auction board;
– broadcast auctions online.
The first auction for special permits for subsoil use under the new rules took place on 20 December 2016.
11 bidders took part in the auction. Four lots were sold, and particularly one for Tereblia oil and gas field
(10.9 sq. km)148. At the same time, most lots, according to experts, were sold to little-known companies. In
particular, special permit for geological exploration and test and commercial development of the Tereblia
oil and gas field was obtained by Eko-Investgrup LLC registered in 2012 with the authorized capital of
UAH 1,000149.
Article 338 of the Association Agreement in terms of continuing and enhancing cooperation in the energy
sector
In pursuance of Article 338(a) on the implementation of energy strategies and policies,
development/elaboration of respective forecasts and scenarios, and in view of the concerns expressed by
independent experts in August about the fact that the Energy Strategy of Ukraine until 2035 was being
updated without the knowledge of the public, the Managing Committee responsible for the co-ordination
of development of that document, at is meeting on 13 September 2016, appointed the National Institute
for Strategic Studies the chief executor and entrusted it with ensuring systematisation of the previously
prepared materials150. The development of the Energy Strategy in conformity with the international
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commitments of Ukraine was supposed to be completed in the fourth quarter of 2016151 but its draft text
was published only on December 22152.
The document sets the following priority objectives for the development of the oil sector153:
– ensuring operation of the competitive and transparent market of oil and oil products taking into account
the external aggression factor;
– creation of the strategic reserve of oil and oil products based on the 90-day standard and with a mixed
management system;
– introduction of innovative oil extraction and oil refining technologies;
– maintaining State control over strategic infrastructure assets, bulk pipelines system;
– spin-off of certain infrastructure enterprises to become independent undertakings, with State control
over and management of them preserved.
The following activities were named the key innovative segments of oil extraction industry:
– “digitalisation” of oil fields, i.e. creation of visualised web-platforms to enable the companies to
measure and track all the data outgoing from a particular field;
– “access to what earlier was inaccessible”, i.e. increase in extraction of inaccessible resources due to the
introduction of new intensification technologies;
– reduction of environmental impact of traditional hydrocarbons extraction;
– development of technologies aimed at optimisation of oil consumption instead of increase of its
extraction.
The draft Energy Strategy aims by 2020 to:
– introduce mechanisms of transparency of oil and gas condensate extraction and use according to the
principles of International Extractive Industries Transparency Initiative (EITI);
– approve modernisation and reconstruction programmes for the oil refining industry and introduction of
environmental Euro standards in Ukraine, with the gradual bringing quality of motor fuels in line with
the Euro V environmental standards;
– cancel the unreasonable forms of State support to oil refining plants, refrain from granting tax relief to
the enterprises in the sector;
– introduce requirements to the effect that annual imports of oil/oil products from one source may not
exceed 30%;
– develop and implement the programme of production of wheeled vehicles in Ukraine with gasolinepowered engines suitable for operation with Е10 petrol blend with up to 10% bioethanol content;
–
improve the system of State control over the quality of oil products (by way of improving quality
standards for motor fuels, strengthening control over complying with those standards by retail networks,
appointing an executive authority to be responsible for exercising respective powers, scope of its
competence, frequency of inspections and other control measures etc.).
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Assessment of Ukraine’s progress: 10 out of 100
No minimum reserves of oil and/or oil products as required by Directive 2009/119/EC has yet been
created in Ukraine. The Government failed to achieve any of the priority objectives provided for by the
Directive Implementation Plan.
Despite the creation of respective working groups, no decision on the model has been taken, nor any
action plan has been approved for the creation of minimum reserves of oil and/or oil products or
regulatory acts necessary for stockpiling such reserves and creation of the system of their
management. The State is so far unable to provide about a half of technical capabilities for proper
storage of those reserves.
The Ukrainian market has no system of securing quality and safety of oil products to comply with the
requirements of EU Directives. In its stead, operators in the market of oil products, under the
approved Rules of professional ethics in competition relating to fairness and transparency of the retail
fuel market in Ukraine, provided for voluntary establishment of non-governmental system.
During 2016, two auctions for sale of special permits for subsoil use under the new rules took place,
with only six oil and gas-bearing areas granted.
No update of legal framework on the subsoil management has been made. Implementation of
Directive 94/22/EC is progressing slowly, and especially where it concerns drafting a new version of
the Subsoil Code of Ukraine. Rules of oil and gas deposits development have been developed and
published for the discussion, following which the document was submitted to the executive
authorities for approval.

Business Climate
The High-level Conference on the EU–Ukraine Strategic Energy Partnership held in Brussels with the
participation of Maroš Šefčovič, Vice President of the Commission, Stepan Kubiv, Ukrainian Vice Prime
Minister, members of the Ministry and chief executives of the leading State-owned companies in the
energy sector, may be considered the major event of December. Under the Memorandum of Cooperation signed earlier, the parties discussed the key achievements of the reform in Ukraine and
identified 2017 priorities for the energy sector reform. Meanwhile, the European Union will continue its
support to the Government of Ukraine with the view of acceleration of the reform and further cooperation with the EU.
The first meeting of the EU Ambassador in Ukraine with the Deputy Ministers for European Integration
took place in Ukraine. The participants summarised the achievements of 2016 and noted that further on,
such meetings should be held on a quarterly basis. In its turn, another meeting of the Committee for
European Integration was held in December in which Deputy Ministers took part. During that meeting, its
participants discussed the status of the Action Plan for the Implementation of the EU-Ukraine Association
Agreement and emphasized on the importance of proper communication between the Government and
the Parliament.
Among the positive developments, the authors cannot but mention the MECI’s expectations on the
increase in revenues to the local budgets due to the concluded production sharing agreements, which is a
new form of co-operation between the oil and gas businesses and local governments. According to the
Index of informational transparency of the central executive authorities’ websites, the Antimonopoly
Committee of Ukraine and the NEPURC took the first and second places respectively. The ProZorro
System was among the winners too and got the third annual prize of the 2016 Open Government
Awards. Apart from making it possible for Ukraine to step forward in increasing transparency of
procurement procedures, the project allowed the involvement of young and really talented specialists in
it.
Article 277 and Directives 2009/72/EC and 2009/73/EC in terms of requirements to the regulator
Once the Law of Ukraine “On the NEPURC” was signed by the President, the implementation thereof
became another priority objective. On December 5, the Committee of the Verkhovna Rada of Ukraine on
Fuel and Energy Complex held a round table “The law on the NEPURC is now binding. What next?” Experts
and members of the international groups for support of Ukraine prevented their vision of the process of
creation of a new regulator and emphasised that many important steps should be taken in quite a short
window of time. In their turn, MPs in the relevant parliamentary committee and the Head of the NEPURC
assured that they wouldn’t be complacent, and the reform would go on154.
During December, the Commission published ten resolutions for discussion which set the procedures for
licensing and rules of reporting for companies, in accordance with the legislation in force. Until 16 January
2016, all the stockholders will discuss the draft regulatory act setting the licensing conditions for companies
intending to commence economic activities in the areas of natural gas transportation, its storage,
distribution or supply to end users. The NEPURC published the draft text on its website155. For the heat
supply sector, a draft regulatory act has also been drawn up (to be discussed until January 31) on licensing
generation of thermal power, its transmission via heat supply networks and supply to end consumers 156.
Similar draft act has been drawn up for licensing economic activities in the area of transportation of oil, oil
products, other substances via pipelines, and the Commission will accept all observations and proposals by
January 23157. The documents set out:
-
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In parallel with that, the NEPURC’s draft resolution which harmonises licensing conditions for economic
activities of oil transportation with other legislative provisions and repeals the Commission’s previous
resolutions, was published. That draft document will also be discussed until January 23 158.
Until January 20, the NEPURC will accept proposed amendments to the draft resolution on the commercial
metering of electricity generated from alternative energy sources, and namely from micro- (generating
capacity of up to 200 kW), mini- (0.2–1 MW) and small (1–10 MW) HPPs. In accordance with it, producers
have to ensure hourly metering of the electricity generated, and facilities put into operation in different
times, must be equipped with separate metering devices because different rates of “green tariffs” are
effective in respect of each of them. Meanwhile, producers will be paid for the electricity supplied to the
grid, facilities’ own consumption not included.159
The NEPURC also provided access to another resolution on approval, adjustment and withdrawal of the
investment component in the electricity tariff, which is also to be discussed by January 30. The resolution’s
major objective is optimisation of electricity tariffs by way of optimisation of the investment component in
that tariff — it sets the procedure and conditions on which the investment component in the tariff for
generated electricity is approved, adjusted and withdrawn. In case a producer fails to comply with the
reconstruction plan approved earlier, the Commission will adjust the investment component or suspend it,
in accordance with the procedure provided for in the plan. The draft document also set the procedure of
and terms for reporting by electricity producers on the implementation of reconstruction projects160.
On February 31, the draft Resolution “On approval of the Procedure of e-auctions for the distribution of
throughput capacity of interconnectors” was published. That draft document aims at addressing a number
of technical problems identified by Ukrenergo NPC during implementation of the effective NEPURC’s
resolution No. 176 of 12 February 2015 on holding similar auctions. Approval of the amendments will make
it possible to ensure proper technical functioning of daily auctions in respect of electricity exports or
imports by all interested companies on a competitive basis. A new version of the Procedure has been
already agreed upon with the MECI and the Antimonopoly Committee of Ukraine 161. Also, the Commission
published a draft regulatory act introducing new metering units in the gas market: instead of the volumetric
units (m3) power units (MWh) applied in the EU will be used. That draft document will be discussed until 10
January 2017162. A wholesale market price (WMP) formula for electricity for 2017 has been published; it
provides for total reduction of WMP by 15.2% of the effective WMP this year163. Moreover, the NEPURC
has published two resolutions bringing in line with Ukrainian legislation procedures of reporting by oil and
gas164 companies operating in the sector of heat supply165. These draft documents will be discussed until
10 February 2017.
On December 25, the NEPURC reported on the successful completion of the test project of remote
metering of the natural gas consumption. The distribution companies took part in the project:
Dnipropetrovskgaz, Odesagaz and Poltavagaz. As a result, non-standard situations have been identified and
trained; ability of the system to automatically form real gas balance (hourly consumption) and report
information irrespective of the type of the gas consumption has been confirmed166.
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Directive 2014/25/EU and Chapter 8, Title IV of the AA
The Central Procurement Organisation (CPO) whose creation started in November 2016, has started its
work. It is expected that as early as in the beginning of 2017, first agreements will be signed with the
Ministries167.
As for public procurements, Prime Minister Volodymyr Groysman stated that the Government would
ensure preferential regime for the domestic companies compared to the foreign suppliers if the parity of
their prices and quality of their offers will be approximately the same168.
Article 255 of the AA
On December 14, the AMCU and representatives of law firms, businesses and project experts discussed
recommendatory explanations of the horizontal concentrations assessment, and namely, application of
Article 25 of the Law of Ukraine “On Protection of Economic Competition” was explained. Assessment of
horizontal concentration by the Committee includes identifying respective commodity and geographic
markets and assessment of concentration’s impact on competition169. On December 16, discussion
continued with the Public Council, where, apart from assessment of horizontal concentrations,
recommendatory explanations on the criteria of imposition of fines for violations of competitive law were
discussed (as regards the provisions of Article 52 of the Law of Ukraine “On Protection of Economic
Competition”170.
Meanwhile, the draft Law No. 5596 “On the Introduction of Amendments to Certain Legislative Acts of
Ukraine (as regards improvement of legislative regulation of economic competition)” was registered with
the Parliament. The draft document proposes to confer powers of granting permits for concerted action to
the AMCU exclusively, as such permits may currently be granted also by the CMU (amendments to Article
25 of the Law of Ukraine “On Protection of Economic Competition”) and double penalties for anticompetitive concerted practices (amendments to Article 52, ibid). Moreover, it is proposed to established
criminal sanctions for the AMCU officials for supporting anti-competitive practices, providing for restriction
of liberty or three-year imprisonment (amendments to Article 219-1 of the Criminal Code of Ukraine)171.
Article 256 of the AA
In October, the so called “petrol case” was resolved, and the AMCU fined 7 oil traders for concerted action
in the market. In the Committee’s opinion, the reason for the abuse was insufficient transparency of the
market itself, and in order to solve the existing problem, the AMCU held a inter-ministerial meeting the
representatives of the Association of Operators in the Oil Products Market of Ukraine, the Ministry of
Finance, SFSU, MIA and other authorities. Following the meeting, a working group was created, tasked with
the elaboration of the improved parameters and possible ways of information exchange in order to ensure
comprehensive monitoring over the oil and oil products markets172.
The AMCU published explanation for the undertakings on its website regarding the information to be
contained in the applications for permits for concerted action in the market. It concerns technical details of
correct preparation of respective applications173.
Article 258 of the AA
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On December 20, the AMCU held a round table “Heat supply: issues of concern and ways of solution
thereof”. The major issues in that discussion were application of tariffs for district heating, refusal of
conclusion of direct agreements for heat supplies on the part of the heat supply companies and setting fees
for common-use areas. The round table resulted in requesting the Government to charge the Ministry of
Regional Development and Construction with the development necessary legislative acts to resolve all
issues of concern identified in the respective request174.
Articles 263 and 267 of the AA
In pursuance of direct requirements of Article 267, the AMCU has drawn up the draft CMU Resolution “On
approval of the Procedure of recovery of unlawful State aid incompatible with competition” which clearly
sets out grounds, means and terms of recovery of unlawful State aid. That document also lays down
requirements to a decision of the Authorized body and consequences of failure to comply with that
decision175. Also, the AMCU presented the results of the pilot project of analysis of certain support
programmes for to undertakings in the energy sectors. According to the results of that analysis,
recommendations for central executive authorities have been developed, which, among other things,
provide for conclusive inventory of the existing schemes of State aid of which the results must be submitted
to the AMCU. The Committee, in its turn, undertakes to develop, for consideration by the Government,
regulatory legal acts as regards the criteria to be used for the analysis of the schemes mentioned above,
and to develop draft register of compatible State aid176.
In the building of the AMCU, the third training for its personnel took place. It was delivered by experts from
CMS (law firm ranked among Top 10 in the world) with the support from the EBRD. The training offered
best world and European practices of compliance with competitive law. The experts spoke of merger
control in international transactions; approaches and methodology of investigations and application of
other mechanisms of competitive law177.
Article 379 of the AA
The issue of industrial parks is still being discussed but outside the four walls of the Parliament. At the 2 nd
International Trade and Industry Conference178, during discussion of the topic “Development of industrial
parks in Ukraine”, Serhii Lakhno, Director of the AMCU’s Department for Competition Policies, turned the
participants’ attention to the fact that incentive taxation of the parks’ members is one of the forms of State
aid and, therefore, should be limited in time179. At the same time, Prime Minister Volodymyr Groysman
considers that such legislation has to be adopted, and the Government will facilitate the process180.
Presently, the respective draft Law No. 2554а-д “On Amending the Transitional Provisions Section of the
Tax Code of Ukraine, with the View of Creation of Industrial Parks in Ukraine” has only passed the first
reading in Parliament in October181.
Articles 144–177 of the AA
The Parliament has adopted in the second reading the Law of Ukraine “On Amending the Transitional
Provisions Section of the Tax Code of Ukraine as Regards Improvement of the Investment Climate in
Ukraine”, which was subsequently signed by the President182. The amendments provided for by the new
Law of Ukraine are described in more detail in the November monitoring report183.
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Articles 27–29 of the AA
The draft Law on the introduction of amendments to the Tax Code of Ukraine has been adopted. That draft
Law provides for application of various kinds of customs declarations — the same as in the EU for the
procedure of the common transit in the trade between the states parties to the Conventions. Ukraine will
benefit from this, and particularly by starting the process of introduction of European rules governing
transits in goods, which is supposed to result in Ukraine’s accession to a number of Conventions on a single
transit regime and trade in goods. Among other benefits, single customs declaration and no need to declare
exported goods etc. are worth mentioning.184
In early December, representative of the SFSU met the Head of the Support Group for Ukraine in the
European Commission Peter Wagner. During the meeting, the parties discussed projects in the taxation and
customs sectors supported by the EU. 2017 objectives were also identified, including: electronic
information exchange and joining the common transit system (NCTS) in the customs area and automatic
exchange of taxation-related information with the foreign authorities, control over transfer pricing and
updating of information systems, and particularly in the area of taxation185. Meanwhile, Acting Deputy
Head of the SFSU Myroslav Prodan, during the discussion of the Framework Strategy for EU–Ukraine
Customs Cooperation, noted that prior to the implementation thereof, it is necessary to introduce certain
amendments, but failed to specify which ones he had in mind186.
It is also necessary to mention the achievements of the one-stop-shop project in the customs control
sector: the number of clearances under that principle has increased three times from 6,000 in September
to 18,000 requests in November187.
Article 88 of the AA
Prime Minister Volodymyr Groysman hopes to achieve 3% economic growth in 2017 due to the creation of
a good investment climate in the country. In his opinion, the decentralisation process which made possible
for local governments to get more powers, will contribute to it. For businesses, in its turn, it means easier
registration of property, business, land management etc. at the local level188.
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Assessment of Ukraine’s progress: 30 out of 100
The Energy Community Secretariat has not closed the case initiated in 2014 concerning lack of
legislation to regulate granting of State aid. The case is still on the table due to formal reasons — the
Law of Ukraine “On State Aid to Undertakings” hasn’t yet come into effect.
Ukraine has ratified the WTO Agreement on Government Procurement and adopted a framework law
on public procurement. The Government has also approved the Public Procurement System Reform
Strategy. In pursuance of Directive 2014/25/EU as regards public procurement in the utilities sector,
another 10 acts of secondary legislation must be adopted.
The Law of Ukraine “On the National Energy and Public Utilities Regulatory Commission” has been
adopted. That law fully takes into account provisions of Directives 2009/72/EC and 2009/73/EC, as well
as best international practices ensuring independence and professionalism of the regulator. In
pursuance thereof, the Parliament and the NEPURC have to adopt a number of acts.
In pursuance of commitments in the area of competitive law, 6 out of 10 regulatory legal acts have been
adopted, and a provision was implemented into the Law of Ukraine “On Protection of Economic
Competition”.
In the area of commitments on the State aid to undertakings, a framework law and 5 of 10 acts of
secondary legislation have been adopted, the rest are being developed but their draft texts haven’t
been published yet. The pilot project of the analysis of certain programmes of support to undertakings
in the energy sectors has also been accomplished, which makes it possible for the AMCU to move
forward towards achieving the objective of creation of the State aid register.
The AMCU’s work on protection of economic competition was assessed based on the Global
Competitiveness Index by the criteria of competition at a local level and effectiveness of anti-monopoly
policy of Ukraine.
At the same time, investment attractiveness of the markets still remains weak. Based on the data for
June – September 2016 in comparison with the same period of 2015, the increase in capital investment
in the extractive industry reached 154% (UAH 6,796.9 million); in the coke production industry and in
the oil processing industry — 101.7% (UAH 158.3 million), in supply of electricity, gas, vapour and
conditioned air — 110.3% (UAH 6,702.5 million). At the same time, the trend of foreign investments in
all the three areas of economic activities was negative.
All necessary information on the procedures of and requirements to licensing and connection is
accessible on the NEPURC’s website (section Licensing (Administrative Services)). According to the
official data, Ukraine lags far behind the EU Member States (Germany was taken as an example) in the
matter of connection to gas and electricity networks. In particular, to connect to a gas network (Code of
gas distribution systems) it is necessary to pass 7 procedures which takes 115 days; and to connect to an
electricity network (Doing Business index) 5 procedures are required that take 281 days.

Methodology
The Project is being implemented by five partners and two invited permanent experts. The Project is
being implemented by the following five partners: NGO “DIXI GROUP”, Resource & Analysis Center “Society
and Environment”, Civil Network “OPORA”, Association “European-Ukrainian Energy Agency”, and AllUkrainian NGO “Energy Association of Ukraine”. Among the project permanent members are L. Unigovskyi,
General Director of Naftogazbudinformatyka LLC, and G. Riabtsev, Social Program Director of Psycheа
Scientific and Technical Centre.
For the purpose of monitoring the implementation of the Association Agreement, the project
participants have been divided into six working groups. These are, in particular, Gas group: L. Unigovskyi
and R. Nitsovych (DiXi Group); Electricity group: S. Golikova (Energy Association of Ukraine) and O. Shumilo;
Energy Efficiency and Social Issues group: T. Boyko (OPORA) and D. Nazarenko (DiXi Group); Environment
and Renewable Energy Sources group: N. Andrusevych (Society and Environment) and N. Yermakova (DiXi
Group); Business Climate and Investments group: V. Beliakova (European-Ukrainian Energy Agency) and
A. Bilous (DiXi Group), Oil group: G. Riabtsev (Psychea) and T. Tkachuk (DiXi Group).
The Project participants identified the monitoring framework for each working group based on the
results of their analysis of the Association Agreement. This framework is described in Annex 1.
The main source of information for monitoring purposes is official information provided by public
authorities. These include, in particular, adopted regulatory and legal acts, statements by top officials,
information about meetings and events with the participation of representatives of public authorities. Also,
monitoring could be based on messages by key energy market players, their decisions and initiatives. Other
sources of information can include published articles, interviews, news, as well as results of bilateral
meetings between experts and energy market players.
The subject of monitoring is transposition and, if appropriate, implementation of Directives. The groups
and experts monitor, first of all, transposition of acquis into the Ukrainian legislation and compliance
therewith. If appropriate, but only as an option, the quality of implementation of acquis and the effect of
their implementation on the market and/or consumers can be subject to monitoring.
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ANNEX 1.
List of Articles of the Association Agreement and Acquis Subject to Monitoring
The group Electricity and Nuclear Security conducts monitoring and assessment of issues relating to
electricity, nuclear energy, coal and elimination of consequences of the Chornobyl accident. Acquis
concerned:
Article 269, Chapter 11, Title IV, Directive 2009/72/EC (market-related provisions)
Article 270, Chapter 11, Title IV, Regulation (EC) 714/2009
Article 271, Chapter 11, Title IV, Regulation (EC) 714/2009
Article 273, Chapter 11, Title IV, Regulation (EC) 714/2009, Directive 2009/72/EC
Article 274, Chapter 11, Title IV, Regulation (EC) 714/2009, Directive 2009/72/EC
Article 305, Chapter 14, Title IV, Directive 2009/72/EC, Directive 2005/89/EC
Article 338, Chapter 1, Title V
Article 338, Chapter 1, Title V, Cooperation Agreements with IFIs
Article 339, Chapter 1, Title V, coal market
Article 342, Chapter 1, Title V, cooperation in the nuclear safety sector, Council Directive 2014/87/Euratom,
Council Directive 2013/59/Euratom, Council Directive 2006/117/Euratom
Article 342, Chapter 1, Title V, cooperation in the nuclear safety sector
The group Gas conducts monitoring and assessment of issues relating to gas, in particular, the
implementation of the following acquis:
Articles 338, 341, Directive 2009/73/EC (market-related provisions)
Articles 338, 341, Regulation (EC) 715/2009
Articles 338, 341, Directive 2004/67/EC + Annex XXVI (Early Warning Mechanism), Articles 275
(Unauthorised taking of energy goods), 276 (Interruption), 309 and 314 (resolution of disputes) of the
Association Agreement
Chapter 11 Trade-related energy, in particular Articles 269 (Domestic regulated prices), 270 (Prohibition of
dual pricing), 271 (Customs duties and quantitative restrictions), 272 (Transit) and 273–274 (Transport,
cooperation on infrastructure)
Annex XXVII to Chapter 1 Energy cooperation, including nuclear issues — Directive 94/22/EC + Articles 279–
280 (Access to and exercise of the activities of prospecting, exploring for and producing hydrocarbons, and
licensing conditions)
The group Energy Efficiency and Social Issues conducts monitoring and assessment of the implementation
of the following acquis:
Directive 2010/30/EU
Directive 2010/31/EU
Directive 2006/32/EU
Directive 2012/27/EU
Directive 2009/72/EC (social issues)
Articles 338, 341 of the Association Agreement
Directive 2009/73/EC (social issues)
Articles 338, 341 of the Association Agreement
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The group Environment and Renewable Energy Sources conducts monitoring and assessment of the
implementation of the following acquis:
Article 363, Directive 2011/92/EU
Article 363, Directive 2001/42/EC
Article 363, Directive 2003/42/EC
Article 363, Directive 2003/35/EC
Directives 85/337/EEC and 96/61/EC
Article 363, Directive 2008/50/EC
Article 363, Directive 1999/32/EC
Article 363, Directive 94/63/EC
Article 363, Directive 2009/147/EC
Article 363, Directive 2010/75/EU
Article 338, Directive 2009/28/EC
The group Oil conducts monitoring and assessment of the implementation of the following acquis:
Directive 2009/119/EC
Directive 94/22/EC
Directive 98/70/EC
Articles 274, Chapter 11 of the Association Agreement (Trade-related energy)
Articles 275, Chapter 11 of the Association Agreement (Trade-related energy)
Articles 276, Chapter 11 of the Association Agreement (Trade-related energy)
Articles 279, Chapter 11 of the Association Agreement (Trade-related energy)
Articles 280, Chapter 11 of the Association Agreement (Trade-related energy)
Article 337 of the Association Agreement
Article 338 of the Association Agreement
Article 339 of the Association Agreement
The group Business Climate conducts monitoring and assessment of the implementation of the following
acquis:
Article 27, Chapter 11 (Title IV TRADE AND TRADE-RELATED MATTERS) of the Association Agreement
Article 28, Chapter 11 (Title IV TRADE AND TRADE-RELATED MATTERS) of the Association Agreement
Article 29, Chapter 11 (Title IV TRADE AND TRADE-RELATED MATTERS) of the Association Agreement
Article 88, Chapter 6 (Title IV TRADE AND TRADE-RELATED MATTERS) of the Association Agreement
Article 93, Chapter 6 (Title IV TRADE AND TRADE-RELATED MATTERS) of the Association Agreement
Articles 97-102, Chapter 6 (Title IV TRADE AND TRADE-RELATED MATTERS) of the Association Agreement
Article 104, Chapter 6 (Title IV TRADE AND TRADE-RELATED MATTERS) of the Association Agreement
Article 105, Chapter 6 (Title IV TRADE AND TRADE-RELATED MATTERS) of the Association Agreement
Article 107, Chapter 6 (Title IV TRADE AND TRADE-RELATED MATTERS) of the Association Agreement
Articles 144-147, Chapter 7 (Title IV TRADE AND TRADE-RELATED MATTERS) of the Association Agreement
Chapter 8 (Title IV TRADE AND TRADE-RELATED MATTERS) of the Association Agreement and the Directive
2014/25/EU
Article 255, Chapter 10 (Title IV TRADE AND TRADE-RELATED MATTERS) of the Association Agreement
Article 256, Chapter 10 (Title IV TRADE AND TRADE-RELATED MATTERS) of the Association Agreement
Article 258, Chapter 10 (Title IV TRADE AND TRADE-RELATED MATTERS) of the Association Agreement
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Article 263, Chapter 10 (Title IV TRADE AND TRADE-RELATED MATTERS) of the Association Agreement
Article 267, Chapter 10 (Title IV TRADE AND TRADE-RELATED MATTERS) of the Association Agreement
Article 277, Chapter 11 (Title IV TRADE AND TRADE-RELATED MATTERS) of the Association Agreement and
Directives 2003/54/EC and 2003/55/EC (as regards the regulatory authority)
Articles 355-359, Chapter 5, (Title V ECONOMIC AND SECTOR COOPERATION) of the Association Agreement
and Directive 2008/92/EC
Article 379, Chapter 10 (Title V ECONOMIC AND SECTOR COOPERATION) of the Association Agreement
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ANNEX 2.
Glossary (Short Description) of EU Acquis Subject to Implementation Monitoring

Gas
Directive 2009/73/EC concerning common rules for the internal market in natural gas and repealing
Directive 2003/55/EC
This Directive establishes common rules for the transmission, distribution, supply and storage of natural
gas. The rules established by this Directive apply to natural gas, liquefied natural gas (LNG), biogas and gas
from biomass. They aim to achieve a competitive, secure and environmentally sustainable market. This
Directive provides for compulsory functional unbinding (supply) of transmission system operators (TSO) in
vertically integrated undertakings. EU Member States must ensure that all customers are entitled to freely
choose natural gas supplier and can easily change supplier within three weeks. At the same time, Member
States may impose on suppliers selling gas to household customers obligations which may relate to
security, including security of supply, regularity, quality and price of supplies, and environmental
protection, including energy efficiency.
Regulation (EU) No. 715/2009 on conditions for access to the natural gas transmission networks and
repealing Regulation (EC) No. 1775/2005
This Regulation sets common rules for access to gas transmission systems, LNG terminals and storage
facilities taking into account the special characteristics of national and regional markets. The document
establishes the procedures of certification of transmission system operators, as well as development,
elaboration and implementation of network codes (with the participation of the European Network of
Transmission System Operators — ENTSO — for Gas). The key objective of this Regulation is to ensure that
all market participants have free and non-discriminatory access to relevant infrastructure and capacities.
Directive 2004/67/EC concerning measures to safeguard security of natural gas supply
This Directive establishes a common framework within which Member States must define general,
transparent and non-discriminatory security of supply policies compatible with the requirements of a
competitive market, and clarify the roles and responsibilities of market players (including in case of
emergency). The government must specify minimum security of supply standards to be complied with by
the market players, prepare and update national emergency measures, identify “vulnerable” customers
and ensure adequate security for them, establish cooperation with the European Commission and other
stakeholders.

Electricity and Nuclear Security
Council Directive 2014/87/Euratom of 8 July 2014 amending Directive 2009/71/Euratom establishing a
Community framework for the nuclear safety of nuclear installations
The Directive establishes a European framework for maintaining and promoting consistent improvement of
nuclear safety and its regulation. It sets an ambitious safety goal across the EU in order to prevent accidents
and avoid radioactive waste from nuclear installations. The directive applies to any nuclear installation
subject to licensing.
Council Directive 2013/59/Euratom laying down basic safety standards for protection against the dangers
arising from exposure to ionising radiation
The Directive establishes basic safety standards to protect the health of employees, the general public,
patients and others from the dangers of exposure to ionising radiation. The Directive applies to any
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planned, existing or emergency situation which involves a risk to ionising radiation. In particular, it applies
to: the manufacture, production, processing, handling, disposal, use, storage, holding, transport, import to
and export from the EU of radioactive material; the manufacture and operation of electrical equipment
emitting ionising radiation; human activities withnatural radiation sources that could lead to a significant
increase in the exposure of employees or the public, such as the exposure of space crew to cosmic
radiation; domestic exposure to radon gas in indoor air and external exposure to gamma radiation from
building materials; managing emergency exposure situations that require measures to protect the public
and workers.
Directive 2009/72/EC concerning common rules for the internal market in electricity and repealing
Directive 2003/54/EC
This Directive establishes common rules for the generation, transmission, distribution and supply of
electricity. It also lays down universal service obligations and the rights of electricity consumers and clarifies
competition requirements. Open internal market enables all consumers freely to choose their suppliers and
all suppliers freely to deliver to their customers (free movement of goods, the freedom of establishment
and the freedom to provide services). At the same time, this Directive sets stricter requirements to
unbundling of transmission system operators (TSO) in vertically integrated undertakings. It also contains
consumer rights provisions, reinforces and clarifies the functions and powers of regulatory authorities.
Regulation (EC) No. 714/2009 on conditions for access to the network for cross-border exchanges in
electricity and repealing Regulation (EC) No. 1228/2003
This Regulation establishes the rules for cross-border exchanges of electricity with the view to enhancing
competition and achieving harmonization within the internal market in electricity. Comparing to the
previous Regulation No. 1228/2003, this Regulation contains additional provisions on certification of
transmission system operators (TSO), introduction of network codes and publication of information by
system operators. It also clarifies that the European Network of Transmission System Operators for
Electricity (the ENTSO for Electricity) is responsible for the management of electricity transmission
networks to allow trading and supplying electricity across borders within the EU.
Directive 2005/89/EC concerning measures to safeguard security of electricity supply and infrastructure
investment
This Directive establishes measures aimed at safeguarding security of electricity supply so as to ensure the
proper functioning of the internal market for electricity, an appropriate level of interconnection between
Member States, an adequate level of generation capacity and an adequate balance between supply and
demand. It establishes a framework within which Member States are to define general transparent and
non-discriminatory policies on security of electricity supply compatible with the requirements of a
competitive market for electricity. They must define and publish roles and responsibilities of competent
authorities and all relevant market actors. In implementing these measures, Member States are supposed
to guarantee continuity of electricity supplies, explore possibilities for cross-border cooperation in relation
to security of electricity supply, reduce the long-term effects of the growth of electricity demand, ensure
diversity in electricity generation, encourage energy efficiency and the adoption of new technologies,
ensure regular renewal of networks.
Council Directive 2006/117/Euratom on the supervision and control of shipments of radioactive waste
and spent fuel
This Directive authorizes transboundary shipments of spent fuel between Member States for processing,
requires prior authorization for transboundary shipments of radioactive waste and spent fuel where such
fuel is moved from, through the territory of or to a Member State. This Directive also requires return of
radioactive waste to its country of origin.
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Energy Efficiency and Social Issues
Directive 2010/30/EU on the indication by labelling and standard product information of the
consumption of energy and other resources by energy-related products
This Directive regulates labelling of energy-related products and provision of information to consumers
relating to their consumption of electric energy. It applies to products which have a direct or indirect
impact on the consumption of energy and on other resources during use. Suppliers placing products on the
market must ensure that such products are labelled with the information about their consumption of
energy and other resources. Suppliers must also produce technical documentation to include: a general
description of the product; the results of design calculations carried out; test reports; the references
allowing identification of similar models. The technical documentation must be available for inspection
purposes for a period ending five years. Suppliers must provide the labels and product-related information
free of charge to dealers, and the latter must display labels properly, in a visible and legible manner.
Directive 2010/31/EU on the energy performance of buildings
This Directive promotes the improvement of the energy performance of buildings within the Union, taking
into account outdoor climatic and local conditions. It lays down minimum requirements, common general
framework for a methodology and covers energy used for heating, hot water, cooling, ventilation and
lighting. National authorities must establish reasonable minimum requirements to energy efficiency to be
reviewed every five years. They also establish a system of certification of the energy efficiency. Such
certificates provide information to prospective buyers or tenants on the energy performance of buildings,
and advice on enhancing it.
Directive 2012/27/EU on energy efficiency, amending Directives 2009/125/EC and 2010/30/EU and
repealing Directives 2004/8/EC and 2006/32/EC
This Directive establishes a common framework of measures for the promotion of energy efficiency within
the Union in order to ensure the achievement of the Union’s 2020 20% headline target on energy
efficiency. Such measures include:








annual 1.5% energy savings resulting from implementing energy efficiency measures by distribution
network operators and suppliers;
enhancing energy performance of heating systems, installation of double-glazed windows and roof
insulation;
purchase of buildings, products and services with high energy-efficiency performance by public bodies;
annual energy modernization of at least 3% of the total floor area of buildings owned and occupied by
public bodies;
expanding rights and possibilities of consumers in the area of energy management which includes easy
and free access to the metering data on the actual consumption;
national incentives for small and medium-sized enterprises to conduct energy audit that should be
mandatory for all large enterprises;
monitoring of the energy performance of new energy generating capacities.

Environment and Renewable Energy Sources
Directive 2011/92/EU on the assessment of the effects of certain public and private projects on the
environment (codification)
This Directive introduces an important instrument of the environmental policy — environmental impact
assessment. Member States must ensure, first of all, that projects likely to have significant effects on the
environment (by virtue, inter alia, of their nature, size or location) are made subject to a requirement for
development consent and an assessment with regard to their effects. This Directive contains two lists of
projects subject to environmental impact assessment (from nuclear power stations, gas pipelines, etc., to
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large pig farms). An important element is stricter publicity requirements, including to the public
participation in the environmental impact assessment.
Directive 2001/42/EC on the assessment of the effects of certain plans and programmes on the
environment
This Directive introduces an important instrument of environmental policy — strategic environmental
assessment. An environmental assessment must be carried out of certain plans and programmes during
their preparation. Such assessment includes preparation of the environmental report (that must contain
detail information on the likely significant environmental effects and reasonable alternatives) and
consultations with the relevant authorities and the public. Where a transboundary effect is possible, an
assessment and consultations in a transboundary context must be carried out.
Directive 2003/4/EC on public access to environmental information and repealing Council Directive
90/313/EEC
This Directive implements the provisions of the Aarhus Conventions relating to public access to
environmental information. It aims to guarantee public access to environmental information owned by
public authorities — both upon request and through active dissemination thereof. Environmental
information must be made available to an applicant within one month after the receipt by the public
authority of the applicant’s request. A request for environmental information may be refused if the request
is manifestly unreasonable, or formulated in too general a manner, concerns an unfinished document or
internal communications.
Directive 2003/35/EC providing for public participation in respect of the drawing up of certain plans and
programmes relating to the environment and amending with regard to public participation and access to
justice Council Directives 85/337/EEC and 96/61/EC
This Directive addresses the implementation of the Aarhus Convention in respect of public participation
and access to justice. It sets the requirements to the introduction of mechanisms of informing the public,
holding consultations with the public and taking account of comments and proposals of the public in
decision-making. Member States must ensure that the public is given early and effective opportunities to
participate in the preparation and modification or review of the plans or programmes required to be drawn
up under the provisions listed in Annex I of the Directive.
Directive 2008/50/EC on ambient air quality and cleaner air for Europe
This Directive establishes ambient air quality and ambient air quality management standards. For this
purpose, it establishes upper and lower assessment thresholds, target and threshold values, sets objectives
for the reduction of the effect of particulate matters, defines and classifies zones and agglomerations,
introduces the systems of informing the public and ambient air quality assessment with respect to various
pollutants. Where, in a given zone or agglomeration, there is a risk that the levels of pollutants will exceed
the alert thresholds, short-term action plans must be drawn up.
Directive 1999/32/ЕС relating to a reduction in the sulphur content of certain liquid fuels and amending
Directive 93/12/EEC, as amended by the Regulation (EC) No. 1882/2003 and Directive 2005/33/EC
The purpose of this Directive is to reduce the emissions of sulphur dioxide resulting from the combustion of
certain types of liquid fuels and thereby to reduce the harmful effects of such emissions on man and the
environment. It sets the maximum sulphur content in heavy fuel oil, gas oil and marine gas oils. It also
specifies methods of sampling and analysis of sulphur content in fuel to check compliance with the
requirements.

Glossary
Directive 2009/147/EC on the conservation of wild birds (Article 4.2)
This Directive relates to the conservation of all species of naturally occurring birds in the wild state in the
European territory of the Member States. The mechanism of conservation of wild birds provides for the
protection of their habitats; protection and use of birds; prevention of harm that can be caused by invasive
species; research and reporting. According to Article 4.2, special protection areas need to be established
based on ornitological criteria. Special measures also need to be taken to protect migratory species
naturally occurring in the territory of a particular state, especially in wetlands.
Directive 2010/75/EU on industrial emissions (integrated pollution prevention and control)
This Directive lays down rules on integrated prevention and control of pollution arising from industrial
activities. It requires using the integrated approach to activities referred to in Annex I thereto. All
installations covered by this Directive must prevent or reduce pollution due to using best available
techniques, efficient energy use, prevention and control of emissions. Transparency of the integrated
approach is ensured by the public participation.
Directive 2009/28/EC on the promotion of the use of energy from renewable sources and amending and
subsequently repealing Directives 2001/77/EC and 2003/30/EC
This Directive provides for setting mandatory national targets for the overall share of energy from
renewable sources in the overall energy balance to take account of statistics and potential of each
particular country. These targets include the achievement of a 20% share of energy from renewable
sources in overall Energy Community energy consumption by 2020 and a 10% target to be achieved for the
share of RES in the transport sector. This Directive, among other, establishes rules for joint green energy
projects between Member States and third countries and access to the grid-system of electricity produced
from renewable energy sources.

Oil
Directive 2009/119/EC imposing an obligation on Member States to maintain minimum stocks of crude
oil and/or petroleum products
This Directive lays down rules aimed at ensuring a high level of security of oil supply in the Community
through reliable and transparent mechanisms based on solidarity amongst Member States. It provides for
the adoption of such laws, regulations or administrative provisions as may be appropriate in order to
ensure that the total oil stocks maintained at all times within the Community for their benefit correspond,
at the very least, to 90 days of average daily net imports or 61 days of average daily inland consumption,
whichever of the two quantities is greater.
Directive 98/70/EC relating to the quality of petrol and diesel fuels
The EU introduced rules prohibiting leaded petrol and limiting the permitted sulphur content in diesel fuel
with the view to improving air quality and reducing greenhouse gas emissions. This Directive sets technical
specifications applicable to petrol, diesel fuels and biofuels used in vehicles, as well as to gas oils used in
non-road mobile machinery. Apart from the prohibition of marketing leaded petrol, Member States must
conduct assessment of national consumption of fuel, adopt laws and identify the authorized body (bodies)
to introduce the fuel quality monitoring system.
Directive 94/63/EC on the control of volatile organic compound (VOC) emissions resulting from the
storage of petrol and its distribution from terminals to service stations, as amended by Regulation
No. 1882/2003 189
This Directive provides for the registration of all terminals used for storage, loading and unloading of oil
products, installation of technical means allowing reduction of VOC emissions from mobile containers with
189

The official translation has a lot of mistakes resulting from inaccurate translation

Glossary
oil products, bringing all stationary tanks, rail, marine and motor vehicle tanks and loading installations in
compliance with the established requirements.
Directive 94/22/EC on the conditions for granting and using authorizations for the prospection,
exploration and production of hydrocarbons
This Directive establishes common rules to ensure the non-discriminatory access to and pursuit of activities
relating to the prospection, exploration and production of hydrocarbons. These objective and transparent
rules reinforce integration of the internal energy market, encourage greater competition and improve
security of supply. The document provides for the implementation of measures to ensure:




equal access to all organizations possessing necessary resources for prospecting, exploring for and
producing hydrocarbons;
granting authorizations on the basis of objective, published criteria;
communication of all necessary information to all organizations participating in the established
procedures.

Business Climate
Directive 2014/25/EU on procurement by entities operating in the water, energy, transport and postal
services sectors and repealing Directive 2004/17/EC
This Directive aims to ensure market openness, as well as fair procurements, in particular in the energy
sector: extraction (production), transmission and distribution of gas, heat, electricity.
Directive 2009/72/EC concerning common rules for the internal market in electricity and repealing
Directive 2003/54/EC
This Directive provides for the implementation of laws on the electricity market which defines electricity as
an energy-related product to be purchased/sold/produced/transmitted/stored. These operations may be
carried out by all licensed companies on equal competitive conditions. The state also ensures nondiscriminatory access to the existing infrastructure, creates favourable conditions for electricity producers
to invest in new forms of energy (wind, solar, etc.).
Directive 2009/73/EC concerning common rules for the internal market in natural gas and repealing
Directive 2003/55/EC
This Directive provides for the implementation of laws on the gas market which defines gas as an energyrelated product to be purchased/sold/produced/transmitted/stored. These operations may be carried out
by all licensed companies on equal competitive conditions. The state also ensures that companies have
non-discriminatory access to distribution networks, gas storage facilities and cross-border gas pipelines.
Directive 2008/92/EС concerning a Community procedure to improve the transparency of gas and
electricity prices charged to industrial end-users
Pursuant to that Directive, open, generally accessible mechanisms of providing information on the prices of
energy resources for customers must be introduced. A particular methodology of collection of respective
information about gas and electricity prices is to be drawn up and the respective mechanism to that effect
is to be introduced.

Benchmarks
ANNEX 3
Key Indicators to Assess Ukraine’s Progress in the Implementation of the EU–Ukraine Association Agreement in the Areas of Energy and Environment

GAS

Outcomes

1

Inconsistencies with the EU acquis, no
implementation efforts
Progress in transposing EU acquis into the
Ukrainian legislation

Outputs, effects
Number of cases on dispute
settlement initiated by the Energy
Community Secretariat
Number and level of regulatory
acts approved under a particular
directive / regulation190

Assessment
(points)
-

70

Directive 2009/73/EC
Regulation (EC) No. 715/2009
2

3

190

Directive 2004/67/EC

Level of independence of transmission
system/storage facility operators

Realisation of Naftogaz of Ukraine
NJSC restructuring plan aiming to

35

Assessment scale
Initiated/none
Initiated: -10 from the total points
None: no changes
0 to 100 points
0: no RA have been drafted and
approved
1–20: certain RA have been
drafted, none approved, however
21–40: most RA have been drafted,
some of them approved
41–60: all RA have been drafted,
some of them approved
61–80: most RA have been drafted
and approved
81–100: all RA have been drafted
and approved
Total point — average for all
directives under this section.
0 to 100 points
0: no independence in practice, full

Specific
weight
1

1

1

Including laws and secondary legislation, as well as action plans, security of supply reports etc.; excludes policy products, i.e. reports on drafting regulatory acts (RA), implementation
plans etc.

Benchmarks
unbundle natural gas transmission
and storage (injection, withdrawal)
functions

Level of independence of distribution network
operators

Number of documented
discriminating violations by the
operators191

N/A
(to be further
analysed)

4

Market openness
5a

191

Share of market with nonregulated prices or no restrictions
under special obligations

30
(consumed, total:
30.3 billion cubic
meters;
industry — non-reg. —
around 9 billion cubic

vertical integration
1–30: preparatory phase
completed (p. 1–5, 8 of the plan)
31–50: RA drafted and approved
(p. 6 of the plan)
51–70: assets transferred, TSO
certified (p. 7, 9 of the plan)
71–90: gas storage facilities
unbundled (p. 10–15 of the plan)
91–100: independence of both
operators has been confirmed by a
respective certificate and
compliance reports to be prepared
by the NEPURC
0 to 100 points
Point = share of violating operators
in the total number of checked
operators
0: 90–100%
1–20: 75–90%
21–40: 50–75%
41–60: 25–50%
61–80: 10–25%
81–100: 0–10%
0 to 100 points
Point = open market share

1

1

According to the NEPURC’s data on the results of state control measures, in particular data on the events of granting privileges to any procuring entity or gas supplying company when
awarding contracts for gas transmission via distribution pipelines, events of direct or indirect impeding or undermining the natural gas supply activities of gas supplying companies and
other events of abusing of monopoly power.

Benchmarks
Market concentration in the retail
market (number of players, their
shares)192

meters; 9/30  30)
N/A
(to be further
analysed)

5b

Clearly regulated mechanisms of change
of supplier in place
6

Level of dependence on gas imports and
diversification

Actual possibility to switch
between suppliers (share of
households that changed their
supplier, in a year194)

N/A
(to be further
analysed /
the NEPURC’s data)

Shares of import in the total
consumption structure

(50+90)/2 = 70

Share of each supplier in the
import structure
7

50
(import-dependent:
35%,
gas imported — 11.1
billion cubic meters)
90
(diversification:
4 suppliers, each with
the share
of <30%)

192

The NEPURC’s monitoring data (will be available later).
Sum of market shares of the three largest suppliers.
194
The NEPURC’s monitoring data (will be available later).
193

CR3 indicator assessment193 — 0 to
100 points
0: 95–100%
1–20: 85–95%
21–40: 70–85%
41–60: 60–70%
61–80: 50–60%
81–100: below 50%
Assessment of the so called
switching rate — 0 to 100 points
0: below 0.5%
1–20: 0.5–1%
21–40: 1–4%
41–60: 4–6%
61–80: 6–8%
81–100: over 8%
Import dependence assessment —
0 to 100 points
0: full dependence (95–100%)
1–20: partial dependence (70–95%)
21–40: partial dependence (55–
70%)
41–60: partial dependence (25–
50%)
61–80: partial dependence (5–25%)
81–100: full independence (0–5%)
Diversification assessment — 0 to
100 points

1

1

1

Benchmarks
0: dependence on one monopoly
supplier
1–20: share of alternative suppliers
— below 30%
21–40: share of alternative
suppliers (at least two) — 30% to
50%
41–60: share of alternative
suppliers (at least three, with one
or two of them having a share
exceeding 30%) — 50% to 66%
61–80: share of alternative
suppliers (at least four, with one or
two of them having a share
exceeding 30%) — 66% to 75%
81–100: at least four suppliers, all
with a share of less than 30%

Impact of supply interruptions

8

Status of settlements
9

195

Excluding debts in the previous periods.

Gas deficit created as a result of
supply interruptions, for the period
of interruptions (% of the total
consumption)
Duration of the emergency period
(days), if known
Trends in current settlements by
end consumers (other than
industrial) to supplying
companies195

N/A
90

25
(Settlements between
DHP / CHPP and
Naftogaz of Ukraine

Point = average (point for import
dependence, point for
diversification)
0 to 100 points
0: 65–100%
1–20: 20–65%
21–40: 15–20%
41–60: 10–15%
61–80: 5–10%
81–100: below 5%
0 to 100 points, % of the total
consumption in the period
0: below 50%
1–20: 50–70%

1

1

Benchmarks
NJSC for gas — 73%)

21–40: 70–85%
41–60: 85–90%
61–80: 90–97%
81–100: 97–100%

Points, total: 53.33196

ELECTRICITY AND NUCLEAR SECURITY

Outcomes

1

Inconsistencies with the EU acquis, no
implementation efforts
Progress in transposing EU acquis into the
Ukrainian legislation

Outputs, effects
Number of cases on dispute
settlement initiated by the Energy
Community Secretariat
Number and level of RA approved
under a particular directive /
regulation
Directive 2009/72/EC

Assessment
(points)
-10

35

2

Assessment scale
Initiated/none
Initiated: -10 from the total points
None: no changes

The Law “On the Electricity Market
of Ukraine” has been adopted only
in the first reading. The NEPURC
permanent group has a working
plan on drafting the necessary
secondary legislation. Certain
drafts have already been prepared,
but not published.

Regulation (EC) No. 714/2009
20

196

Average, excluding indicators without input data (N/A), including the specific weight of particular indicators.

The working groups have prepared
drafts of network codes,
commercial metering code, but
they are pending publishing as

Specific
weight
1

1

Benchmarks
they must comply with the
electricity market law which is still
waiting for its second reading.

Directive 2005/89/ЕС
21
Directive 2013/59/Euratom

Certain RA have been drafted,
however, only Requirements to
and conditions of security
(licensing conditions) of
production of sources of ionizing
radiation197 have been approved
by the Order of the SNRIU of
13.08.2015 No. 148 and registered
with the Ministry of Justice under
the No. 1054/27499 on
03.09.2015.

Directive 2013/59/Euratom
10

197

http://zakon2.rada.gov.ua/laws/show/z1054-15

Back in the end of 2015, the draft
Resolution of the CMU “On the
introduction of amendments to
the Procedure of authorizing
international transportations of
radioactive materials” has been
developed. However, the State
Regulatory Service (SRS) denied
the approval of that draft
Resolution. According to
representatives of the SRS, that
draft Resolution will be considered
once the Law of Ukraine “On
Authorising Nuclear Energy Use” is
brought into compliance with the

Benchmarks
Law of Ukraine “On Administrative
Services”.
Directive 2012/27/EU
Level of independence of bulk power network
operators
3

Level of independence of distribution network
operators (Oblenergos)
4

Market openness

Realisation of the process of
unbundling of transmission and
dispatching functions
Change of Ukrenergo’s corporate
management
Number of documented
discriminating violations by the
operators (according to the
licensing conditions for electricity
distribution and transmission)
Share of market with nonregulated prices or no restrictions
under special obligations

32
N/A
1

N/A
1

25

5a

Market concentration in the retail
market (number of players, their
shares)

N/A

Clearly regulated mechanisms of change
of supplier in place

Actual possibility to switch
between suppliers (share of
households that changed their
supplier, in a year)

N/A

Conditions of trade, including cross-border

Non-discriminating conditions of

50198

5b

6
7
198

Competition in the existing market
partially exists only in the heat
generation (TPP) segment which
reaches 43–47% in the total
generation structure. However,
the NEPURC adjusts the prices in
the wholesale market on a
monthly basis.

1

1

1
Auctions take place, but e-auction

Auctions take place, but e-auction has not yet been introduced. A relevant RA has been drafted. It may be published after the adoption of the Law “On the Electricity Market of Ukraine”

1

Benchmarks
trade

Security of supply

electricity import/export (customs
duties, restrictions, auctions etc.)
Deciding on the procedure of
holding consultations on power
exchange (transit)
Making decisions regarding the
announcement of state of
emergency in the electricity sector,
the UES of Ukraine etc.
Duration of the emergency period
(days), if known

8

Approval and realisation of the 10year Plan of development of the
UES of Ukraine

Creation of a radiation monitoring and
measurement system

9

199

Progress in the implementation of
a respective state special-purpose
programme (national action plan
for reducing risks of long-term
radon exposures)

0

has not yet been introduced. A
relevant RA has been drafted. It
may be published after the
adoption of the Law “On the
Electricity Market of Ukraine”.
0 to 100 points

(<1199)

90

30

On August 22, a 40-minute
threshold frequency drop down to
49.61 Hz was registered in the UES
of Ukraine operating in parallel
with the UESs of Russia, Belarus
and Baltic countries. It was caused
by an accident in Russia’s UES.
While Ukraine’s UES operated in
the design mode.
The plan has been approved to be
amended annually.
The second version of the draft
Resolution of the CMU “On
approval of the Procedure of
creation of a unified state
individual radiation exposure
control and measurement system”
was sent to the Ministry of Health
of Ukraine, the Ministry of
Economic Development and Trade

1

1

On August 22, a 40-minute threshold frequency drop down to 49.61 Hz was registered in the UES of Ukraine operating in parallel with the UESs of Russia, Belarus and Baltic countries. It was caused by an
accident in Russia’s UES. While Ukraine’s UES operated in the design mode.

Benchmarks
of Ukraine, the State Employment
Service of Ukraine for approval. As
of December 2016, that draft
Resolution has been approved by
all central executive bodies but the
Ministry of Health of Ukraine.
Points, total: 28.72200

200

Average, excluding indicators without input data (N/A), including the specific weight of particular indicators.

Benchmarks
OIL

Outcomes

1

Inconsistencies with the EU acquis, no
implementation efforts
Progress in transposing EU acquis into the
Ukrainian legislation

Outputs, effects
Number of cases on dispute
settlement initiated by the Energy
Community Secretariat
Number and level of RA approved
under a particular directive /
regulation201

Assessment
(points)
-

14

Directive 2009/119/EC
Directive 98/70/EC
2

Directive 98/70/EC

Preparedness of the infrastructure for the
creation of the required stocks of oil and/or
oil products.
3

201

Available technical capacity to
secure proper storage of stocks of
oil and/or oil products required to
implement Directive 2009/119/EC

40

Assessment scale
Initiated/none
Initiated: -10 from the total points
None: no changes
0 to 100 points
0: no RA have been drafted and
approved
1–20: certain RA have been
drafted, none approved, however
21–40: most RA have been drafted,
some of them approved
41–60: all RA have been drafted,
some of them approved
61–80: most RA have been drafted
and approved
81–100: all RA have been drafted
and approved
Total point — average for all
directives under this section.
0 to 100 points
Point = preparedness of the
infrastructure (% of required /
indicative volumes)
0: 0–10%
1–20: 10–25%
21–40: 25–50%

Specific
weight
1

1

1

Including laws and secondary legislation, as well as action plans, security of supply reports etc.; excludes policy products, i.e. reports on drafting regulatory acts (RA), implementation
plans etc.

Benchmarks
Volumes of the created stocks of oil and/or oil
products.

Volumes of the stocks of oil and/or
oil products

0

4

Transparency of authorizing use of the subsoil

5

Fuel quality assurance system
6

Number of sites within oil and gas
bearing fields put up for open
auction for development and
extraction, and granted for use
under the new procedure (yearly)

5

Number of violations registered in
the system of monitoring of quality
and safety of oil products in
Ukraine’s market pursuant to the
requirements of EU directives

0

Points, total: 10202

202

Average, excluding indicators without input data (N/A), including the specific weight of particular indicators.

41–60: 50–75%
61–80: 75–90%
81–100: 90–100%
0 to 100 points
Point = volume of stocks (% of
required / indicative volumes)
0: 0–10%
1–20: 10–25%
21–40: 25–50%
41–60: 50–75%
61–80: 75–90%
81–100: 90–100%
0 to 100 points
0: less than 5
1–20: 5–10
21–40: 11–15
41–60: 16–20
61–80: 21–30
81–100: 30 and more
0 to 100 points
0: no fuel quality assurance system
in place
1–100: depending on the number
of detected violations and severity
of the problem

1

1

1

Benchmarks
ENERGY EFFICIENCY AND SOCIAL ISSUES

Outcomes

1

Inconsistencies with the EU acquis, no
implementation efforts
Progress in transposing EU acquis into the
Ukrainian legislation

Outputs, effects
Number of cases on dispute
settlement initiated by the Energy
Community Secretariat
Number and level of RA approved
under:

Assessment
(points)
-

28

Assessment scale
Initiated/none
Initiated: -10 from the total points
None: no changes
0 to 100 points
(for Directive 2012/27/EU, specific
weight = 3)

Specific
weight
1

Directive 2010/30/EU203
Directive 2010/31/EU204

2

Directive 2012/27/EU

0: no RA have been drafted and
approved
1–20: certain RA have been drafted,
none approved, however
21–40: most RA have been drafted,
some of them approved
41–60: all RA have been drafted,
some of them approved
61–80: most RA have been drafted
and approved
81–100: all RA have been drafted
and approved

1

Total point — average for all
directives under this section, taking
account of the specific weight of
Directive 2012/27/EU
203

Directive 2010/30/EU on the indication by labelling and standard product information of the consumption of energy and other resources by energy-related products
Directive 2010/31/EU that sets minimum requirements for the energy performance of buildings and building elements; provides for the approval of national plans for increasing the number of nearly zeroenergy buildings; regulates application of minimum requirements to the energy performance of new buildings and new building units; provides for energy certification and establishing independent
certification control systems.

204

Benchmarks
3

Progress in increasing energy efficiency at the
national level (under the National Energy
Efficiency Action Plan)

Funds invested under energy efficiency
programmes
4

5

6

7

8

Progress in making buildings nearly zeroenergy

% of energy saved as a result of
implementation of energy
efficiency measures
GDP energy intensity, if known
Funds allocated or raised for the
implementation of existing energy
efficiency programmes (e.g. “warm
credits”, size of the Energy
Efficiency Fund)
Number of nearly zero-energy
buildings

0

100

0

Trends in the total area of premises in heated
and/or cooled buildings owned and occupied
by the central government and repaired to
achieve compliance with at least minimum
energy efficiency requirements
Progress in equipping consumers and multifamily buildings with individual heat meters

% of the total area of public
institutions that underwent energy
modernisation

0

% of consumers equipped with
individual heat meters

62

Number of events and total amount of fines
collected under claims for the failure to
implement energy efficiency provisions.

Number of events and total
amount of fines collected under
claims for the failure to implement
energy efficiency provisions.

-

Points, total: 25205

205

Average, excluding indicators without input data (N/A), including the specific weight of particular indicators.

0 to 100 points
__ taking into account % of
execution of the approved plan

2

0 to 100 points
__ taking into account % of achieving
the expected financing indicators

1

0 to 100 points
__ taking into account % of achieving
the expected indicators
0 to 100 points
__ 0 for negative trend
__ 100 for positive trend

0 to 100 points
__ taking into account % of
execution of the approved plan
0 to 100 points
__ taking into account % of achieving
the expected indicators

2

1

2

2

Benchmarks
ENVIRONMENT AND RENEWABLE ENERGY

Outcomes

1

Outputs, effects

Inconsistencies with the EU
acquis, no implementation
efforts

Number of cases on dispute settlement
initiated by the Energy Community
Secretariat

Progress in transposing EU
acquis into the Ukrainian
legislation

Number and level of RA approved under a
particular directive / regulation206
(1) Directives 2011/92/EU, 2003/4/EU,
2003/35/EC (creation of an
environmental impact assessment
system)

2

(2) Directive 2001/42/EC (creation of a
strategic environmental assessment
system)
(3) Directive 2003/4/EC on public access
to environmental information
(4) Directive 2003/35/EC providing for
public participation in respect of the
drawing up of certain plans and

206

Assessment
(points)
-20
Two cases:
- regarding sulphur
- regarding EIA (since September)

(1) 20 — the Plan for the
implementation of Directive has
been approved
- The Law of Ukraine “On
Environmental Impact Assessment”
has been drafted and adopted,
however, subsequently vetoed by
the President and returned to the
Parliament
(2) 20 — the Plan for the
implementation of Directive
- - The Law of Ukraine “On
Strategic Environmental
Assessment” has been
drafted and adopted,
however, subsequently
vetoed by the President and

Assessment scale
Initiated/none
Initiated: -10 from the total
points
None: no changes
0 to 100 points
0: no RA have been drafted
and approved
1–20: certain RA have been
drafted, none approved,
however
21–40: most RA have been
drafted, some of them
approved
41–60: all RA have been
drafted, some of them
approved
61–80: most RA have been
drafted and approved
81–100: all RA have been
drafted and approved

Specific
weight
1

1

Total point — average for all
directives under this section.

Including laws and secondary legislation, as well as action plans, security of supply reports etc.; excludes policy products, i.e. reports on drafting regulatory acts (RA), implementation
plans etc.

Benchmarks
programmes
(5) Directive 2009/147/EC on the
conservation of wild birds
(6) Directive 2008/50/EC on ambient air
quality and cleaner air for Europe
(7) Directive 2010/75/EU on industrial
emissions (integrated pollution
prevention and control)
(8) Directive 1999/32/EC relating to a
reduction in the sulphur content of
certain liquid fuels
(9) Directive 2009/28/EC on the
promotion of the use of energy from
renewable sources

returned to the Parliament
(3) 15 — the Plan for the
implementation of Directive
- The draft Law of Ukraine
“On the Introduction of
Amendments to Certain
Legislative Acts of Ukraine in
Terms of Access to
Environmental Information”
has been developed by the
working group created by
the Ministry of Ecology,
however, it has not yet been
published
(4) 20 — the Plan for the
implementation of Directive
- The draft Law of Ukraine
“On Strategic Environmental
Assessment” (which
complied with most
provisions on public
participation in respect of
the drawing up of certain
plans and programmes) has
been developed and
adopted, however,
subsequently vetoed by the
President

Benchmarks
(5) 20 — the Plan for the
implementation of Directive
- The draft Law of Ukraine
“On the Conservation of
Natural Habitats and of Wild
Flora and Fauna” has been
developed by the working
group created by the
Ministry of Ecology, however
not yet published
- The Order of the Ministry of
Ecology “On additional
measures relating to the
conservation of rare and
endangered species of flora
and fauna”
- Certain draft Laws have
been adopted in the first
reading which are not
directly related to the
implementation of this
Directive, but will have a
positive impact on the
protection of birds, if
efficiently implemented (the
draft Law “On the
Introduction of Amendments
to the Law of Ukraine “On
the Nature Reserve Fund of
Ukraine” (No. 4551), draft
Law “On the Introduction of
Amendments to Certain

Benchmarks
Legislative Acts of Ukraine
(as regards reinforcement of
ecological network
protection)” (No. 1769),
draft Law “On the
Introduction of Amendments
to Certain Legislative Acts of
Ukraine (on implementation
of the Convention on the
Conservation of European
Wildlife and Natural Habitats
(1979)) (No. 2023), draft Law
“On the Introduction of
Amendments to Certain
Legislative Acts of Ukraine
(as regards flora and fauna
protection in accordance
with international
agreements)” (No. 3445),
draft Law “On the
Introduction of Amendments
to Certain Legislative Acts of
Ukraine (as regards the
implementation of European
environmental standards on
protection of habitats of rare
animal and plant species)”
(No. 2604)
(6) 15 — the Plan for the
implementation of Directive

Benchmarks
-

The draft Ordinance of the
CMU “On approval of the
Concept for the state
environmental monitoring
system reform”

(7) 20 — the Plan for the
implementation of Directive
- The draft National Emission
Reduction Plan for large
combustion plants
- The draft National Emission
Reduction Plan for mining
and metallurgical companies
(not published)
- The draft Law of Ukraine
“On the Introduction of
Amendments to Certain
Legislative Acts of Ukraine
Regulating Relations in
Respect of Obtaining
Permits” (adopted in the
first reading)

(8) 15 — the Plan for the
implementation of Directive
- The draft Resolution of the
CMU “On the Introduction of
Amendments to the
Resolutions of the Cabinet of
Ministers of 1 June 2011

Benchmarks

-

No. 573 and of 1 August
2013 No. 927” (published for
discussion)
Resolution “On the
introduction of amendments
to p. 2 of the Technical
Regulation setting
requirements to motor
gasoline, diesel, marine, and
boiler fuels” (-5 points)

(9) 30 — the Plan for the
implementation of Directive
- The draft Law No. 4555-1
providing for supplementing
the list of renewable energy
sources with such energy
types as aerothermal and
hydrothermal energy has
been adopted
- The draft Law of Ukraine
“On the Introduction of
Amendments to Article 8 of
the Law of Ukraine “On
Alternate Fuels” (of which
the main idea is simplifying
conditions for doing
business in the area of
production of biological
fuels) has been adopted
- The Law No. 0105 “On

Benchmarks

-

-

Introduction of the
environmental impact
assessment system

3

E-register of conducted EIAs in place

Ratification of the Paris
Climate Change Agreement”
has been adopted
The Decree of the President
No. 200/2016 “On the
accession of Ukraine to the
Statute of the International
Renewable Energy Agency
(IRENA)”
The draft Law No. 4334 “On
the Introduction of
Amendments of the Law of
Ukraine “On Heat Supply”
(concerning encouraging
heat production from
alternative energy sources)
has been adopted in the first
reading

30 — the register contains
conclusions of the state
environmental procedure (not the
new EIA that had not been approved
at the time).
The register of conclusions issued by
the Ministry of Ecology is available
on the Ministry’s website. It was last
updated on 19 December 2016, and
61 conclusions of the state
environmental expert review were
uploaded during July to December
2016.
Conclusions issued by Oblast state

0 to 100 points
-–20 — the register has been
created
21–40 — the register
contains minimum
information
41–100 — depending on the
completeness of the
contained information

1

Benchmarks

4

5

Introduction of the strategic
environmental assessment
system

Conducting SEA at the national and local
levels

Progress in the creation of
special protection areas (SPA)
to protect birds

Number and sufficiency of SPAs proposed to
be created

0 — none is being crated due to lack
of special legislation

Access to environmental
information in practice

Trends in the scope of the environmental
information available electronically

20 — information is assessed based
on the data contained in the Unified
state open data web-portal
data.gov.ua (now in the test mode)
The Ecology section contains 111
information sets. Last update — on
18 December 2016.
Not applicable in this period

6

7

8

administration are available only for
Poltava, Zaporizhzhia and Zhytomyr
Oblasts.
0 — none conducted

Reformed environmental
monitoring system compliant
with Directive 2008/50/EC on
ambient air quality and
cleaner air for Europe
Control over emissions from
stationary sources, in
particular emissions of sulphur
dioxide

Trends in the scope of the environmental
monitoring information available
electronically

Trends in emissions of pollutants from
stationary sources into the ambient air

Trends in emissions of sulphur dioxide from
stationary sources into the ambient air

Not applicable in this period

Not applicable in this period

0 to 100 points
depending on the number
and quality of conducted
SEAs
0 to 100 points
depending on the number
and sufficiency of SPAs
proposed to be created
0 to 100 points
depending on the
completeness of the
contained information

0 to 100 points
depending on the
completeness of the
contained information
0 to 100 points
depending on the trends in
reducing emissions of
pollutants from stationary
sources into the ambient air
0 to 100 points
depending on the trends in
reducing emissions of
sulphur dioxide from
stationary sources into the
ambient air

1

1

1

1

1

1

Benchmarks
National Emission Reduction
Plan for large combustion
plants is in place and being
executed

Trends in emissions of pollutants by
combustion plants of over 50 MW

Not applicable in this period

Trends in size of investments in
modernization of energy facilities aimed at
reducing damage to the environment, and in
construction of new facilities

9

10

11

Approved methods of RES
accounting and monitoring
and the status of their
application

Trends in the number and capacity of
renewable energy facilities, as well as
volumes and share of the energy generated
by them in the consumption structure,
volumes of bioethanol, biofuel production
and marketing (in accordance with the
indicators set in the National Plan)
Programmes and mechanisms Number of RES use support schemes,
encourages use of renewable
assessment of the implementation of the
energy sources, funds invested National Action Plan
under these programmes

0 to 100 points
__ taking into account % of
achieving the expected
financing indicators

Not applicable in this period

0 — no state support programme

Points, total: 16.3207

207

0 to 100 points
depending on the trends in
emissions of pollutants by
combustion plants of over
50 MW

Average, excluding indicators without input data (N/A), including the specific weight of particular indicators.

Total point — average
0 to 100 points
__ taking into account % of
achieving the expected
indicators set by the
National Plan

0 to 100 points
__ taking into account % of
achieving the expected
financing indicators

1

1

1

Benchmarks
BUSINESS CLIMATE
Outcomes
Inconsistencies with the EU acquis, no
implementation efforts

1

Progress in transposing EU acquis into the
Ukrainian legislation

Outputs, effects
Number of cases on dispute
settlement initiated by the Energy
Community Secretariat
Number and level of RA approved
under a particular directive /
regulation208
1) Directive 2014/25/EU
2) Directives 2009/72/EC and
2009/73/EC (in terms of
requirements to the
regulator)

2

Assessment
(points)
-10

1)
2)
3)
4)
5)

50
80
25
67.5
64

Average — 57.3

3) Directive 20068/92/EC
4) State aid to undertakings

Investment attractiveness of energy
markets (trends)
3

208

5) Competitive law
1. Capital investments209:
А) extractive industry (extraction of
bituminous coal and lignite, crude
oil and natural gas, iron ores and
other minerals)
B) Production of coke and oil
products
C) Supply of electricity, gas, steam

Assessment scale
Initiated/none
Initiated: -10 from the total points
None: no changes
0 to 100 points
0: no RA have been drafted and approved
1–20: certain RA have been drafted, none
approved, however
21–40: most RA have been drafted, some of
them approved
41–60: all RA have been drafted, some of
them approved
61–80: most RA have been drafted and
approved
81–100: all RA have been drafted and
approved

Specific
weight
1

1

Total point — average for all directives
under this section.
А) 85
B) 4
C) 20
Average — 36.3

0 to 100 points
0: <100% as compared to the previous
period
1–20: 100–110%
21–40: 110–120%
41–60: 120–130%
61–80: 130–150%
81–100: >150%

1

Including laws and secondary legislation, as well as action plans, security of supply reports etc.; excludes policy products, i.e. reports on drafting regulatory acts (RA), implementation
plans etc.
209
According to the data provided by the State Statistics Service for the period January to September 2016.

Benchmarks
and conditioned air
Total point — average for all indicators.

Over-regulation

4

2. Direct foreign investments
(share capital) in Ukraine:
А) extractive industry (extraction of
bituminous coal and lignite, crude
oil and natural gas, iron ores and
other minerals)
B) Production of coke and oil
products
C) Supply of electricity, gas, steam
and conditioned air
Average — 3.1 + 3.2

А) 0
B) 0
C) 0

4.1. Connection to networks

А) 5
B) 6

1. Number of procedures for
(Ukraine as compared to
Germany):
А) connection to gas network
B) connection to electricity
network
2. Time for processing the required
documents (in Ukraine as
compared to Germany):
А) connection to gas network
B) connection to electricity
network

Average — 0

0 to 100 points
0: <100% as compared to the previous
period
1–20: 100–125%
21–40: 126–150%
41–60: 151–175%
61–80: 176–200%
81–100: >200%

1

Total point — average for all indicators.
18.15

А) 1
B) 1

Assessment:
А) 5
B) 6
Average — 5.5

1 to 100 points, where 1 point — absolutely
not over regulated environment largely
compliant with the European standards, 100
— opposite.
Product of two parameters:
 Difference in the number of procedures
1–2: more than by >6
3–4: more than by 4–5
5–6: more than by 2–3
7–8: more than by 1
9–10: same as in Germany


Difference in time it takes to connect
(calendar days)
1–2: >45 days
3–4: <45 days
5–6: <21 days
7–8: <14 days
9–10: <7 days

1

Benchmarks

Compliance with the rules of competition

4.2. Availability of generally
accessible information about
procedures of and requirements to
licensing and connection

100

Average — 4.1 + 4.2
The AMCU follows the EU
regulations in handling cases of
violation of the legislation on
economic competition protection

52.75
51

5

State aid system brought into compliance

E-register of State aid mechanisms
in energy (and adjacent) markets

20

6

Points, total: 29.84211

210
211

Share of published online procedures of applying for permits/licensing of the total number
Average, excluding indicators without input data (N/A), including the specific weight of particular indicators.

0 to 100 points
1–20: available <20% of necessary
information210
21–40: <40% available
41–60: <60% available
61–80: <80% available
81–100: <100% available
0 to 100 points
0: The AMCU is not functional
1–100: depending on the progress in
implementing and enforcing the competitive
legislation (taking into account the position
in the Global Competitiveness Index in the
category Effectiveness of anti-monopoly
policy, particular cases and precedents in the
AMCU’s practice and investigation data)
0 to 100 points
0: the register has not been created
1–100: the register has been created, the
assessment depends on the completeness of
information, update frequency, up-todateness

1

1

1

READ MORE ABOUT ENERGY AND
ENVIRONMENTAL REFORMS IN UKRAINE
ON “ENERGY REFORMS” WEBSITE
www.enref.org

