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The issue of reliable energy supply and thereto relat-
ed availability of sufficient amount of energy sources 
in a long term perspective becomes more and more 
urgent whereas conventional types of fuel gradually 
yield more ground. This range of problems affects 

Ukraine even more than other countries since on the one hand this 
country is very dependent on its neighboring Russia and this de-
pendence hampers its advancement towards the EU and on the 
other hand Ukraine consumes almost four times as much energy 
(proportionally to the gross income) as developed countries do.

Thus, Ukraine is facing two serious tasks at the moment: achiev-
ing massive energy savings via application of corresponding en-
ergy saving technologies as well as a stage by stage transition from 
conventional energy sources to alternative types of energy. Ways 
to resolve these problems have been recently set out in both direc-
tions at least on the legislative level. 

Moreover, Ukraine will have to sort out and open the energy market 
where traditionally monopolized entities still prevail as before. Get-
ting right of access for alternative types of energy will help Ukraine 
to make a leap forward.

Particular gratitude I would like to express to my colleague Olena 
Bondarenko for her active involvement and contribution to prepa-
ration of this book as well as Dietrich Treis whose article laid a foun-
dation for the chapter on bioenergy and agriculture in Ukraine. 

This book is not a guidance for actions, its role is particularly rather 
to provide investors with a general outlook of the framework condi-
tions and opportunities in the field of energy law. Therefore it may 
not and should not provide exhausting legal reference on all issues 
and problems.  

Kyiv, August 2009

Wolfram Rehbock

Partner

Introduction

Introduction
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Chapter 1. Power Industry
1. General characteristics  
 of legislation on power industry
As for today energy plays a key role in the everyday life and is an important indi-
cator of the living standards, demand for energy only grows with every year.    

Viewing this subject, the first thing to do is to define this rather comprehensive 
notion. According to Energy strategy of Ukraine till 20301 fuel and energy com-
plex of Ukraine (power industry) is an economy sector where economic entities 
provide for exploration, extraction, processing, production, storage, transporta-
tion, transmission, distribution, trade, marketing or sale of energy products (en-
ergy sources), except for subjects, main activity of which is directed at provision 
of centralized heating and hot water supply services for population and economic 
complex. Energy sources are fuel, electrical and heat energy. 

Complexity of legal regulation of power industry can be explained mainly by the 
fact that there is no unified regulatory legal act for this sector and, moreover, at 
the level of laws regulation is limited to general provisions. Therefore, main regu-
latory norms are comprised in by-laws number of which exceeds 500.

MAIN LEGISLATIVE ACTS REGULATING THE POWER INDUSTRY 
IN UKRAINE ARE FOLLOWING:

― Law of Ukraine «On Electrical Power Industry»  dd. 16.10.1997  
# 575/97-ВР,

― Law of Ukraine «On Oil and Gas» dd. 12.07.2001 #2665-III,

― Natural Resources Code of Ukraine dd. 27.07.1994 # 132/94-ВР,

― Mining Law of Ukraine dd. 06.10.1999 #1127-XIV.

There are also some special laws in the sphere of energy conservation and 
alternative energy industry which are in detail considered in the respective sec-
tions of the book.

1 Approved by Resolution of the Cabinet of Ministers of Ukraine dd. 15.03.2006 #145-p

Legislative regulation of energy sector in Ukraine
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2. Legislation on extraction  
 of fuel resources
 2.1. General provisions
In the structure of primary energy consumption in Ukraine in the last couple of 
years the main volumes go to the natural gas - 41 % (39 % in 2005), while in the 
most countries this index is half as high. Volume of oil consumption in Ukraine is 
19 %, coal - 19 %, uranium - 17 %, water resources and other renewable energy 
sources - 4 %. 

Main regulatory legal acts in this sphere are the Mining Law of Ukraine, Natural 
Resources Code of Ukraine as well as the Law of Ukraine «On Oil and Gas».

 2.2. Permit for mining operations
Extraction of mineral resources, including coal, is carried out on the basis of a 
mining claim. 

Provision on order of filing mining claims is approved by the Resolution of the 
Cabinet of Ministers of Ukraine (hereinafter CM of Ukraine) dd. January 27,1995 
# 59.

Mining claims can be filed by enterprises and individuals provided they have spe-
cial permit for subsurface use as well as a project for mineral deposit develop-
ment approved in due order.

As for 01.08.2009 such permit is granted according to the Order of granting in 
2009 of special permits for subsurface use approved by the Resolution of the 
CM of Ukraine dd. June 17, 2009 # 608. As a rule, such permits are granted by 
tender, but the aforementioned Order contains a number of exceptions, accord-
ing to which such permit can be provided without any tender procedure. List of 
documents to be submitted according the application is contained in the Annex 1 
to the aforesaid Order. The permit is granted for a specific parcel.

For oil-and-gas subsurface resources there is a special order for permit obtain-
ing which is provided in the Resolution of the CM of Ukraine dd. September 17, 
2003 # 1475.
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 2.3. Licensing
Development of mineral deposits being of national importance and included to 
the State Fund of mineral deposits as well as mineral exploration are activity types 
subject to special licensing. The license is granted to an economic entity and 
does not depend on a specific parcel.

Licensing terms for carrying out economic activity on mineral exploration are ap-
proved by the Order of the State Committee of Ukraine on Regulatory Policy and 
Entrepreneurship and Ministry of Ecology and Natural Resources dd. February 
13, 2001 # 31/51. Licensing conditions for carrying out economic activity on de-
velopment of mineral deposits being of national importance and included to the 
State Fund of mineral deposits are stipulated in the Order of the State Committee 
of Ukraine on Regulatory Policy and Entrepreneurship, Ministry of Ecology and 
Nature Resources of Ukraine dd. July 31, 2007 # 107/370.

There are also licensing terms for transportation of oil and oil products through 
main pipelines, transportation of natural and oil gas and its distribution, supply of 
natural gas as per regulated and non-regulated tariff. Licensing terms for carry-
ing out economic activity on natural gas supply as per regulated tariff is approved 
by the Resolution of the National Commission on Energy Industry Regulation 
(hereinafter - NCRE) of Ukraine dd. August 25, 2005 # 693. Licensing terms for 
economic activity on natural gas supply as per non-regulated tariff are stipulated 
in the Resolution of the NCRE dd. 25.08.2005 # 694.

3. Legislation on electrical  
 power industry.
 3.1. General provisions
Main producers of the electrical power in Ukraine are fourteen powerful heat, 
eight water power plants and four nuclear power plants.

Taking into account the specifics and the fact that water and nuclear power 
plants are not subject to privatization according to the Law of Ukraine «On Elec-
trical Power Industry» dd. October 16, 1997 # 575/97-ВР, further we will not pay 
special attention to specifics of their legal regulation.

The main legislative act regulating electrical power supply is the Law of Ukraine 
«On Electrical Power Industry». Companies generating and companies supplying 
electrical energy being participants of the electricity wholesale market buy and 

Legislative regulation of energy sector in Ukraine
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sell electrical power based on the Agreement between members of the Whole-
sale Electricity Market dd. November 15, 2006, Rules of the Wholesale Electricity 
Market of Ukraine approved by the Resolution of the NCRE dd. September 12, 
2006 #921.

 3.2. Licensing
Production, transmission and supply of electricity in Ukraine is carried out based 
on the respective license. Licensing terms are provided by the Conditions and 
Rules for production of electricity approved by the Resolution of the NCRE of 
Ukraine dd.  February 8, 1996 # 3 and Conditions and Rules for electricity supply 
based on regulated tariff approved by the Resolution of the NCRE dd. June 13, 
1996 # 15/1.

Conditions and rules for electricity supply as per non-regulated tariff are con-
tained in the Resolution of the NCRE dd. August 12, 1996 # 36. 

The license for transfer of electricity to main networks in Ukraine has only the 
State Enterprise National Energy Company «Ukrenergo».

 3.3. Sale of electricity 

Pursuant to article 15 of the Law of Ukraine ««On Electrical Power Industry» pur-
chase and wholesale of all electrical power produced at power stations, wattage 
or supply volume of which exceeds limit indexes, as well as at wind power stations 
regardless of total capacity or supply volumes (except for electricity produced at 
heat power plants belonging to electricity suppliers for consummation on terri-
tory where licensing activity is exercised) is carried out on electricity wholesale 
market of Ukraine. State enterprise «Energorynok» is acting as operator. All pro-
duced electricity is to be sold to the said enterprise. 

Electricity producers in Ukraine are: energy generating companies  (OJSC «Dne-
proenergo», OJSC «Centrenergo», OJSC «Zapadenergo», OJSC «Donbassen-
ergo») as well as NNEGC «Energoatom», OJSC «Ukrgidroenergo».

2 70% to 86% of shares of each of four energy generating companies is owned by NJSC «Energy 
Company of Ukraine», which cannot be alienated or transferred for formation of charter capitals of 
other companies and are to 100% owned by the state
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Purchased energy is sold by «Energorynok» to 27 oblast energy companies (ob-
lenergo3) and suppliers licensed to electricity supply as per unregulated tariffs 
(independent suppliers). Oblenergo sells electricity to final consumers as per 
regulated tariffs.

SCHEME OF SALE AND PURCHASE OF ELECTRICITY IN UKRAINE  
CAN BE SHOWED AS FOLLOWS:

Consumers shall conclude agreements on use of electricity. In apartment houses 
such agreements are concluded with owner (tenant) of each apartment. Rules 
for use of electricity as well as Standard form agreement on use of electricity are 
approved by the Resolution of the CM of Ukraine dd. July 26, 1999 #1357.

Generating companies 

«Energorynok»

Consumers

Independent  
suppliers Oblenergo

Wholesale prices

Regulated tariffsUnregulated 
prices

Wholesale prices

3 Oblenergo have different ownership structures, some of them are completely privatized, and priva-
tization of others is planned for future. With its order dd. 09.08.09 #1000-p the Cabinet of Ministers 
has approved offering of shares in 14 oblenergo (50%+1 share in «Kievenergo», 51% Ternopo-
loblenergo and more than 60% of shares in other 12 oblenergo).

Legislative regulation of energy sector in Ukraine
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 3.4. Tariffs
 3.4.1. General tariffs

Energy generating companies and electricity suppliers, as participants of the 
electricity wholesale market in Ukraine, buy and sell electricity following provi-
sions of the Contract between participants of the Wholesale electricity market of 
Ukraine, dd. November 15, 2006, the Rules of the Wholesale Electricity Market of 
Ukraine, approved by the Resolution of the NCRE dd. 12.09.2003 #921. 

It shall be noted that at this stage all energy generating companies receive for 
their electricity identical price calculated under Rules of the Wholesale Market, 
in particular, the highest price determined by a tender4. The Ministry of Fuel and 
Energy proposes that heat power stations shall sell electricity to the value they 
declare. Final decision on introduction of new estimation has been not made 
yet. 

The Parliament of Ukraine also intends to abandon the «single buyer» scheme, 
but there are still no specific terms for transition to new system.   

Establishment of electricity tariffs for population differs from standard procedure 
of establishment of tariffs for public utility services. According to the Resolution 
of the CM of Ukraine dd. December 25, 1996 # 1548, taking into consideration 
Article 28 of the Law of Ukraine «On Local Self-Government», the NCRE is the 
body authorized to regulate electricity tariffs for population.  

Tariffs for transmission and supply of electricity to local power supply networks 
as for February of 2009 are established by the Resolution of the National Com-
mission on Power Industry Regulation dd. March 10, 1999 # 309 «On Tariffs for 
Electricity Sold to Population and Settlements». 

 3.4.2. «Green tariffs»

For electricity produced by using alternative energy sources there is such notion 
as «green» tariffs. Detailed description is provided in the section on alternative 
energy.

4 All energy generating companies submit their electricity price offers to the State Enterprise «En-
ergorynok». Companies which passed the tender (i.e. are included to the load schedule) receive 
the highest price of all offers regardless the price of their own offer. In this way, initially electricity is 
bought by such companies which offered lowest price. This makes possibility to dump prices ben-
eficial.
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 3.5. Connection to the network
Order of net connection is provided in the Rules for electricity use approved by 
the Resolution of the NCRE dd. 31.07.96 # 28. Connection of a new or recon-
structed electrical installation of the customer (this provision is not applied to 
installations used for electricity production) to the electrical network foresees 
following stages:

― Customer submits to the electricity transmitting organization 
(main consumer) an application on connection of its electrical 
installation to the electrical network; 

― Electricity transmitting organization (main consumer) prepares 
and issues to the customer technical specifications for the 
connection, customer pays the fee for issuance of technical 
specifications; 

― Electricity transmitting organization (main consumer) prepares 
based on the Standard form contract (Annex 5 to the Rules for 
electricity use) a draft contract on connection, the parties sign the 
contract; 

― Customer (or specialized organization on contractual basis) 
develops and approves project documentation for construction 
and reconstruction objects; 

― Construction and installation and check out works; 

― Acceptance tests; 

― Obtaining of an operation certificate for connection of the 
customer’s electrical installation to the electrical network; 

― Conclusion of a contract on supply of electricity and/or other 
contracts; 

― Connection of the customer’s electrical installation to the 
electrical network.

The way of connection of electricity producer to network (this concerns local 
and main networks) is not regulated with any subordinate regulatory legal acts. 
For local networks the respective order was repealed in 2008, and the new one 
has not been passed as for August 2009, NJSC «Ukrenergo» has not approved 
respective order for connection to networks with NCRE. For now, the order is 
determined by the parties in the agreement on network connection taking into 
account current legislation. In particular, part 3 article 18 of the Law of Ukraine 
«On Electrical Power Industry» provides that construction of new networks for 
connection to local electrical network is carried out according to technical speci-
fication issued by the electricity supplier and shall be paid by the owner of the 

Legislative regulation of energy sector in Ukraine
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equipment to be connected to the local network. Finished parts of electrical net-
work shall be included in books of the energy supplier with compensation of con-
struction costs. Taking into account that order of compensation has not been ap-
proved yet, NCRE with its Letter #3041/11/17-09 dd. 06.05.2009 recommended 
to leave constructed networks in ownership of the object owner until approval of 
the respective order.

 3.6. Ownership rights  
  in the electrical power industry
According to the Law of Ukraine «On Electrical Power Industry» objects of the 
electrical power industry can be in different forms of ownership. Privatization of 
objects of the electrical power industry is carried out according to the legisla-
tion of Ukraine on privatization. Detailed information on privatization as well as on 
possibilities of cooperation with the state in the sphere of electrical, heat power 
industry and others can be found in the book «Public-Private Partnership»5 is-
sued by «Arzinger». 

4. Legislation on heat power industry
 4.1. General provisions

HEAT SUPPLY IN UKRAINE IS GOVERNED BY THE LAW OF UKRAINE 
«ON HEAT SUPPLY» DD. JULY 2, 2005 #2633-IV.

In Ukraine there are heat power and boiler plants which produce heat energy 
only, as well as there is possibility for complex production of electrical and heat 
power (cogeneration), though it is currently not completely implemented. Such 
activity type is regulated in Ukraine by the Law of Ukraine «On Combined Pro-
duction of Heat and Electrical Energy (Cogeneration) and Use of Waste Energy 
Potential». According to Energy Strategy of Ukraine for period till 2030, approved 
by the Instruction of the CM of Ukraine dd. March 15, 2006 #145-р, it is planned 
to widely use combined production of heat and electrical energy, renewable and 
alternative energy sources. 

5 Available for download at http://arzinger.ua/index.php?page=press&type=books&id=206&lang=ru
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 4.2. Licensing
Economic activity on production, transportation and supply of heat energy is 
subject to licensing. 

Licensing terms for production of heat energy, its transportation through main 
and local (distribution) heat networks, and supply are approved by the Order of 
the State Committee of Ukraine on Regulatory Policy and Entrepreneurship, the 
Ministry of Construction, Architecture and Residential Policy of Ukraine dd. Janu-
ary, 9, 2007 # 1/3.

Licensing terms for combined production of heat and electrical power are ap-
proved by the Resolution of NCRE #997 dd. 02.11.2005.

 4.3. Heat power supply
Pursuant to Article 19 of the Law of Ukraine «On Heat Supply» activity in the 
sphere of heat supply can be exercised by economic entities of all organizational 
legal and ownership forms, in particular, on basis of lease, contractor’s, conces-
sion, leasing ant other agreements.  

Heat generating company is entitled to supply produced heat energy directly to 
the consumer under a sale-purchase agreement. 

Heat transporting company is not allowed to refuse supply of heat energy to con-
sumers provided there is technical possibility to connect consumers to the heat 
network.   

Standard form contract on provision of centralized heat supply, cold and hot wa-
ter supply, and water disposal services, as well as Procedure on Provision of Cen-
tralized Heat Supply, Cold and Hot Water Supply, and Water Disposal Services, is 
approved by the Resolution of the CM of Ukraine dd. July 21, 2005 # 630. 

SCHEME FOR THIS IS AS FOLLOWS:

Heat 
generating 
company

Heat 
transporting 
company

Heat  
supplying 
company

Final 
consumer

Legislative regulation of energy sector in Ukraine
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 4.4. Connection to the network
Currently the Order of access to heat network for producers, suppliers and con-
sumers is not approved and is at stage of project development6. For today legal 
regulation of this issue is limited to the provision of the Law on heat supply, ac-
cording to which the heat transporting company is not allowed to refuse trans-
portation of heat energy to heat generating company, if such transportation is 
possible due to technical capabilities of the system.   

Rules for connection of co-generating equipment to heat network are approved 
by the Decree of the Ministry on housing and communal services of Ukraine dd. 
July 24, 2009 # 223

 4.5. Tariffs
Pursuant to the Law «On Heat Supply» #2633-IV dd. 02.06.2005 heat supply is an 
activity sector on production, transportation, and supply of heat energy to con-
sumers. 

At this, economic entities can provide services only on production, transportation 
or supply of heat energy, or on all of these activity types. Additionally, economic 
entity which produces, transports and supplies heat energy, can simultaneously 
be a provider of heat and hot water supply services. In this connection, in sphere 
of heat supply there are tariffs for production, transportation and supply of heat 
energy as well as for services on centralized heat and hot water supply.

All listed tariffs are established according to the Procedure on Establishment of 
Tariffs for Production, Transportation, and Supply of Heat Energy and Services 
on Centralized Heat and Hot Water Supply, approved by the Resolution of the CM 
of Ukraine dd. July 10, 2006 #955 (hereinafter – Procedure #955).

Procedure #№ 955 is not applied for establishment of tariffs for production of 
heat energy by heat power stations, thermal stations, nuclear power stations, co-
generation stations and power stations using alternative and renewable energy 
sources. Such tariffs are established in accordance with resolutions of the NCRE 
and approved by it.

Detailed information on peculiarities of establishment of tariffs for services on 
centralized heat and hot water supply can be found the book «Public-Private 
Partnership» issued by «Arzinger»7.

6  http://www.minjkg.gov.ua/index.php?id=280

7 Available for download at: http://arzinger.ua/index.php?page=press&type=books&id=206&lang=ru
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Chapter 2. Energy  
 conservation 

1. General characteristics
Potential for energy conservation in Ukraine is very high. Below you find a table 
for energy conservation potential according to the Energy Strategy of Ukraine till 
2030:

Energy conservation 
components 

2010 2015 2020 2030

Energy conservation, mil. t r.f. (reference fuel) 

Due to technical factor 66,36 109,81 137,47 198,06

Due to structural factor 7,94 25,30 54,37 120,30

Total  74,30 135,11 191,84 318,36

ACCORDING TO THE ENERGY STRATEGY OF UKRAINE TILL 2030,  
IN 2030 ENERGY CONSERVATION WILL HAVE FOLLOWING INDEXES:

Overall potential of energy conservation for 2030, tons of reference fuel

Potential of branch energy conservation due to technical (technological) progress 

Potential of inter-branch energy conservation due to technical (technological) 
progress 

Potential of inter-branch energy conservation due to structural changes 

Potential of branch energy conservation due to structural changes  

61,65

58,65

22,13

175,93

Legislative regulation of energy sector in Ukraine
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Energy conservation in Ukraine is governed by the Law of Ukraine «On Energy 
Conservation» в dd. July 01, 1994 # 74/94 ВР.

This Law stipulates a number of principles in the energy conservation sphere.  
A lot of them are either declarative or too general, for instance: 

― Combination of methods of economic stimulation and financial 
responsibility for the purpose of rational and  efficient  use of fuel 
and energy resources; 

― Popularization of economic, ecologic and social advantages of 
energy conservation, 

― Increase of public educational level in this sphere. 

Among principles of energy conservation important one is obligingness of the 
state evaluation on energy conservation. Order and cases of obligatory con-
duction are stipulated in the Resolution of the CM of Ukraine dd. July 15, 1998  
# 1094 «On State Evaluation of Energy Conservation», in particular, this evalua-
tion is obligatory for construction investment projects; for import of new energy 
consuming machinery, technologies, materials; for equipment, household ap-
pliances, heating appliances and illumination tools produced in Ukraine and in 
other cases. 

Another important principle of energy conservation is establishment of fee for di-
rect waste and irrational use of fuel and energy resources («Order for Conduction 
of Inspection as to Effective Use of Fuel and Energy Resources in Enterprises, 
Establishments and Organizations as well as Elimination of Facts of their Ineffec-
tive Use» approved by the Order of the National Committee of Ukraine on energy 
conservation dd. August 4, 2000 # 64). Inspection of effective use of resources 
is conducted on schedule (not oftener as once a year) and, according to request 
of authorities – unscheduled. Norms excess of which is considered ineffec-
tive use are stipulated by the Resolution of the CM of Ukraine dd. July 15, 1997  
# 786 «On Norms for Discharge Intensity of Fuel and Energy Resources in Public 
Production».
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2. Stimulation of energy conservation 
 2.1. General characteristics
Pursuant to the Law «On Energy Conservation» stimulation of energy conserva-
tion is carried out in following forms:

а) tax preferences for companies – producers of energy-efficient 
equipment, machinery and materials, tools for measuring, 
control and management of fuel and energy use, for producers 
of equipment using non-conventional and renewable energy 
sources and alternative fuel; 

b) tax preferences for companies using equipment working on non-
conventional and renewable energy sources, alternative fuel; 

c) priority financing (by state banks) of measures as to rational use 
and saving of fuel and energy resources (Order of provision of 
preferential credits for implementation of investment projects as 
to introduction of energy-saving technologies and technologies 
for production of alternative fuel sources is approved by the 
Resolution of the Cabinet of Ministers of Ukraine dd. May 18, 
2006 # 695);

d) establishment of enhanced amortization norm for energy-saving 
fixed assets. List of energy-saving equipment types where this 
enhanced amortization norm is applied is stipulated by the CM 
of Ukraine (as for August 2009 it has been developed but not 
approved yet);

e) target state and other subsidies and non-repayable allotment 
for basic research in the sphere of energy-saving technologies 
and non-conventional energy sources, for production and  
exploration of new energy-saving equipment and technologies. 
The order for provision of state subsidies and non-repayable 
allotment is stipulated by the CM of Ukraine (Order of conduction 
on competitive basis of evaluation and selection of investment 
projects involving budget funds approved by the CM of Ukraine by 
its Resolution dd. November 25, 1999 # 2145). 

Legislative regulation of energy sector in Ukraine
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 2.2. Tax and customs duty preferences
The legislation of Ukraine provides for a number of preferences as to taxation 
of business activity connected to development, implementation and taking of 
energy-saving measures and energy-effective projects.

 2.2.1. Company profit tax

The Law of Ukraine «On Company Profit Tax» stipulates that there is a tax relief 
(during five years as of first profit due to increase of energy efficiency of the pro-
duction) for: 

1. Сompany’s profit gained on sale on the customs territory of Ukraine of certain 
commodities according to the list approved by the CM of Ukraine (there is no 
approved list as for August 2009, therefore by analogy the Resolution of the 
CM of Ukraine dd. May 14, 2008 # 444 «On import to the customs territory 
of Ukraine of energy-saving materials, equipment and  component parts» is 
applied): 

― energy-saving equipment and materials, goods, use of which 
provides for conservation and rational use of fuel and energy 
resources; 

― tools for measuring, control and management of use of fuel and 
energy resources. 

Funds saved due to obtaining of tax preferences shall be used by the taxpayer for 
increase of production volume. By violation of proper use of funds the taxpayer 
is obliged to determine profit which was not a taxation object in connection with 
provision of tax preferences and determine it as taxation object in the current 
period as well as to pay a respective fine. 

2. Profit of companies included to the State register of companies, establish-
ments and organizations which develop, implement and take energy-saving 
measures and energy efficient projects, but in sum not exceeding 50% of the 
profit amount subject to taxation. 

The State register of companies, establishments and organizations which de-
velop, implement and take energy-saving measures and energy efficient projects 
includes companies, establishments and organization which are part of branch 
programs on energy conservation (subject to approval by the Ministry; integrated 
program on energy conservation approved by the Resolution of the CM of Ukraine 
dd. February 5, 1997 # 148). In order to be included to the Register according to 
results of an evaluation carried out by the bodies of State inspection on energy 
conservation the companies have to obtain an opinion on compliance of energy-
saving measures and energy efficient projects which have been already imple-
mented or are at stage of development and implementation with the criteria of 
energy conservation and included to the energy conservation programs. 
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The aforementioned State register is kept by the National Agency of Ukraine on 
Efficient Use of Energy Resources. The order of inclusion of companies to this 
Register is also approved by the National Agency of Ukraine on Efficient Use of 
Energy Resources; the respective order has been approved by the Order dd. 
April 1, 2008 # 49.

 2.2.2. Value Added Tax

Par. 5.18 (5.18.1. and 5.18.2.) article 5 of the Law of Ukraine «On Value Added 
Tax» stipulates that import to the customs territory of Ukraine of following equip-
ment and materials is not subject to taxation:

― energy-saving equipment and materials; 

― tools for control, measurement and management of fuel and 
energy resources use; 

― energy-saving equipment and materials and goods use of which 
provides for conservation and rational use of fuel and energy 
resources;

― tools for measuring, control and management of fuel and 
energy resources use, if similar goods with analogous quality 
characteristics are not produced in Ukraine. 

List and volume of respective goods are determined by the Resolution of the CM 
of Ukraine dd. May 14, 2008 #444 «On import to the customs territory of Ukraine 
of energy-saving materials, equipment and component parts». 

By violation of requirements as to proper use of such goods the taxpayer is obliged 
to increase tax liabilities upon results of the tax period when such violation occurred 
for the amount of the VAT which should have been paid for such import operations 
on regular basis as well as to pay a fine accrued according to the law. 

 2.2.3. Customs dues

According to Part 3 Article 19 Par. (ч) of the Law «On unified customs tariff» fol-
lowing equipment and materials are not subject to custom charges:

― energy-saving equipment and materials; 

― tools for control, measurement and management of fuel and 
energy resources use. 

The list of goods is stipulated by the Resolution of the CM of Ukraine dd. May 
14, 2008 # 444 «On import to the customs territory of Ukraine of energy-saving 
materials, equipment and component parts».

By violation of requirements as to proper use of mentioned goods the subject 
of the foreign economic activity is obliged to pay customs dues in order and 
amount stipulated by the law.

Legislative regulation of energy sector in Ukraine
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Chapter 3. Alternative  
 energy 

1. Legislation on alternative energy
 1.1. General provisions
Problems with environmental pollution and limited reserves of traditional energy 
sources force to search for other fuel types. Therefore, alternative energy gains 
on importance. First of all it shall be noted that in legislation the words «alternative 
energy sources» and «non-conventional energy types» are used as synonyms.

ACCORDING TO THE ENERGY STRATEGY OF UKRAINE TILL 2030  
IT IS PLANED TO ACHIEVE FOLLOWING INDEXES:

Baseline scenario for use of alternative energy mil. t. r.f. t./year

BRANCH
Years 

2005 2010 2020 2030

Renewable energy sources, 
total incl. 

1,661 3,842 12,054 35,53

Bio-energy 1,3 2,7 6,3 9,2

Solar energy 0,003 0,032 0,284 1,1 

Small hydropower industry 0,12 0,52 0,85 1,13 

Geothermic energy 0,02 0,08 0,19 0,7 

Wind energy 0,018 0,21 0,53 0,7 

Ambient energy 0,2 0,3 3,9 22,7 
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Interesting perspectives for replacement of conventional energy with alternative, 
gives, for instance, Renewable Energy Agency:

MAIN LEGISLATIVE ACTS GOVERNING THE ALTERNATIVE ENERGY 
IN UKRAINE ARE FOLLOWING:

― the Law of Ukraine «On Alternative  Energy Sources» #555-IV dd. 
20.02.2003 

― the Law of Ukraine «On Alternative Types of Liquid and Gaseous 
Fuel» # 1391-XIV dd. 14.01.2000 

― the Law of Ukraine «On Electrical Power Industry» # 575/97-ВР 
dd.16.10.1997 

Among types of alternative energy great potential has the bio-energy. Neverthe-
less, legislative governing of bioenergy in Ukraine is limited at this stage to gen-
eral provisions. The aforementioned laws contain provisions on state control and 
regulation of activity in this sphere, possible preferences and some other condi-
tions. The legislation of Ukraine has practically no provisions on economic activity 
as to production and sale of biofuel.
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Currently, the sale of biofuel is impeded due to the lack of respective state stand-
ards. It shall be noted that according to the Instruction of the CM of Ukraine dd. 
27.02.2008 # 383-р «On Approval of Measures Plan Directed at Implementa-
tion of Priorities In the Activity of the Cabinet of Ministers of Ukraine in 2008» the 
Ministry of Agricultural Policy shall provide for development of biofuel production 
(bioethanol, biogas, biodisel) with elaboration of respective state standards till De-
cember, 2008. As for August 2009 these standards have not been approved yet.

 1.2. Changes in legislation  
  and further plans 

Beginning with September 2008 when the term «green»8 tariffs has been intro-
duced to the Ukrainian legislation the work on promotion of alternative energy 
has been speeded up. In order to improve provisions of the first law the Law of 
Ukraine «On introduction of changes to the Law of Ukraine «On Electrical Power 
Industry» as to stimulation of use of alternative energy sources» dd. 01.04.2009 
# 1220-VI has been passed which introduces new order for establishment of tar-
iffs for electricity produced using alternative energy sources (came in force as of 
22.04.2009).

The work on stimulation of development of such type of the alternative energy as 
bioenergy has been also further advanced. In particular, the Law of Ukraine «On 
Amendments to Certain Laws of Ukraine as to Support of Production and Use of 
Biofuel Types« dd. 21.05.2009 #1391-VI provides for:

― definitions of biofuel types (biofuel: bioethanol, biogas, biomass 
etc) have been determined; 

― it was determined that biofuel types designed for sale as market 
products are subject to certification (except for products for own 
consumption); at sale of such fuel the seller shall provide to the 
buyer a document confirming the quality of the fuel and that such 
fuel is alternative;

― companies of all legal organizational forms can engage in 
production and sale of biofuel; 

― production of bioethanol can be conducted by economic entities 
the list of which is established by the Cabinet of Ministers of 
Ukraine provided obtaining of a respective license;

8 Passing of the Law of Ukraine «On introduction of changes to certain laws of Ukraine as to 
establishment of «green» tariff» dd. 25.09.2008 # 601-VI which introduces changes to the Law of 
Ukraine «On Electrical Power Energy».
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― one of the principles of the state policy in the sphere of biofuel 
types is the stage-by-stage increase of obligatory volume of 
production and use of bio and mixed motor fuel;

― some changes have been introduced to certain laws according to 
which:

• machinery and equipment not produced in Ukraine and 
imported to the customs territory of Ukraine in the period from 
January 1, 2010 to January 1, 2019 for reconstruction of existing 
and construction of new biofuel production plants, reconstruction 
of transport vehicles for use of biofuel according to the list 
approved by the Cabinet of Minister of Ukraine are not subject to 
customs duty;

• profit of producers of biofuel types gained on biofuel sale is not 
subject to taxation for five years beginning with January 1, 2010;

• bio types of motor-fuel are subject to taxation as to zero rate of 
excise tax.

On February 12, 2009 a Decree of the CM of Ukraine # 276-р «On approval of 
Concept of State target research-and-technology development program for pro-
duction and use of biofuel types» has been adopted. This program is designed 
for years 2009-2014. This concept provides for necessity to elaborate regula-
tory legal acts, outlines perspectives for development of alternative energy in 
Ukraine. 

 1.3. Basic terms
Alternative energy sources according to the Law of Ukraine «On alternative en-
ergy sources» are renewable energy sources which include solar, wind, geo-
thermal, wave and tidal, hydro and biomass energy, gas from organic waste and 
sewage treatment plants, biogas and secondary energy resources such as blast-
furnace and coking plant gas, methane gas from degasification of coil deposits, 
transformation of industry waste energy.

Non-conventional energy resources and types of energy feedstock according to 
the Law of Ukraine «On alternative types of liquid and gas fuel» are stock materials 
of plant origin, waste,  hard combustibles, other natural and artificial  sources and 
types of energy feedstock, including oil, gas, oil and gas condensate, exhausted, 
non-industrial and technogenic deposits, heavy oil grades, original asphalt, gas-
saturated waters, gas-hydrates etc., production (extraction) and processing of 
which require high technology and which are not used for production (extraction) 
of conventional fuel types.

Legislative regulation of energy sector in Ukraine
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 1.4. Licensing, standardization  
  and certification
 1.4.1. Licensing 

The general terms of licensing in electrical power industry have been mentioned 
above. As to the electrical power produced using alternative energy sources there 
are some peculiarities. The CM of Ukraine passed Resolution dd. 19.02.2009 # 
126 according to which NCRE was advised to stipulate that owners of plants pro-
ducing electricity using alternative energy sources with rated capacity up to 10 
MW are allowed to produce electricity without respective license.

Therefore, if there is generating equipment which uses alternative energy sourc-
es with rated capacity of 10 MW, the producers of electricity shall have the right 
to produce electricity without obtaining respective license for electricity produc-
tion.

Nevertheless, at publishing of the regulatory act draft the NCRE explained that 
aforesaid owners of electricity generating equipment shall obtain licenses for 
electricity production in order to sell the produced electricity on the Wholesale 
electricity market as per «green tariff». Obtaining of electricity production license 
by such economic entities is necessary as:

― becoming a participant of the Wholesale market and, therefore, 
getting the right to sell produced electricity on the Wholesale 
market is only possible provided license for production of 
electricity;

― obtaining from the economic entity of all necessary documents 
for approval of a «green» tariff, control over proper use of 
«green» tariff investment funds, regulation of relations between 
participants of the Wholesale market during production, transfer 
and supply of electricity as per «green» tariff is only possible if an 
economic entity has obtained license by the NCRE. 

Therefore, there is no need in obtaining of a license only for production of elec-
tricity with generating equipment using alternative energy sources with rated ca-
pacity up to 10 MW for own consumption.

 1.4.2. Standardization 

The goal of standardization in the sphere of alternative fuel types according to 
article 7 of the Law of Ukraine «On alternative energy sources» is stipulation of 
a complex of norms, rules, requirements, indexes as to technology of produc-
tion (extraction) and use of such fuel types, their quality, ecological safety, their 
safety for human health and labour. 
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Standards stipulating requirements for quality of alternative fuel types shall pro-
vide for effective and economic use of fuel energy potential. Indexes for consumer 
quality for each alternative fuel type are stipulated in following standards. These 
indexes shall be basis for all calculations as to alternative fuel types (produc-
tion and sale volumes, technical and economic, commercial and other indexes). 
The State Committee of Ukraine on Technical Regulation and Consumer Policy 
is the central executive body responsible for standardization and, by necessity, 
delegates powers in the sphere of standardization to respective state authorities. 
As for August, 2009 standards on alternative fuel have not been approved yet.   

 1.4.3. Certification

The alternative nature of fuel is confirmed by a document on fuel identification 
which is issued by the National Agency of Ukraine on Efficient Use of Energy Re-
sources in order stipulated by the CM of Ukraine. This order is approved by the 
Resolution of the CM of Ukraine dd. October 5, 2004 # 1307 «On order of is-
suance of certificate confirming alternative nature of fuel». Certificate confirm-
ing alternative nature of the fuel is issued only provided obtaining of an expert 
opinion, the order for conduction of which is approved by the Decree of the State 
Committee of Ukraine on Energy Conservation «On approval of Order for con-
duction of expertise for confirmation of alternative nature of fuel» as of Decem-
ber 10, 2004  # 183.

 1.5. Taxation
The legislation of Ukraine provides a number of preferences as to taxation of 
activity connected to development, implementation and use of energy-saving 
measures ad energy-efficient projects.   

 1.5.1. Company’s profit tax

The Law of Ukraine «On Company’s Profit Tax» stipulates tax exemption (for five 
years beginning with first gained profit as result of increase of energy-efficiency 
of production) for: 

1. Company’s profit gained out of sale on the customs territory of Ukraine of 
such owned produced commodities types according to the list approved by the 
CM of Ukraine (there is no extra list as for June, 2009, therefore by analogy the 
Resolution of the CM of Ukraine dd. May 14, 2008 # 444 «On import to the cus-
toms territory of Ukraine of energy-saving materials, equipment and component 
parts» is applied): 

― equipment working on non-conventional and renewable energy 
sources; 

― equipment for alternative fuel types production. 

Legislative regulation of energy sector in Ukraine
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2. Funds saved due to obtaining of tax preferences shall be used by the taxpayer 
for increase of production volume. By violation of proper use of funds the taxpay-
er is obliged to determine profit which was not an taxation object in connection 
with provision of tax preferences and determine it as taxation object in the current 
period as well as to pay a respective fine.

 1.5.2. Value added tax

Par. 5.18 (5.18.1. and 5.18.2.) article 5 of the Law of Ukraine «On Value Added 
Tax» stipulates that import to the customs territory of Ukraine of following equip-
ment and materials is not subject to taxation:

― equipment working on non-conventional and renewable energy 
sources; 

― equipment and materials for production of alternative fuel types 
(hereinafter – goods) provided such goods are used by the 
taxpayer for own production and if similar goods with analogous 
quality characteristics are not produced in Ukraine. The list and 
volume of said goods are determined by the CM of Ukraine; 

― materials, equipment and component parts used for production of 
equipment which is working on non-conventional and renewable 
energy sources which is producing alternative fuel types. 

List and volume of respective goods are determined by the Resolution of the CM 
of Ukraine dd. May 14, 2008 #444 «On import to the customs territory of Ukraine 
of energy-saving materials, equipment and component parts». 

By violation of requirements as to proper use of such goods the taxpayer is 
obliged to increase tax liabilities upon results of the tax period when such viola-
tion occurred for the amount of the VAT which should have been paid for such 
import operations on regular basis as well as to pay a fine accrued according to 
the law.

 1.5.3. Customs dues

According to Part 3 Article 19 Par. (ч) of the Law «On unified customs tariff» fol-
lowing equipment and materials are not subject to custom charges:

― equipment working on non-conventional and renewable energy 
sources; 

― equipment and materials for production of alternative fuel types 
(hereinafter – goods) imported to the customs territory of Ukraine 
by national companies provided such goods are used by the 
importer for own production and if similar goods with analogous 
quality characteristics are not produced in Ukraine. 
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By violation of requirements as to proper use of mentioned goods the subject of 
the foreign economic activity is obliged to pay customs dues in order and amount 
stipulated by the law.

 1.6. «Green tariffs»
 1.6.1. General characteristics and history of establishment

As mentioned above, initially the Law of Ukraine «On introduction of changes to 
certain laws of Ukraine as to as to establishment of «green» tariff» dd. Septem-
ber 25, 2008 # 601-VI which introduced changes to the Law on Electrical Power 
Industry. 

Pursuant to the aforementioned Law «green» tariff is a special tariff for purchase 
of electricity produced at power plants using alternative energy sources9 (except 
for blast-furnace and coke gas, and using hydro energy – produced by small 
hydro power plants). Electricity produced in such way can be sold directly to 
consumers only, and the Wholesale market is obliged to pay «green» tariff for 
electricity produced in such way and not sold at contractual prices directly to 
consumers or energy supplying companies, which conduct economic activity in 
sphere of electricity supply as per regulated tariff.   

Previously, «green» tariff should have been yearly approved by the NCRE for each 
economic entity on level of double average tariff for electricity, purchased by en-
ergy generating companies acting on the electricity wholesale market of Ukraine 
according to price applications for a year, preceding to the tariff establishment 
year. Such procedure for «green» tariff establishment had to be applied for each 
economic entity during 10 years as of its establishment year. Then «green» tariff 
was established by the Resolution of the NCRE dd. 15.01.2009 #25 «On Estab-
lishment of «Green Tariff» at the rate of 0.6624 UAH for 1 kWh (VAT excluded).

The European Bank for Reconstruction and Development is planning to assist by 
adjustment and necessary amendment of such order in the progress of introduc-
tion of such tariffs in Ukraine.  

Reforms to the electricity wholesale market in Ukraine will provide for stimulation 
of alternative energy, especially due to inclusion of production and network con-
nection costs to the electricity tariffs for consumers.

 1.6.2. Current system

On April 1, 2009 the Law of Ukraine «On Amendments to the Law of Ukraine «On 
Electrical Power Industry» as to stimulation of alternative energy sources use» 

9 Provided by the Law of Ukraine «On Alternative Energy Sources» # 555-IV dd. 20.02.2003
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was passed (came into force as of April 22, 2009). This Law brought significant 
changes to the system of green tariff’s establishment.

The passed Law stipulates that rate of the «green» tariff shall be established for 
each economic entity producing electricity using alternative energy sources as to 
each type of alternative energy and for each object of the electrical power indus-
try. Now the rate of the «green» tariff will be calculated by multiplying retail tariff 
for consumers of second class voltage as for January 2009 (and for subjects pro-
ducing electricity with solar energy and small hydro power plants – applying tariff 
level factor used for pick periods) by «green» tariff for each type of alternative 
energy. «Green» tariff level factor is floating between 0,8 (for electricity produced 
by small hydro power plants) and 4,8 (for electricity produced by surface power 
facilities using solar energy). «Green» tariff level factor for electricity produced 
by power plants which have been put into operation (or considerably improved) 
after 2014, 2019 and 2024 years is decreased respectively for 10, 20 and 30 per-
cent of its basis rate. The «green» tariff is established up to January 1, 2030. 

The said order for stimulation of the electricity production based on alternative 
energy sources will be applied provided that beginning with January 1, 2012 share 
of feedstock, materials, fixed assets, works and services of Ukrainian origin in the 
cost of construction of respective electrical power facilities producing electric-
ity with use of alternative energy sources will amount to not less than 30%, and 
beginning with January 1, 2014 - 50%. Additional condition for establishment of 
the «green» tariff for electrical power plants working on solar energy is the use at 
such plants beginning with January 1, 2011 of solar modules in the production 
cost of which the share of domestic materials and feedstock amounts to not less 
than 30%.

ON JULY 23, 2009 DURING AN OPEN SESSION THE NCRE HAS 
APPROVED «GREEN» TARIFFS. 

Below you find the schedule on green tariff rates calculated according to the Law 
of Ukraine «On Amendments to the Law of Ukraine «On Electrical Power Industry» 
as to stimulation of use of alternative energy resources» dd. 01.04.2009:

10 Resolution of the NCRE dd. December 23, 2008 # 1440 «On approval for January 2009 of electricity 
retail tariffs in consideration of tariff level limits by stepwise transfer to establishment of unified retail 
tariffs for consumers on the territory of Ukraine» 
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Wind 
energy:

By objects with rated capacity 
up to 600 KW

A*B 0,05385 1,2 not 
applied

0,0646

By objects with rated 
capacity over 600 KW but not 
exceeding  2000 KW

A*B 0,05385 1,4 not 
applied

0,0754

By objects with rated capacity 
over 2000 KW

A*B 0,05385 2,1 not 
applied

0,1131

Biomass 
energy:

A*B 0,05385 2,4 not 
applied

0,1239

Solar 
energy:

Surface power facilities A*B*C 0,05385 4,8 1,8 0,4653

Power facilities fixed (installed) 
on roofs of houses, buildings 
and constructions with rated 
capacity over 100 KW 

A*B*C 0,05385 4,6 1,8 0,4459

Power facilities fixed (installed) 
on roofs of houses, buildings 
and constructions with rated 
capacity not exceeding 100 KW  
as well as for objects fixed 
(installed) on the facades 
houses, buildings and 
constructions with rated 
capacity regardless their rated 
capacity 

A*B*C 0,05385 4,4 1,8 0,4265

Small 
hydro 
power 
plants 

A*B*C 0,05385 0,8 1,8 0,0775

11 The Law of Ukraine dd. October 16, 1997 # 575/97-ВР «On Electrical Power Industry» as to 
stimulation of use of alternative energy sources» with amendments introduced by the Law of Ukraine 
dd. April 1, 2009 #1220-VI «On Amendments to the Law of Ukraine «On Electrical Power Industry» as 
to stimulation of use of alternative energy sources»

12 Resolution of the NCRE dd. December 20, 2001 # 1241 «On Tariffs Differentiated due to Time Periods»
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 1.6.3. The order of establishment

On January 22, 2009 the Resolution of the NCRE «On Approval of Order for Es-
tablishment, Review and Annulment of «Green» Tariffs for Economic Entities» was 
adopted. Taking into account that with passing of the Law of Ukraine «On Amend-
ments to the Law of Ukraine «On Electrical Power Industry» as to stimulation of 
use of alternative energy sources» the order has been changed significantly, 
the NCRE elaborated amendments to the aforesaid Resolution dd. 16.07.2009 
#828.  

According to the aforesaid «green» tariff shall be established by the NCRE and 
be in force till 2030. A formula for correction of the tariff depending on course 
changes has been stipulated as well, but according to this formula the tariff can 
be only increased not decreased. Such review shall occur for each day of estab-
lishment of retail tariffs for consumers. The Resolution also stipulates order of 
applying for establishment of the «green» tariff as well as reasons for its annul-
ment. 

«Green» tariff is established for a certain company provided submission to the 
NCRE of following documents:

1. application for establishment of «green» tariff  
 according to standard form; and 

2. following documents in printed form: 

― explanatory note with detailed information on the company 
(ownership form; rated capacity of the generating equipment; 
characteristics of the generating equipment); 

― net cost calculation for electricity production with equipment 
using alternative energy sources;

― substantiation of net cots positions and elements for electricity 
production (copy of contracts for purchase of goods, works and 
services, cost estimate, interpretation, information on personnel 
number, on balance value of fixed assets as per day of application 
for establishment of «green» tariff); 

― explanatory note to the work construction project for power 
facilities with use of alternative energy sources;

― copy of technical specifications for connection of new power 
facilities of the company – electricity producer which uses 
alternative energy sources received according to the current 
legislation;

― certificate of conformity of the constructed power facility 
producing electricity with use of alternative energy sources 
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to the project documentation, state standards requirements, 
construction norms and rules;

― copy of project estimate for reconstruction, modernization 
and technical re-equipment at own expense or on account of 
borrowed capital;

― beginning with January 1, 2012 document confirming that 
according to the Order of determination of share of feedstock, 
materials, fixed assets, works and services of domestic origin in 
the cost of power facility construction and their components the 
share feedstock, materials, fixed assets, works and services of 
domestic origin in the construction cost of this particular power 
facility makes up not less than 30%, and beginning with January 
1, 2014 – not less than 50%;

― if company produces electricity using solar energy beginning 
with January 1, 2011 a document confirming that the share of 
domestic materials and feedstock in the cost of solar modules 
amounts to not less than 30%.       

The NCRE reviews the application and submitted documents within 30 calen-
dar days as of submission of these documents in full extent, after that within 15 
days brings the subject to the open session of the NCRE with respective notice 
to the company. The decision of the NCRE on approval of «green» tariff shall be 
executed as resolution. 

 1.7. Order of connection to the network
On February 19, 2009 the Resolution of the CM of Ukraine #126 «On Peculiarities 
of Connection to Electrical Network of Power Facilities Producing Electricity with 
Use of Alternative Sources» was adopted and came into force on 03.03.2009. 
According to this Resolution connection point is determined as the border of the 
land plot of the owner of the electrical power facility, or upon his/hers consent, 
border of the land plot where the power facility is or will be situated.  Connec-
tion is made according to a connection contract, standard form of which was 
approved by the NCRE with its Resolution dd. July 16, 2009 # 838. Connection 
is made based on a connection contract, sample form13 of which has been ap-
proved by the NCRE with its Resolution # 838 dd. July 16, 2009. 

13 Difference between sample and standard contract is that provisions of a standard contract cannot 
be changed by the parties, only expanded, and the provisions of a sample contract have advisory 
character.
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It is also stipulated that owner of the electrical power facility can sell energy pro-
duced in exceed of his/her own needs at the electricity wholesale market or to 
the electricity suppliers as per regulated tariff, or directly to consumers in the 
order set by the legislation according to the purchase and sale contract for elec-
tricity produced with use of alternative energy sources. Sample form of purchase 
and sale contract for electricity produced with alternative sources directly to con-
sumers is approved by the aforementioned Resolution # 838.

According to amendments to the Law of Ukraine «On Electrical Power Industry» 
as of April 1, 2009 the energy suppliers who use their own network for transmis-
sion of electricity are not entitled to deny access to such network for companies 
producing electricity with use of alternative energy sources and have to include in 
their investment plants cost for such connection as well. Now, it is hard to foresee 
how and when this provision of the law will be implemented in practice. Optional 
possibility is to construct electrical networks using technical specifications as we 
mentioned in section on electrical power industry.    

The CM advised the NCRE to provide for compensation of all expenses of the 
licensee incurred due to energy transmission through local network connected 
to organizational and technical procedures for connection of electrical power fa-
cilities to electrical network and losses connected with purchase of electricity 
directly by the energy generating company which was produced with use of al-
ternative sources as per «green» tariff  through inclusion of such expenses to the 
tariffs for electricity transmission.

2. Regulation for single types  
 of alternative energy sources 

 2.1. Bioethanol
According to the Law of Ukraine «On Amendments to Certain Laws of Ukraine as 
to Support of Production and Use of Biofuel Types» dd. 21.05.2009 #1391-VI 
bioethanol is anhydrous ethanol produced from biomass or raw ethanol for use 
as biofuel.

Pursuant to the Law of Ukraine «On Entrepreneurship» production of mixed motor 
fuel with bio-ethanol, ethyl tertiary butyl ether additives and bioethanol-based is 
carried out by companies list of which is approved by the Cabinet of Ministers of 
Ukraine. The list of respective companies is approved by the Resolution of the 
CM of Ukraine «On Approval of List of Companies with all Operational Procedures 
for Production of Oil Products which are Entitled to Produce Mixed Motor Fuel 
with Ethyl Tertiary Butyl Ether or Bioethanol Additives and State Distilling Plants 
Entitled to Produce Bioethanol» #1375 dd. 05.12.2007. 
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Production of bioethanol is carried out by companies provided obtaining of a re-
spective license (licensing terms have not been approved as for August 2009). 
Detailed information on promotion of alternative energy development in general 
is contained in chapter on general basis for legislative regulation of alternative 
energy.

 2.2. Biodisel
Biodisel fuel (biodisel) are methyl and/or ethyl ethers of organic acids produced 
from plant oils or animal fat used as biofuel or biocomponent14. Industrial pro-
duction of biodisel has not been formed yet. 

Currently the Instruction of the Cabinet of Minister of Ukraine dd. 28.12.2005 
#576-р «On Approval of the Concept of Biodisel Production Development Pro-
gram for the period to 2010» and the Resolution of the Cabinet of Ministers dd. 
22.12.2006 # 1774 «On Approval of the Disel Biofuel Production Development 
Program» are in force. It is provided that normative acts directed at promotion of 
rape growing and construction of plants for production of biodisel shall be elabo-
rated.  

The program also provides for elaboration of respective state standards in the 
sphere of production and use of alternative fuel types, in particular biodisel with 
high ecological and technical qualities. 

Research Institute of Ecobiotechnologies and Bioengineering of the National Ag-
ricultural University already in 2007 has developed national standard for biodisel, 
but as for August 2009 this standard has not been approved yet. 

Important condition for stimulation of biodisel production is stipulation by the 
Law of Ukraine «On Amendments to Certain Laws of Ukraine as to Support of Bio-
fuel Production and Use» dd. 21.05.2009 #1391-VI of stage-by-stage increase 
of the obligatory volume of production and use of biofuel and mixed motor fuel. 
Detailed information on promotion of alternative energy development in general 
is contained in chapter on general basis for legislative regulation of alternative 
energy.

14 The Law of Ukraine «On Amendments to Certain Laws of Ukraine as to Support of Biological Fuel 
Production and Use» dd. 21.05.2009 #1391-VI

Legislative regulation of energy sector in Ukraine
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 2.3. Biogas
Biogas is gas obtained from biomass used as biofuel. Biogas can be used for 
production of electricity15 as well as be pumped into gas network after respective 
purification. Order for transmission of such gas into gas transporting system has 
not been elaborated yet. General order for connection to the electrical network 
for transmission of electricity produced with use of alternative fuel is also at the 
state of development. In contrast to this, sample contract form on connection to 
electrical network has been approved by the NCRE with its Resolution # 838 dd. 
July 16, 2009. 

In Ukraine only some companies produce biogas for own purposes. There is cur-
rently no industrial production of biogas with transportation to the main network. 
As well as special legislation for regulation of biogas production has not been 
elaborated yet.

Nevertheless, on February 12, 2009 the CM of Ukraine adopted two Instructions 
as to the development of biogas production in Ukraine – Instruction #217-р «Is-
sues on Organization of Production and Use of Biogas» and Instruction #223-р 
«On Creation of Register for Resources «Suitable for Biogas Production».

With this Instruction the CM of Ukraine obliged the respective authorities to de-
velop and implement pilot projects on biogas production, to elaborate and ap-
prove state standards for biofuel, to regulate issues of lease of state-owned land 
plot as per simplified procedure for placement of a fuel station selling liquid and/
or gas biofuel and mixtures with content of pure biodisel over 80%. The executive 
bodies (as for companies, establishments and organization in their administra-
tion domain), regional councils (as for companies, establishments and organiza-
tions located on the respective territory and not falling into administration domain 
of central executive bodies) have been instructed to ensure yearly before March, 
25th, collecting and provision to the National Agency on Efficient Use of Energy 
Resources of information as for availability in such companies, enterprises and 
organizations of resources suitable for production of biogas. Detailed informa-
tion on promotion of alternative energy development in general is contained in 
chapter on general basis for legislative regulation of alternative energy.

 2.4. Wind Energy Industry
Stimulation on legislative level of Wind Energy Industry begins in Ukraine in 1997, 
when the complex program on construction of wind power plants has been ap-
proved. The NCRE put into force with its Resolution dd. March 6, 1998 # 276 
the Temporary Methodic for Determining Expenses and Tariffs for Electricity Pro-
duced at Wind Power Plants. 

15 Detailed information on tariffs can be found in the section on «green» tariffs.
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With its Resolution as of July 8, 2009 # 705 the CM of Ukraine obliged the Na-
tional Agency on Efficient Use of Energy Resources to elaborate amendments to 
the Complex Program on Wind Power Plant Construction. 

POTENTIAL OF THE WIND ENERGY IN UKRAINE IS VERY HIGH.  
Below you find the map of Ukraine with marking regions with  
different wind speed:

The state policy in the sphere of wind energy is pursuant to the article 5 of the Law 
of Ukraine «On Wind Power Industry» as follows:  support of development of wind 
energy industry as ecological and fuel-free energy sub-industry through pur-
chase by power plants of all produced electricity with monetary payment without 
application of any offsets of debts as to payments for electricity.  

After approval of «green» tariffs (as described above) for electricity produced 
with use of wind energy intensification of the wind energy industry development 
can be expected.  Detailed information on promotion of alternative energy devel-
opment in general is contained in chapter on general basis for legislative regula-
tion of alternative energy.
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Chapter 4. Kyoto Protocol  
  in Ukraine

1. Concept description
A Framework Convention on Climate Change hereinafter referred to as UN FCCC 
was adopted in order to resolve the issues of a climatic changes caused by so 
called greenhouse gas (GHG) emissions.  The UN FCCC is an agreement signed 
by more than 180 developed countries of the world including the countries of 
the former Soviet Union and all industrially developed countries. This Conven-
tion became effective on March 21, 1994. Since UN FCCC does not set forth 
quantitative obligations and an additional document called the Kyoto Protocol 
was developed to specify such obligations.

The key goal of the mechanisms of the UN FCCC and the Kyoto Protocol is to 
reduce the emission of the greenhouse gases (GHG). The parties to the Conven-
tion assumed obligations not to exceed the volume of emissions which was in 
1990 and a further decrease of the admissible emissions for all member coun-
tries is being slated. The Convention stipulates for a possibility to redistribution of 
the admissible volume of emissions in particular when one state which produces 
much less emissions than it has the right for transfers a part of its quota to anoth-
er state. The Convention stipulates for a possibility to redistribution of the admis-
sible volume of emissions in particular when one state which produces much less 
emissions than it has the right for transfers a part of its quota to another state.

The goals set for environmental protection are also achieved thanks to such 
mechanisms because during implementation of the UN FCCC mechanisms the 
funds are spent for upgrading the production facilities and respectively for de-
creasing such emissions in the future. 

Taking into account that Ukrainian industry in 1990 was mode developed than 
today Ukraine has a chance to transfer part of its quota to other countries and 
is an important player on the market of trading quotas and implementing other 
mechanisms of the UN FCCC and Kyoto Protocol.

There are three market financial mechanisms («flexible mechanisms») within the 
framework of the Kyoto protocol which was ratified by the Verkhovna Rada of 
Ukraine in 2004: 
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1. INTERNATIONAL EMISSION QUOTAS TRADING; 

2. A MECHANISM OF JOINT IMPLEMENTATION; 

3. CLEAN DEVELOPMENT MECHANISM. 

The first mechanism is international emission trading: Transfer of excessive units 
of established quantities from one country to another in exchange for financing 
or other economic benefits. The right to sell belongs to a state which is party 
to the UN FCCC on climatic change. The emission trading between the states 
is mainly regulated by the bilateral agreements (for example an agreement be-
tween Ukraine and Japan). Green investments scheme is one type of such emis-
sion trading program. Member states of the Kyoto Protocol were given an op-
portunity to trade GHG quotas since January 1, 2008. Pursuant to Article 17 of 
the Kyoto Protocol the countries are allowed to assign or sell the remaining part 
of their quota to another state in the event if they do not exhaust their own quota. 
The emission limits were fixed at the level of 1990. 

The joint implementation mechanism stipulates for selling part of the quota in ex-
change for investment in upgrading the production facilities with the purpose to 
decrease such emissions in the future and such mechanism is being implemented 
by the factories of both member states of the Convention.  Particularly, such mech-
anism envisages a transfer of GHG emission decrease units to a foreign investor. 
This mechanism can be used by countries which are enlisted in the Appendix 1 to 
Kyoto Protocol and Ukraine is in this list. Moreover, the state shall authorize a fac-
tory where a joint implementation project is being implemented to transfer the GHG 
emission decrease units to a foreign investor which provides financing. 

The third mechanism is a clean development mechanism: This mechanism can 
be used by countries which are enlisted in the Appendix 2 to Kyoto Protocol which 
is comprised of developing countries. 

Among the above mechanisms Ukraine can be interested in a mechanism of 
«green» investment and joint implementation projects which we will review in de-
tails.

2. A mechanism of «green» investments
A mechanism of «green» investments is one way to trade quotas. 

The regulation is carried out in accordance with the Resolution of the CM of 
Ukraine #221 dd. February 22, 2008 «on adoption of the Procedure for review, 
approval and implementation of targeted environmental (green) investment 
projects during the continuance of the obligations of the party to the Kyoto Pro-
tocol to the UN FCCC on climatic changes».

Legislative regulation of energy sector in Ukraine
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The projects shall be developed on basis of international agreements on transfer of 
part of the emissions by interested agencies of executive power, agencies of local 
self-government, legal entities and natural persons who are registered as business 
entities (hereinafter Applicants) independently or with the assistance of a special-
ized project organization and shall be submitted for review of the National Agency 
of Environmental Investment in Ukraine (hereinafter referred to as NAEIU). 

The applicant shall submit to NAEIU a written and electronic application and support 
documentation to the project, a list of which is stipulated by the above Resolution. 

The projects which are submitted for review and approval of the NAEIU should 
meet general and additional criteria established by the above Decree. 

AMONG THE GENERAL CRITERIA HE FOLLOWING CRITERIA 
SHOULD BE MENTIONED:

― correspondence of the project with the priorities of national 
economy development and particularly on issues of resource and 
energy conservation, energy efficiency; 

― Availability of social benefits in the implementation of the project 
(new jobs, ensuring safe working conditions, etc);

― Availability of the decision of the agency of local self-government 
on its approval to implement this project on a particular territory. 

ADDITIONAL CRITERIA INCLUDE THE FOLLOWING:

― Realistic, transparent technological decisions and financial plan of 
the project; 

― The results of a previous independent assessment of the level 
of decreased emission or increased absorption of greenhouse 
gasses and decrease of emission and discharge of pollutants 
(following a particular focus of the project); 

― Availability of relevant permits and/or licenses for taking 
measures envisaged by the project; 

― The term of project implementation (the priority will be given 
to projects with a deadline for implantation by the end of 2012. 
However, the operational time of such projects may exceed the 
mentioned term); 

― The return on investment of the project (the priority will be given to 
projects with the shortest investment return time).

The shortlisting of projects shall be made by an interagency task force which shall 
be established by the NAEIU within the period of two months from the moment of 
registration of such a project at NAEIU. 
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General criteria shall be applied while shortlisting of projects by an interagency 
task force. Correspondence of the project to general criteria shall be the grounds 
upon which the interagency task force makes a decision on entering a project 
into a database of such projects. 

An interagency task force shall review the documents submitted by the applicant 
and conclusions made by an independent expert organization, make analysis 
and assessment of the submitted project, financial terms of its implementation 
and makes a decision on implementing such project or reject the further imple-
mentation of the project. 

If the project has been approved for implementation the NAEIU determines who 
shall be the contractors according to the legislation on procurement of goods, 
works and services using the budgetary funding. Further details on governmen-
tal procurement you can find in the book called «Public Private Partnership»16, 
prepared by Arzinger.

Additional criteria shall be applied while making a decision on approving the 
project by the NAEIU. Additional criteria are of comparative nature and allow de-
termining the advantages of the project over other projects of the corresponding 
topic on the basis of the evaluation of qualitative and quantitative indicators of 
the project. 

THE IMPLEMENTATION OF «GREEN» INVESTMENTS PROJECT 
SHALL BE CARRIED OUT AS FOLLOWS:

1. Development of the project

2. submitting the application and supplementary documentation

3. shortlisting of projects, entering the project into a database of the 
projects. 

4. decision on implementation of the project

5. determining the contractors of the project by NAEIU

6. Implementation of the project

The following fact should be mentioned as an example. Ukraine signed guidelines 
with Japan on implementing the green investment scheme. Within the Ukrainian 
Japanese cooperation the Ministry of housing and communal services is respon-
sible for developing project suggestions17. 

16 You can download it from: http://arzinger.ua/index.php?page=press&type=books&id=206&lang=ru.

17 You can download it from:  http://www.auc.org.ua/activities/news/?id=35789

Legislative regulation of energy sector in Ukraine
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3. Joint Implementation projects
 3.1. General provisions
The joint implementation project (JI) may be implemented following a national (Track 
1) or international procedure (Track 2). International procedure is quite longer and it 
is used as a rule when the member state of the Kyoto Protocol does not fully meet the 
conditions of this protocol and respectively has no right to use a national procedure. 
Ukraine received the right to approve and use the national procedure.

 3.2. Procedure for review and approval  
  of the project 

The procedure for preparation, review, approval and implementation of projects fo-
cused on reduction of the volume of man-made GHG emission has been adopted 
by the Resolution of the CM of Ukraine #206 dd. February 22, 2006. The guidelines 
for execution of joint implementation projects following the national procedure has 
been adopted by the order of NAEIU No. 79 dd. December 18, 2008.

It should be mentioned that joint implementation projects require approval from 
both states. The approval of a project shall be first received from a state where 
gas emission takes place and then shall be transferred to Ukraine and this is one 
of the conditions for approval of such JI project approval by NAEIU.

According to this guideline the owner of the object or a person authorized for re-
ceiving a Letter of Endorsement (LoE) shall submit an application to NAEIU on pro-
viding such LoE which contains a petition about a preliminary approval of NAEIU of 
the implementation of a potential JI project following the national procedure. 

With reference to the LoE issued by NAEIU and according to the project offer, 
the owner of the object shall develop PDD (Project Design Documentation) and 
submits the latter for determination to the national or an international determina-
tor. The international determinator is an independent agency which has been ac-
credited by the Supervisory Committee which has the right for determination of a 
JI project following an international or national procedure; national determinator 
is an independent expert organization which has the right for determination of a 
JI project following the national procedure. In case the determinator’s conclusion 
is positive the owner of the object shall submit the JI project to NAEIU for further 
approval. 

The joint implementation project (JI) which passed the determination shall be 
approved by NAEIU for implementation following the national procedure by virtue 
of issuing a corresponding Letter of Approval (LoA).  
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Requirements with regard to the documents necessary for receiving the LoE, 
LoA, the contents and design thereof including the grounds for rejection to is-
sue such a letter shall be determined by the NAEIU. At the moment the Require-
ments for the documents which describe the volumes of man-made emissions 
and absorption of GHG necessary to receive a LoE by the owner of the emission 
source where such JI project shall be executed (the Order of NAEIU No.32 dd. 
June 25, 2008) and the Requirements for preparation of the JI projects (the Or-
der of NAEIU No.33 dd. June 25, 2008) have been approved.

IN ORDER TO RECEIVE THE APPROVAL FOR THE JI PROJECT AN 
OWNER OF THE OBJECT OR AN AUTHORIZED PERSON SHALL 
SUBMIT THE FOLLOWING DOCUMENTS TO THE NAEIU: 

― Application on approval of the JI project following the national 
procedure; 

― Copy of the LoA; 

― LoE of the foreign state issued by a competent agency which 
approves the JI project and a translation thereof into Ukrainian, 
legalized by the owner of the object following the established 
procedure, in writing and in electronic form (CD-R or DVD-R) as PDF; 

― A copy of the contract (previous agreement) with the Buyer about 
a sale and purchase of a unit of emission decrease certified by the 
owner of the object following the established procedure. 

The NAEIU shall approve the JI project issuing a corresponding order within 10 
days from the moment of submission of the documents and shall transmit within 
10 days from the moment of approval of the JI project the PDD, LoE, conclu-
sion of the determinant and the information about approval of the JI project via 
official electronic channels of communication to the UN FCCC Offices in order 
so that this JI project could be published and registered by virtue of assigning 
it an identification number of the JI project in the International Transaction Log. 
In the event when the package of documents proves incomplete or inconsistent 
with the established requirements the NAEIU rejects to approve the JI project by 
issuance of the rejection order and advises the owner of the object in writing ac-
cordingly within 10 day's period.

 3.3. Further implementation of the project
NAEIU after receiving the information from the UN FCCC Offices regarding the regis-
tration of the JI project, further informs about it the owner of the object, opens in the 
National Register a project account and a transfer account (if necessary) and makes 
a deposit of corresponding number of units (parts) of the assigned amount. 

Legislative regulation of energy sector in Ukraine
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NAEIU may terminate the implementation of the approved JI project which fol-
lows the national procedure by virtue of canceling the order on approving the 
corresponding JI project which will result in a voiding the registration of this JI 
project in the International Transaction Log.  

THE FOLLOWING REPRESENTS THE GROUNDS TO CEASE 
THE IMPLEMENTATION OF THE JI PROJECT ADOPTED BY THE 
NATIONAL PROCEDURE: 

― A written application of the owner of the object or his/her 
successor about cessation of implementation of the JI project;  

― Finding out by NAEIU inaccurate information in the documents 
submitted for approval, adoption of the JI project, and in the 
annual report (monitoring report) and verification conclusion 
submitted for registration; 

― Cessation of the object to function or functioning of the object in 
a manner which is not specified by the approved Project Design 
Documentation; 

― Cessation of the business activity of the owner of the object; 

― Implementation of the JI project with significant deviation from 
indicators specified by the approved PDD with regard to new 
construction, replacement, upgrading or capital repair of the 
equipment, failure to meet other investment measures which may 
have a significant effect on the quality of implementation of JI 
project; 

― Failure to submit for registration an annual report, (monitoring 
report) and verification conclusion about the progress of 
implementation of the JI project and achieved reduction in GHG 
emissions before November 1 of the year which follows the 
reporting year. 

On the basis of registered annual report, (monitoring report) and verification con-
clusion the NAEIU shall convert the corresponding volume of unit (part) of the 
assigned amount in the unit of emission decrease and credits the account of the 
owner of the object. 

The transfer of the emission reduction unit shall be made on the basis of the au-
thorization from the owner of the object submitted to NAEIU along with the regis-
tered contract with the buyer by virtue of electronic transfer from the account of 
the owner of the object at the National Register to the account of the buyer in the 
National Register of a foreign state.   
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IN ORDER TO MAKE SUCH TRANSFER OF THE UNIT (PART) OF THE 
ASSIGNED AMOUNT THE OWNER OF THE OBJECT SHALL SUBMIT 
THE FOLLOWING DOCUMENTS: 

― A petition (application) of the owner of the object about a transfer 
of the unit (part) of the assigned amount;  

― The verification conclusion and its translation into Ukrainian, 
certified following the established procedure by the owner of the 
object in writing and in electronic form (CD-R or DVD-R) as PDF. 

 3.4. Conclusion
The whole procedure if observed stage by stage is as follows:

1. Development of the project proposal 

2. Submitting the application 

3. Receiving a LoE from the NAEIU  

4. Development of the project design documentation (PDD) 

5. Determination and obtaining a positive determination conclusion

6. Receiving a LoA from the NAEIU 

7. Receiving a LoE from a foreign state 

8. Submitting the documents for approval of the project 

9. Approval of the project

10. Registration at the UN FCCC Offices by virtue of issuing an 
identification number of the JI project at the International 
Transaction Log

11. Opening a project account at the National Register and placing 
a corresponding number of the units (parts) of the assigned 
amount as a deposit. 

12. Registering of the annual report and verification conclusion.

13. Transfer of the units from the account of the owner of the object at 
the National Register to the account of the buyer in the National 
Register of a foreign state

In conclusion it should be repeated that the key positive thing about such cooperation 
is the fact that such project may be implemented in a country where its implementa-
tion is the most advantageous and as a result of energy efficient measures it results 
in upgrading of the equipment and gradual decrease of harmful emissions. And a 
fact that a quota allocated for Ukraine is higher than the amount of real emission 
provides Ukraine with an opportunity to be an active participant of the world projects.  

Legislative regulation of energy sector in Ukraine
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Chapter 1. Bioenergy  
 and agriculture 
  in Ukraine

1. Concept description
Ukraine is renowned as a bread basket of Europe. Illimitable fields and perfect 
soil are good prerequisites for intensive production. Conditions allow more than 
just be self sufficient but also to export massive volumes of agricultural commod-
ities. After the break up of the Soviet Union the crop production data were quite 
disappointing. First of all during the transitional 90ies crop production plummet-
ed. Many fields were left unexploited and a crop which was produced was not 
enough to be even self-sufficient. Only after privatization which was complete in 
2000 the production levels started to grow again. Having favorable weather and 
sufficient precipitation Ukraine as before produces much more grain than 27 mil-
lion tons which is enough to be self-sufficient. In 2008 Ukraine produced twice 
as much or 53 million tons. Thanks to bullish trends for agricultural commodities 
on the world market during the recent years investment in agriculture grew sig-
nificantly, outdated fleet of agricultural machinery was upgraded and production 
started to boost. The profit of companies trading farm machinery grew several 
times and rent appreciated as well considerably. 

Ukraine occupying an area of 60 million hectares is one of the largest countries 
in Europe and 100% of its territory is located in European part of the continent. 
Around 70% (38 million hectares) of the territory is used for agricultural produc-
tion. 30 million ha of which is arable. Around 10 million hectares may be used for 
production of biomass without any harm to Ukrainian food industry.  

Even if earlier renewable raw materials and bioenergy in Ukraine played practi-
cally no role whatsoever this did not disallow this sector to become a profitable 
agricultural business thanks to the fact that this type of raw materials became 
fancy globally. The most vivid example of this trend is rapeseeds production. Only 
few years ago a share of rapeseed crop among other crops was miniscule but 
times are changing and now the area covered with rapeseeds are ten times as big 
and in 2008 it equaled 1.6 million hectares.

General overview of agriculture in Ukraine
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The law on bioenergy use should create new incentives for agricultural develop-
ment. Agricultural enterprises could invest in the added value chain, and the rent 
market, which suffered from the financial crisis could rehabilitate sooner. 

Another advantage for Ukraine is its geographical location. Direct access to the 
sea with several ocean ports as well as to the key navigable river of Europe – the 
Danube – and Ukraine's location in-between such giant markets as EU and Rus-
sia provides Ukraine with a golden opportunity to sell its products. 

2. Land privatization and rent 

Although collective farms privatization was officially allowed already during mid 
90ies, however, in reality this became possible only in the year 2000. Farm en-
terprises and farmland were privatized. Interestingly that the standard (cadastre) 
value of farmland depended on its location and soil quality and the calculation 
of the overall cost of all collective farmland was also in place. One hectare of a 
good farmland was evaluated at around UAH 10,000. Up to 10% - 15% of reserve 
and compensation lands were divided into equal plots and distributed among 
all members of the collective farm. Depending on the scale of the farm and the 
number of the employees the size of such plots ranges from 1 hectare to 15 hec-
tares. In the western Ukraine collective farms were smaller but the number of 
employees was higher while in the south and in the east it was reverse - the farms 
were larger and the number of employees was smaller. 

30% OF FARMLAND IS STILL STATE OWNED.

Agricultural enterprise leases farmland from landowners and farms it as one land 
package. As a rule the size of such lands ranges from 50 to 150 hectares. Along 
with large enterprises during the recent years a big number of small farming en-
terprises (family farms) were organized but the share thereof in the overall vol-
ume of production does not exceed 5%. 

Along with ex-collective farmlands there are also farm households. This is the 
land which was shared back in the Soviet times among rural residents for private 
use. These land plots as a rule are located at the outskirts of a village and do not 
exceed the area of 2 hectares.  Rural regions are considered laggards in many 
respects and the majority of residents are retired. Taking into account a mid term 
perspective the number of farm households will only decrease and land plots will 
be leased to agricultural enterprises.   

Despite privatization a moratorium was placed on trading agricultural lands. 
It should have been lifted back in 2007 but it was prolonged until the Laws of 
Ukraine «on land market» and «on state land cadastre» become effective. At the 
moment the political will to open this market does not exist.
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Moreover, the land rent market has been developing quite rapidly during the re-
cent years. The amount of land rent in the majority of cases is calculated on per-
centage basis taking into the account its monetary value. Quite often the land 
rent is still paid in kind by good or services. The land rent also includes welfare 
payments for rural community. An important task for the management of the 
company is to maintain the landlord feedback. 

3. Crop production 
The key crops include: Wheat, barley, sunflower, maize, rapeseeds, sugar beets 
and soybeans (see. figure 1).

Fig. 1: CROPPED AREA DEVELOPMENT  
(source: State Statistics Committee, USAID)

The staple crop in Ukraine is wheat. This statement is made even on the national 
flag which is a symbol of a blue sky over an amber field of wheat. The wheat is 
exported not solely to EU but to other Mediterranean countries.  Barley and corn 
are also sold to the same markets.  

Oilseeds cover more and more territory. During the recent years rapeseeds has 
been widely spread. Virtually, all rapeseeds crop goes for export and around 80% 
of it goes to Europe. So far Ukraine does not have possibilities for processing 
rapeseeds which explains the reason behind the major part of it being exported.   

Sunflower seeds and soybeans are processed in Ukraine and are partially sold to 
the domestic market.  
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A decrease in production has been specifically seen primarily with sugar beets. 
Because Ukraine joined WTO it was forced to partially open its sugar market and 
allow in country less expensive product from the world market. Outdated and 
low capacity local sugar refineries are not in a position to produce sugar at world 
prices. This caused a significant decrease in sugar beet production. Almost all 
sugar produced in Ukraine is sold domestically.    

Potatoes and vegetables are produced by private households as it has been in 
the Soviet Union.  

4. Climate and soil quality 
The climate is the biggest difficulty for agricultural production. Ukraine can be 
divided into three climatic zones: Steppe, forest-steppe and forest (see fig. 2) 

Fig. 2: CLIMATIC ZONES

The names themselves indicate that the precipitation is limited and it is of great 
importance to the expected yield of the crop. Black soil areas are located mostly in 
the steppe and forest-steppe zones (see fig. 3 «Soil quality» and fig. 4 «Climate».  
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In southern and eastern Ukraine production of wheat, maize and sunflower pre-
vails. In these areas increased production of soybeans was forecast but so far 
rapeseeds showed good yields.  

In western and central Ukraine first of all there is a combination of fertile soil are 
sufficient precipitation.

Fig. 3: SOIL QUALITY

Fig. 4: CLIMATE, WIND DIRECTION AND PRECIPITATION
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In the forest zone in the northern Ukraine along Belarusian border light sandstone 
areas are quite common. Earlier intensive potato production was under way here 
but with years predominantly private households took initiative in potato produc-
tion. As of today certain large enterprises resumed potato production however 
they choose for this a better quality soils. Thus, a lot of land along Belarusian 
border remains unexploited. 

5. Use of bioenergy in Ukraine
Because of relatively low prices for common types of energy there was no incen-
tive to produce bioenergy domestically. Except for several heating units which 
use straw for burning and small units for rapeseeds oil production one does not 
use these raw materials to produce energy. 

In early 2009 a legislative basis was created to use renewable raw materials 
and in particular «green» tariffs were established along with an obligation to use 
mixed fuels. Thus, producers can sell energy to public networks at guaranteed 
minimum prices. Due to the fact that Ukraine joined the bioenergy market late it 
can use the experience of other countries and avoid making mistakes. 

Ukrainian agriculture has undergone serious changes during the recent years. 
Privatization, WTO accession and increased prices for agricultural raw materials 
encouraged its rapid development. If truth were told because of the financial cri-
sis many investors decreased the activity and the farmland market is open again. 
It became possible again to buy large farming enterprises.

The problem of developing the production of biological raw materials in the first 
place is tied to the land which is available for producing agricultural products. 
Along with this, there are land plots which are not used for production of food-
stuffs but could be used for production of raw materials for bioenergy sector. 

Along with conventional use of the produced crop for sale, the new law on bioen-
ergy opens new perspectives for agriculture. Ideal planting areas exist almost 
for each crop. Along with already existing methods Ukraine has multitude of op-
portunities to produce new crops and ways to produce the latter. Investments 
in agriculture of Ukraine as well as bioenergy production become thus even of 
bigger interest. 

If necessary incentives are created for domestic production, then there is a 
change that for example rapeseeds in Ukraine will be processed into fuel or bi-
odiesel which may even be exported. Biogas or electric power could also be sup-
plied to the European network and sold to foreign consumers.
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Chapter 2. Legislative  
 regulation  
 of renting  
 agricultural land 

1. Concept description
The following laws should be distinguished among regulatory legislation regulat-
ing land relations in Ukraine:

― Land Code of Ukraine # 2768-III dd. October 25, 2001

― Law of Ukraine «on Land Rent» # 161-XIV dd. October 6, 1998

― Law of Ukraine «on Land Use Fee» # 2535-XII dd. July 3, 1992

Land in Ukraine pursuant to Article 17 of the Land Code of Ukraine № 2768-III 
dd. October 25, 2001 (hereinafter referred to as LC of Ukraine) are divided into 
categories by designated purpose of use one of such categories is agricultural 
land. 

Agricultural land is land allocated for production of agricultural commodities, 
carrying out agricultural scientific research and studies, placing relevant produc-
tion infrastructure or designated for such purposes. 

PURSUANT TO ARTICLE 22 OF LC OF UKRAINE  
THE FOLLOWING LANDS BELONG TO AGRICULTURAL LANDS: 

― Agricultural lands (arable land, perennial plants, hayfields, 
pastures and fallow lands); 

― Non-farm lands (production roads and paths, forest shelter belts 
and other protective plants except for those which are part of 
forestry lands, lands under industrial buildings and yards, lands  
of temporary conservation, etc).

General overview of agriculture in Ukraine
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A ban on alienation of agricultural lands has been in place since the time when 
the Land Code of Ukraine became effective in 2001 and every year it becomes 
stricter and stricter. Thus, practically the sole legal option to acquire the right for 
farmland is the right to lease it. 

Ownership for agricultural land can be transferred and is provided for use only 
for agricultural purposes, however, it may not be transferred to foreign citizens, 
stateless persons, foreign legal entities and foreign states.  Hence, foreign physi-
cal and legal entities cannot acquire the right to own the land even after the mora-
torium is lifted.

Thus, foreign legal entities may acquire agricultural land only to have the right to 
use it rather than own it.  

The issue whether a Ukrainian enterprise organized exclusively by foreign legal 
entities buy land plots of any designated purpose to own it is a debatable is-
sue. The matter is that in the LC of Ukraine there are no enterprises organized 
by foreign legal entities among the entities which have the right to acquire land 
to own it. Although there is no direct ban in the Ukrainian legislation it should be 
mentioned that land relations is a public rather than civil issue. Therefore it seems 
incorrect to apply in this case the principle «what is not directly prohibited by law 
is allowed by law». 

Taking into account that this book is intended, in first place, for foreign inves-
tors we will deal only with peculiarities of renting land with agricultural designa-
tion. Further details on specific features of legal relations with regard to land can 
be found in a book prepared by Arzinger’s experts which is called «Real Estate 
Guide»18.

2. Unique features of renting out state  
 owned and communal lands
Leasing out land plots which are state owned or communal property is carried out 
on the basis of the decision of the relevant executive agency or an agency of local 
self-government following the results of land tender by virtue of entering into a 
leasing agreement for this land plot. 

Land tenders shall not be hold in particular in the event when on such land plots 
there are real estate objects which are owned by citizens, legal entities (without 
state interest) except for cases when the owner of real estate which is located at 

18 You can download it from: http://arzinger.ua/file_collection/ru/0_Real_Estate_Guide_2008.pdf
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such land plot refuses to sell it out or enter into a land leasing agreement.  Land 
tenders shall not be hold in other cases which are specified by Article 134 of the 
LC of Ukraine.

3. Land leasing agreement
Leasing out land plots which are owned by citizens and legal entities is executed 
on the basis of a leasing agreement between the owner of the land plot and the 
lessee. 

A standard form of a land leasing agreement has been established by the Resolu-
tion of the CM of Ukraine #220 dd. 03.03.2004. Land leasing agreement is con-
cluded in writing and upon the choice of one of the parties it may be certified by 
a notary. Discussion which has been under way earlier related to the mandatory 
notarization of land plot leasing agreement was terminated by the Law of Ukraine 
«On amending certain laws of Ukraine» #1509-VI dd. June 11, 2009. This law 
terminated the norm of the Economic Code of Ukraine # 436-IV dd. January 16, 
2003 which disallowed leasing out land without a notarized land leasing agree-
ment.

THE LAW OF UKRAINE «ON LAND RENT» SPECIFIES ESSENTIAL 
CONDITIONS FOR LAND LEASING AGREEMENT:

― Object of leasing (location and size of a land plot); 

― The term of land leasing agreement (may not exceed 50 years); 

― Land rent should be indicated along with its amount, indexing, 
form, terms, procedure of payment and review as well as 
responsibilities for a failure to make rent payments; 

― Terms of use and designated purpose of land plot which is being 
leased out; 

― Terms of preservation of the condition of the leased object; 

― Terms and conditions of the transfer of the land plot to the lessee; 

― Terms and conditions of the back transfer of the land plot to the 
lessor; 

― Existing limitations (encumbrances) related to the use of the land 
plot; 

― Specifying the party which shall bear the risk of an accidental 
damage or destruction of the object of leasing in full or partially; 

― Responsibilities of the parties; 

General overview of agriculture in Ukraine
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― Terms and conditions of placing a mortgage and contributing the 
right to lease land plot to the Charter Capital; 

Lack of one of essential conditions in the land leasing agreement triggers the 
refusal to register such land leasing agreement by the government and makes 
such agreement null and void as per applicable law. 

Upon consent of parties other terms and conditions may be introduced into land 
leasing agreement and the following ones in particular: the quality condition of 
farmlands, the procedure of fulfilling the obligations by the parties, procedure for 
insuring the object of leasing, carrying out melioration works as well as circum-
stances which may affect the changes or termination of the land leasing agree-
ment and other conditions. 

THE FOLLOWING COMES AS AN INTEGRAL PART OF THE LAND 
LEASING AGREEMENT: 

― A plan or diagram of a land plot which is being leased out; 

― Cadastre plan of a land plot indicating the limitations 
(encumbrances) of use and established land easements; 

― An act specifying the limits of a land plot in deed (afield); 

― Act of transfer of the leased object; 

― Draft of the land plot assignation in the event of its exploitation 
according to law.

Pursuant to Article 2 Chapter 125 of the Land Code of Ukraine the right for leasing 
a land plot comes into effect after the land leasing agreement is concluded and 
is registered by the government. It is prohibited to start using the land plot before 
determining its limits in deed (afield), receiving a document which verifies the right 
for it and registration by the government. 

4. Land rent
A fee is charged for use of land in Ukraine. The payment for land is made through 
land tax or land rent. The land tax is payable the owners of the land plots while the 
land rent is payable by the lessees.

For lands which are privately owned the amount and the procedure for rent pay-
ment shall be regulated by the parties through the clauses of the land leasing 
agreement. 

For communal and state owned lands there are mandatory legislative regulations.   
Particularly, the amount of land rent payment for such lands cannot be lower than 
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the land tax which is established by the Law of Ukraine «On Payment for Use of 
Land» # 2535-XIІ dd. July 03, 199219. The land rent is payable on a monthly basis 
during 30 days following the reporting month.

5. Specific features of land leasing  
 and further acquisition  
 of the right to own it
The Lessee who according to the law may have the leasing rights for land has the 
right of first refusal for acquiring this land as a property in the event this land plot 
goes for sale on condition that he/she pays the price at which it is offered for sale 
and in the event of a sale through a competition (auction) – if his/her bid is equal to 
the highest bid made by the participants of the competition (auction). However, if 
a foreign legal entity enters into a land leasing agreement for a particular land plot 
such entity will not have the right for further acquisition of the right to own it.  Thus, 
if a foreign investor is planning to acquire the right to own the leased land in the 
future (through an organized company in Ukraine) it should be taken into consid-
eration that the lessee should be a company which has the right to own the agricul-
tural land plot if purchased (for example: not a subsidiary, but rather an enterprise 
where the founders are exclusively Ukrainian citizens of legal entities).

19 The land tax rate for one hectare of agricultural lands is established in percentage to its monetary 
evaluation as follows: For arable lands,  hayfields and pastures – 0.1; for  perennial plantings – 
0.03;
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