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European-Ukrainian Energy Agency (EUEA) is a non-profit Association founded in 2009 to become a 
platform for joint EU-Ukrainian actions in order to foster sustainable development and 
environmentally friendly technology transfer. EUEA is open to all stakeholders in the Ukrainian 
Energy Efficiency (EE) and Renewable Energy (RE) sectors who want to work constructively with like-
minded members to contribute to the gainful and transparent development of these markets in 
Ukraine through the promotion of fair and sustainable business practice, raising of public awareness 
of energy issues, and by influencing government energy policy. 
 
 
The International Centre for Policy Studies (ICPS) is an independent, non-governmental organization 
and one of the leading think-tanks in Ukraine. It was established at the initiative of the Open Society 
Institute in 1994; and since then, it has been actively engaged in the democratization process in 
Ukraine. ICPS strives to develop and contribute to a robust framework that aligns the country’s 
economic, social and foreign policies with emerging European standards. 
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3RD EUROPEAN-UKRAINIAN ENERGY DAY 
 
Organized by the European-Ukrainian Energy Agency and Conference House, the 3rd European-
Ukrainian Energy Day took place in Kyiv on May 29, 2012. Last year’s conference focused on updating 
Ukraine’s energy strategy, meeting the requirements of the European Energy Community Treaty, and 
developing financing for bio-energy and energy efficiency projects.  

This year, special emphasis was devoted to examining energy culture and the role of civil society in 
Ukraine. People’s quality of life in connection to the efficient use of energy was highlighted as one of 
the key issues during the event. Energy efficiency in housing requires changes in citizen behavior as 
well as improvements in the housing stock. As such, no discussion could be complete without 
examining the construction industry. Thus, panelists and participants also discussed the 
opportunities for communal and housing infrastructure modernization.  

 
During several discussion sessions, markets leaders argued the opportunities and challenges of 
biogas and biomass production, wind energy and electricity grid capacities in Ukraine. Several serious 
obstacles stand before Ukraine as it seeks to integrate its power grid with Europe. Besides 
intensifying the tempo of its transition to a greater reliance on renewable sources, Ukraine needs to 
overhaul its soviet-era energy grid in order to remain economically competitive. Still, there remain 
several promising untapped energy sources that Ukraine has yet to fully utilize. 
 
The conference was organized into panel discussions, round tables, and workshops in which speakers 
presented strategies and discussed pending or ongoing projects. All sessions are briefly summarized 
below and include recommendations. 
   
 
Conference Agenda: 
Welcome and keynotes 
Panel 1:  Energy efficiency and renewable energy for foreign direct investments 
Panel 2A: Round-table on “ESCO, energy performance contracting, PPP in district heating and 
buildings. Municipal waste to achieve best “energy mix” 
Panel 2B: Round-table on “Grid capacities: securing modernization for RE sector in Ukraine. Can 
Ukraine build a sustainable grid in a world of renewables?” 
SEBE Workshop 2C: Biogas for internal grid or for export? 
Section 3A: Biomass in Ukraine: from “potential” to energy source 
Panel 3B: Round-table on “Wind energy: project developers and turbine manufacturers tackling the 
challenges!” 
Panel 4: Energy culture and Ukraine – tipping the balance between EE & RE 
Panel 5: Civil society and the energy sector – achieving positive change 
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Mr. Dave Young during the 
welcoming speech 

 
Welcome and Keynote Address 
 
Mr. Dave Young, Chairman, European-Ukrainian Energy Agency  
Mr. Mykola Pashkevych, Head of the State Agency on Energy 
Efficiency and Energy Saving of Ukraine 
Mr. Andrew Rasbash, Head of Operations, EU Delegation to 
Ukraine 
 
One of the greatest weapons in the arsenal of change is the 
average citizen as the energy consumer. The number one task for 
the government, power companies, the media, and civil society is 
to change the mindset of the consumer. And with the impending 
and inevitable changes to subsidized energy use in Ukraine, it 
becomes ever more essential to create a climate in which wasting 
energy is unacceptable. 

Energy consumption increases carbon emissions– the primary 
cause of climate change – and yet it also drives economic growth. 
Ukraine needs economic growth, but it does not need growth in 
energy consumption. Using more renewables and increasing energy 
efficiency is essential to combating climate change and creating 
sustainable development. 
 
The EU objective is to create “inclusive green” economies based on sustainable, environmental 
energy practices. In this way, the energy sector can be de-carbonized and operates using more 
renewable and alternative sources and a more efficient infrastructure. 

In the last generation, Switzerland and Germany doubled their GDP without increasing their energy 
intensity or usage. This process did not occur through the actions of just the government. Success 
required people to change their attitudes to energy and to consume more efficiently. Although it is 
possible for Ukraine to do the same, the country is trying to catch up with a moving target, in that EU 
standards are rising and directives are being modified.  

“The cheapest and cleanest energy is the one we do 
not use” 

Ukraine has already joined the European Energy Community, a bold 
step with significant obligations, and began the transposition of key 
EU regulations into its national law. Legislation, however, cannot 
just be transposed into law. It must be implemented, enforced and 
monitored.  

Without basic changes in energy politics and energy usage, Ukraine 
looses the ability to improve its position in the world economy. For 
the 3rd Energy Day, the task was not only to discuss what is holding 
back the market in Ukraine but to devise measures that can be taken 
to release the country’s massive restrained potential.  

 

Mr. Andrew Rasbash addressing 
the participants with his keynote 
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“Climate change is the tragedy of the commons, a long term problem 
requiring long term solutions”.  
 
Panel 1: Energy efficiency and renewable energy for foreign direct investments 
 
Moderator: Mr. Jorge Zukoski, President, American Chamber of Commerce in Ukraine  
 
Panelists:  
 

Ms. Astrid Manroth, Senior Energy 
Specialist, World Bank, Ukraine Country 
Office 
Ms. Vida Rozite, Energy Efficiency Unit, 
International Energy Agency 
Mr. Martin Mayr, Head of UniCredit 
Leasing Vienna Renewables Expert 
Center, UniCredit Leasing s.p.a 
Mr. Sergey Khudiyash, Head of 
department of IFI programs 

management, JSC Ukreximbank 
Mr. Ira Saul Rubenstein, partner at Traficon.r.o (Prague), member of EUEA Board 
 
Energy is a key component to promoting the growth of a competitive economy, and while Ukraine 
has made some progress, much remains to be done in the key regulatory and legislative 
environments.  
 
Energy efficiency addresses a number of fundamental policy and competitiveness objectives for 
Ukraine, but it requires a multi-vector approach. Improving energy efficiency does not necessarily 
mean investing in large pieces of equipment, but rather should be seen as an issue that must be 
taken up from the basement to the board room as a central priority for strategic planning.  

 
Still the underdeveloped state of the energy sector creates substantial 
barriers to both internal and external investments. Crucial to Ukraine’s 
development is its ability to attract foreign direct investment that will 
bring with it the necessary expertise, technologies and best practices 
necessary to conduct sophisticated operations. Presently, there is little 
incentive for companies to make any savings, as any savings they are 
able to achieve results in them receiving less funding in the future, thus 
effectively de-incentivizing modernization for energy savings.  
 
Additionally, the financial sector is not designed to help finance long-
term investment projects. The high cost of borrowing, due to the high 
level of non-repayment of loans, has created overly cautious banks that 
will only provide one-year loans for purposes of working capital.  

 
To that end, the Ukrainian government needs to work on developing a regulatory environment that 
holds high standards for transparency and accountability if they hope to attract foreign investment.  

Mr. Jorge Zukoski 
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This would require that for the duration of the 
projects’ financing all aspects must be guaranteed, 
including clear access to application of the “green” 
tariff benefits and assurance that they will not be 
rewritten.   
 
While the current climate in Ukraine seems to be 
saying that there is a lack of access to capital, the 
real issue is a lack of capacity to access capital. The 
current lending environment is not conducive to 
developing the types of long-term investment that 
serious energy efficiency projects require. 
 
Recommendations: 

1. The role of the government is not only to develop its own long-term projects; it should also 
work to assist companies and institutions to develop bankable EE projects - essentially to 
privatize and decentralize energy efficiency. This role can be fulfilled by facilitating the 
involvement of a full spectrum of stakeholders from private investors to NGOs into processes 
of EE and RE market development. 

2. The government should increase the number of professional presentations - and not just 
tender processes - on available investment opportunities in Ukraine. Such actions would 
demonstrate the government’s seriousness, offer potential investors transparency about 
required legal documents, permits and licensing procedures, and provide an overview of the 
entire projected process allowing them to access foreseeable risks.  

 
 
Panel 2A: Round-table on “ESCO, energy performance contracting, PPP in district heating, in 

buildings. Municipal waste to achieve best “energy mix” 
 
Moderator:  Mrs. Olga Romanyuk, Director of the Interregional and International Department of 
the Ministry of Regional Development, Construction, Housing and Communal Services of Ukraine. 
 

Panelists: 
Mr. Aleksandr Fomenko, General Director, 
KyivEnergo 
Mr. Nikolai Troitskiy, Managing Director, Saint-
Gobain Construction Products Ukraine; 
member of EUEA Board 
Mr. Peter Hobson, Senior Banker, Energy 
Efficiency and Climate Change, EBRD 
Ms. Sophia Lynn, Deputy Project Manager, IFC 
Mr. Mats Lundin, Director EcoEnergie Ukraine, 
Member of EUEA Board 
Mr. Konstantin E. Jacoby, EEE JacobyKospol. 
sr.o 

 
Progress in energy efficiency has been stifled by barriers to investing in the housing and communal 
sectors. There has been only 5 percent growth in investment in communal services since 2006, far 
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behind the annual growth in energy consumption. A key obstacle to development is the inability of 
energy providers to retrieve profits from energy savings due to the current tariff system, a situation 
which also makes this sector unattractive to foreign investors. 
 
Public Sector 
 
Though there are major savings to be had, the public sector has traditionally been overlooked in 
developing energy efficiency in Ukraine.  Public sector buildings such as hospitals and schools are 
characterized by underinvestment, and cities lack of the funding and equipment to make the 
necessary changes.  
 
In order to assist cities in dealing with the difficulties in investing in the public sector, the EBRD has 
introduced a financial mechanism new for Ukraine: the Energy Service Company (ESCO). ESCOs are 
designed to take on risks and offer private sector expertise for project design, implementation, 
ongoing energy performance operations, and commercial financing and procurement. The ESCO 
mechanism for financing is an innovative approach that, with the proper legislative and regulatory 
environment, can have a substantial impact throughout Ukraine. 
 
Barriers to establishing ESCOs in Ukraine in the private, public and banking sectors remain 
substantial. Within the private sector, development of ESCOs is stifled by a lack of expertise in setting 
up energy contracts coupled with an absence of infrastructure to do so. The banking sector has no 
experience with ESCO projects which they consider to be small and risky; thus they demand high 
levels of collateral, which makes proceeding with projects nearly impossible. The public sector, like 
the private sector, lacks expertise in project preparation and implementation, but also is hampered 
by a lack of budgetary funds and clear administrative and legal procedures.  

 
Housing Sector 
The housing sector remains in a state of underinvestment, largely because the local budgets are not, 
nor will they anytime soon be, large enough to restore or repair a fraction of the housing needing it. 
The best way to attract investment to this sector will be through the banking system, but this first 
requires the creation of an effective lender system and better conditions for both lenders and banks.  
 
Housing associations/condominiums are indispensable for creating an effective lending system for 
investment. Through these organizations, individual representatives would have the right to act in 
the name of the building’s interests, which includes qualifying for loans for communal improvements. 
First, however, the government must finish privatizing all housing. An apartment may be privatized, 
but if the entire building is not declared private property then housing associations will be unable to 
access credit resources. 
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Waste-to-Energy potential 
 
An unlikely source, the byproducts of 
communal living – waste – also offer an 
enormous potential for investment. Much 
of the waste produced today in Ukraine 
goes to landfills or exists in some other 
unproductive state. The introduction of 
waste processing plants that feed power 
generation plants could help Ukraine to 
undergo its transition away from its heavy 
dependence on natural gas and oil.   
 
However, some preconditions for the wide 
scale waste-to-energy development need 
to be established. In order to attract successful investment in waste-to-energy production, markets 
for the energy produced need to be in line with European standards. The best method to do this is 
having a clear and attractive legislative and regulatory environment that is based on the “polluter 
pays” principle. In other words, any party who creates pollution is responsible for paying for the 
damage that it causes to the environment, thus incentivizing companies to minimize their negative 
impact on the environment.  
 
Update: At last year’s Energy Day, EcoEnergy Scandinavia AB reported on the status of its Donetsk 
Waste-to-Energy (WtE) project. The WtE plant was targeted to come on line in early 2012 and was 
expected to produce 800 GW/year, enough energy to service 30-50,000 households. As of May 2012, 
no progress has been made in completing the agreements with the municipal government which 
were being negotiated at the time of last year’s conference. 
 
 
Recommendations: 
 

1. To increase the capacity of the Ukrainian banking system to operate ESCOs, the EBRD and 
other financial organizations can provide training and guidance on creating and managing 
energy contracts. 

2. The government must pass and implement legislation on homeowner rights in communal 
buildings and ensure that apartment buildings are completely privatized. Housing 
associations should be given the status of legitimate representative organizations vested with 
legal power. They could then act as banking clients capable of undertaking loans for building 
improvements. 

3. For an efficient development of the Waste to Energy market, the latter needs the 
Government to: 

- establish bodies or institutions responsible for implementation (mandate at 
municipal level) 

- provide financial guarantees for projects at all levels (i.e. ministerial, municipal and 
industrial) 

- simplify land acquisition procedures for WtE unit 
- grant supply contracts for the entire chain of waste  along with necessary licenses 

and permits for stabilization. 
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ESCO Mechanism for Project Financing 
An ESCO wins an energy performance contract to carry out an energy savings project.  
The contract contains not only the volume of the actual investment, but an amount above the 
investment that will include the ESCO’s maintenance and services costs as well as profits. 
An initial shorter-term loan is made, likely a bank, to an ESCO. 
The ESCO will forfeit their loan to a dedicated Energy Performance Contracting (EnPC) financing 
facility.  
The EnPC will give the ESCO the funds to payback the entire amount of the loan to the bank, for 
which it will charge a fee (perhaps 10% of the total). 
The ESCO will then be able to receive funding over a longer term through the EnPC financing 
facility.   
Next the ESCO will sell a portion of its future receivables back to the EnPC and use the profits 
from this sale to pay back the fee charged (the abovementioned 10%). 
This process can be replicated or modified as needed, creating a sustainable investment climate. 
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Mr. Peter Knazko, GE 

Panel 2B: Round-table on Grid capacities: securing modernization for RE sector in Ukraine.   
Can Ukraine build a sustainable grid in a world of renewable sources? 

 
Moderator:  Mr. Juris Ozolins, Independent Energy Expert, Special Advisor for European 
Commission in Cabinet of Energy Commissioner 2005-2009 
 

Panelists: 
Ms. Nataliya Lysa, Director of legal and 
regulatory support, AES Ukraine 
Mr. Peter Knazko, Digital Energy Smart 
Grid Director, Central & Eastern Europe, GE 
Energy, Member of EUEA Board 
Mr. Dmytro Zhdanov, Country Manager, 
ABB Ukraine 
Mr. Mikhailo Lobodin, Head of 
Prescription, Standardization and 
Government Relationship department, 
Schneider Electric 

 
Smart grids are the integration of various inputs – traditional, renewable, and alternative fuel sources 
– combined with energy management based on demand and efficiency.  Essentially a compilation of 
technology, the system works to optimize and synchronize energy production, distribution and use. 
In order to use such grids, the system will first need to be standardized, including the development of 
methods to ensure data protection. The current system of top-down energy flow management 
promotes higher energy use without the capacity to increase production. The idea of smart grid 
translates into active decentralized energy management, basically the practice of anticipation and 
prevention. 
 
According to 2012 calculations, it would require UAH 150 bn to 
reconstruct and upgrade about half of the total electrical grid (or 410 
thousand kilometers out of a total 739 thousand kilometers) which is 
fully depreciated. This year, according to AES Ukraine, Oblenergo’s 
investment program received a mere 4.2 billion UAH, or about 2 
percent of needed modernization funds – which is not enough to 
cover even basic maintenance.    
 
The current tariff and subsidy systems have long been considered 
the primarily causes of underinvestment and fiscal difficulties in the 
energy sector. Cross-subsidies in electricity pricing approach 28%. 
Yet eliminating cross-subsidies would actually do little to rectify the 
current pricing distortion and would only free up enough funds to 
increase grid capacity by 19 percent. On the other hand, tariffs for 
electricity as calculated by AES Ukraine are currently set at 25.8 UAH 
kop/kWh for consumers, which is far below the 98.1UAH kop/kWh 
needed to be economically substantiated.   
 
The prevailing view is that the customer always pays for system improvements; yet electricity prices 
in Ukraine are the lowest in Europe.  Currently prices for customers do cover the full costs of energy, 
and non-payment is ubiquitous.  A new tariff regime would provide capital and draw in new 
investments while at the same time providing protection for the most vulnerable consumers.  
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Mr. Mikhailo Lobodin, 
Schneider Electric 

“Don’t take too huge risks! But the risks you take, take 
them fully.” 

 
Smart grids can only be developed if market driven and hence 
incentivized. If implemented, the Law on Natural Monopolies would 
introduce a stimulating tariff methodology, including regulatory asset 
base (RAB) determination.  The main principal of RAB is that the capital 
invested in a natural monopoly should generate enough return to attract 
new investment and develop the enterprise. This type of methodology 
would create incentives to invest and modernize electricity infrastructure. 
 
Another propellant for adopting smart grid technology is Ukraine’s 
obligations under the Energy Community Treaty (ECT).  Specifically, the 
Third Energy package requires smart grid operations to provide 80 

percent coverage by 2020 and 100 percent by 2022. This ambitious goal is difficult for even EU 
countries to meet let along Ukraine which has comparatively primitive grid capacity. In addition, 
there are two other drivers for introducing grid upgrades in Ukraine: an aging workforce, which 
means the opportunity to train uninitiated staff in modern energy management; and, rising fuel 
prices. 
 
 
Recommendations: 
 

1. The new tariff regime based on RAB determination should be implemented as soon as 
possible and should be widely publicized and accompanied by clearly explained 
methodology. Eliminating cross-subsidies is still necessary, but the new tariff system will 
draw in more investment. 

2. As part of the preparation to implement the ECT directive on smart grids, there need to be 
concrete regulations on data protection and security, standardization of smart grid 
components, and the development of an incentive scheme for encouraging deployment. 
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SEBE Workshop 2C: Biogas for internal grid or for export? 
 
Moderator: Mr. Wolfram Rehbock, Partner, Arzinger law firm, Member of EUEA Board  
 
Panelists:  
Mr. Jürgen Koop, Biogasrat (Germany)  
Mrs. Agnes Frank, Sustainable and Innovative European Biogas Environment (SEBE)  
Mr. Volodymyr Kupchak, Director on energy saving, STC Investments  
Mr. Kees W. Kwant, Senior Program Advisor for Energy and Climate Change, NL Agency, Ministry of 
Economic Affairs, Agriculture and Innovation (Netherlands)  
 
Ukraine’s biogas potential is estimated to be about 27 billion cubic meters (bcm) per year. According 
to Ukrainian estimations, Ukraine can produce up to 6 bcm of biogas per year during the next 2-3 
years, or about 10% of Ukraine's gas consumption or 15% of natural gas import. Despite the huge 
potential, the Ukrainian government seems uninterested in supporting the biogas industry. For 
example, there is no green tariff for biogas production in Ukraine. Attempts to introduce it have so 
far failed.  

Business stakeholders underline that, with the current tariff of 10 
eurocents per kWh, biogas projects are quite unattractive, having a 
payback period of almost 42-46 years. Biogas producers are 
lobbying for 17 eurocents per kWh green tariff which would drop 
the payback period to 8 years.  

Ukraine’s biogas market is interesting to German, Chinese and 
Dutch biogas technology providers. But Ukraine is also viewed as a 
potential biogas exporter. For instance, Netherlands has 
commissioned a feasibility study to see if biogas imports from 
Ukraine are possible in the nearest future. In general, the EU has 
set itself the ambitious goal of increasing to 20 percent the 
proportion of renewable energy used by 2020. According to EU 
legislation, member states may use projects in other countries to 
meet their national renewable energy targets. Ukraine then has an 
excellent opportunity to jump into the common EU biogas market 
that is starting to develop.    

There are also other reasons Ukraine should focus on producing 
biogas for export rather than for internal consumption. First, with 
abundant agricultural resources, biogas producers will definitely be 
able to meet the local content requirement. Secondly, exporting 
biogas would solve the problem of obtaining the green tariff for 
biogas. Thirdly, Ukraine has an expansive gas transit system (GTS) 
which allows, for minimum costs, transporting biogas to the EU. On 
the whole, transporting biogas would use no more than 2.5 percent 
of Ukraine’s GTS capacity. Fourth, by switching to biogas exports, 
Ukraine can compensate for its diminishing gas transit role in view of 
Russia’s plans to bypass Ukraine with its Nord Stream and South 
Stream projects. 

Mr. Wolfram Rehbok, Arzinger 

Mr. Jürgen Koop, Biogasrat 
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The issue of gas grid access has received much attention. As a member of the Energy Community, 
Ukraine has an obligation to implement the Directive 2003/55/EC which requires third party access 
to gas grids. This step is crucial for the development of biogas industry in any country. Yet, due to the 
small amount of biogas currently produced in Ukraine, the government has little interest in 
implementing this Directive at the moment. At the same time, private companies are already 
investigating the possibility of accessing Ukraine’s gas grid. According to business stakeholders, the 
limiting factors are the current gas transit agreement between Russia and Ukraine and the absence 
of transportation regulations for biogas.   

 

Recommendations: 

1. The government must consider whether to produce biogas for the internal market or for 
export and place its incentives accordingly. There are many factors in favor of biogas 
production for export, e.g. economic, political and even social (Bioenergy brings new 
investment into the agricultural sector which can also contribute to improving 
infrastructure, market access and unemployment in rural areas) 

2. A green tariff should be introduced for biogas production at the rate of about 17 
eurocents per kWh if Ukraine wants to develop biogas production for internal 
consumption. 

3. If Ukraine decides to export biogas to Europe, it should: 

 Concentrate on the transport sector as a sales market. While the EU distributors 
have biofuel blending quotas, there is no financial support from governments for 
this sector, at least in Netherlands. So there is a possibility of receiving higher 
biogas selling prices; 

 Create or designate a body for green gas certification, a necessary tool in 
emerging biogas international trade. This body should ensure the origin and 
quality of biogas as well as guarantee that it was produced in a sustainable way. 

 
 
 
 
 
 
 
 
 
 

UkrLand Farming Group, an integrated agricultural producer, plans to build about 30 biogas 
plants across Ukraine over the next four years. The company utilizes almost 2 Mln tons of 
chicken manure yearly and thus has the feedstock to produce 75 MW of electricity, or more 
than 25 Bcm of biogas, per year in the worst-case scenario, i.e. if no green tariff is adopted 
for biogas. Energy produced in such a way will not only make its poultry farms energy 
independent but will also exceed the company’s consumption rates, meaning that the 
excess could be traded or exported. 
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Emerging biogas market in the EU 
 
The EU is starting to develop a common green gas market spearheaded by Germany, the 
Netherlands and Sweden. EU-level projects such as the Green Gas Project and Sustainable 
and Innovative European Biogas Environment are also aimed at boosting the EU’s biogas 
market by fostering transnational cooperation, technology and knowledge transfer. Biogas 
trade in the EU takes place via a certificate system which helps to avoid double-counting. 
However, the EU’s legal framework on international biogas trade is still under development. 

 

Biogas market in Germany 
 
Germany plays a leading role in Europe in biogas production. It has more than 7,000 mostly 
small installation biogas plants, which generally produce 2,800 MW of electrical power from 
animal waste. There is a growing tendency to construct larger, more powerful biogas plants.  

The German government strongly supports the use of biogas, specifically bio-methane, in 
district heating plants (CHP). Bio-methane producers receive a feed-in tariff and have 
priority access to gas grids. Currently there are 82 bio-methane plants, responsible for the 
production of about 500 million cubic meters of bio-methane. German government pledged 
to produce 6 billion cubic meters of bio-methane annually by 2020 and 10 billion cubic 
meters by 2030.The 2020 target may be unattainable as there are not enough facilities and 
appropriate legal framework is still under development. 
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Section 3A: Biomass in Ukraine: from “potential” to energy source 
 
Moderator: Dr. Volker Sasse, Head of Economic Department of German Embassy  
 
Panelists:  
Mr. Sergiy Dubovik, Deputy Head, State Agency for Energy Efficiency and Energy Saving  
Mr. Grégory Lecomte, Policy Analyst, Project Coordinator, OECD 
Mr. Edward J. Klaeger IV, CEO, AlterEnergy Group, Member of EUEA Board  
Mr. Yuriy Navruzov, Deputy Director of Business Development, SALIX energy Ltd  
Mrs. Nadezhda Ryazanova, Policy Adviser, Central and Eastern Europe Department, International 
Finance Corporation 
 
Ukraine has a huge potential for biomass 
equivalent to30 million tons of oil annually 
and about 33 percent of all possible 
renewable energy sources. Yet this potential 
is clearly not realized, and there is a need for 
appropriate investment policy and sector 
promotion to boost the biomass sector’s 
competitiveness.  

The green tariff for power produced from 
biomass in Ukraine is 12.4 eurocents/kWh 
with a payback period of about 13 years and 
is guaranteed until 2030. Green power 
producers are eligible for tax benefits such as zero profit tax waivers on income until 2020 and zero 
VAT on imported equipment until 2019. The government also purchases fuels at higher costs. But, for 
power facilities entering into operation after 2014, 2019 and 2024, the coefficient of the green tariff 
will be reduced by 10, 20, and 30 percent respectively. These price reductions, as viewed by private 
companies, make Ukraine’s biomass sector less attractive for investors.  

The official position of the Ukrainian government is that biomass must be utilized for local heating 
rather than electricity generation. The reason for this is the need to substitute for imported natural 
gas and the pre-existing electricity surplus that frees up resources for other sectors. Ukraine can save 
about 4-9 bcm of gas by using biomass in district heating. Small- and medium-sized cities are already 
switching from natural gas to biomass.  There is a problem, however, with the statistical accounting 
for biomass usage in domestic sector.  

The barriers and obstacles in obtaining a green tariff for biomass electricity production are quite 
similar to those facing other energy sectors, such as an overall unattractive investment climate. For 
example, it could take up to 2 years and several hundred documents to get a permit for the green 
tariff. Moreover, there are multiple interfaces and no standard rules for connecting biomass power 
plants to the grid.  

Other obstacles that cause high investment risks include unclear procedures on calculation of local 
content, no pre-assessment guarantee that green tariff will be awarded before completion of power 
plant construction, no inflation adjustment mechanism to minimum green tariff, and problems with 
land allocation for power plant construction. In order to help agribusinesses overcome these 
bureaucratic barriers, the International Finance Corporation (IFC) developed a Road Map for 
obtaining a green tariff in Ukraine, which is freely downloadable from its website. 
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Recommendations: 

The government should: 

1. Enhance investment policy and biomass sector promotion by streamlining administrative 
processes and implementing a single-window approach for investors 

2. Pre-approve green tariff power purchase agreements 
3. Introduce an inflation adjustment mechanism to the minimum green tariff 
4. Establish a procedure for calculating local content percentage at the project design stage 
5. Improve renewable energy statistics by accounting for biomass usage in domestic sector 

 
 
 
 
 
 
 
 

Dr. Volker Sasse, Head of Economic 
Department of German Embassy  

Mrs. Nadezhda Ryazanova, IFC 
 

Mr. Grégory Lecomte, OECD 
 

SALIX Energy Ltd specializes in the development of industrial plantations of fast-growing 
energy crops such as “energy willows”.  
This extremely low maintenance plant can be harvested in 2-3 years.  
The company has 400 hectares of energy willow plantations in Western Ukraine and plans 
to increase this number to 2,500 hectares eventually resulting in an annual production of an 
estimated 50-60,000 tons of solid biomass. 
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Panel 3B: Round-table wind energy: project developers and turbine manufacturers tackling 
the challenges! 

 
Moderator:  Dr. Yuri Kubrushko, General Director, Imepower 
 
Panelists:  
Mr. Andrey Konechenkov, Director, UWEA 
Mr. Peter Justin O’Brien, Country Manager, EuroCape Ukraine, Member of EUEA Board 
Mr. Fredrik Svinhufvud, Vindkraft Ukraine 
Mr. Yuriy Zhabsky, DTEK WindPower 
Mr. Loic Lerminiaux, Chairman, Greenworx-Guris 
Mr. Francesco Bertolini, Senior Sales Manager, GE Energy Renewables Wind 
Mr. Andreas Thomas, Senior Vice President for Business Development, Vestas Central Europe 
 

 
 
The wind sector in Ukraine is maturing, even when compared to the most recent years. Major local 
and foreign investors are showing serious and long-lasting commitment to this renewables market. 
2011 boasted a number of milestone achievements. The first 3 MW wind turbines were successfully 
installed, a huge leap from the 10 kWh operational units used in the sectors’ early days. Two large-
scale wind parks were also commissioned, adding 65 MW of new capacity.  
 
The development of the sector is marked by promising opportunities. Wind energy companies finally 
started to benefit from the recently enacted Law on Green Tariff, one of the most attractive in 
Europe. Moreover, the EU produces wind turbines in excess of internal demand, a situation which 
forces manufacturers to focus on emerging markets, such as Ukraine and Russia, and formulate 
attractive offers. The large amount of capital expected to enter Ukraine could play a significant role 
in local development, job creation, and re-energizing regions. 
 
The future of sector depends, however, on the removal certain technical, regulatory and economic 
barriers: 
 

Mr. Fredrik Svinhufvud, Vindkraft Ukraine Dr. Yuri Kubrushko, Imepower Mr. Loic Lermineux, Greenworx-Guris 
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- Local content requirements: to qualify for the green tariff, a wind energy producer must use 
Ukrainian materials and services for at least 15% of project expenditures. While not an evil per se, 
this requirement is still a market restriction and means additional costs for producers. Local content 
requirements raise market entrance risks, especially for foreign companies devising a long-term 
strategy of engagement in the Ukrainian market. 
 
Many panelists agreed that requiring 15 percent local content is not an obstacle, 30 percent would 
be an acceptable limit and 50 percent would be restricting for business schemes. Moreover, local 
content of 50 and more percent would contradict WTO principles. Others dissented, stating that 15 
percent is the reasonable maximum calculated by many companies, and 30 percent is virtually 
impossible to meet. 
 
- Grid limitations.  The limited technical capacity of the grid to absorb large amounts of energy is a 
general problem for the Ukrainian energy sector. With output from wind turbines rapidly growing, 
grid connection becomes the main bottleneck for large projects.  Another issue is the voltage and 
frequency fluctuations associated with energy extracted from renewable sources. The low capacity 
and poor technical condition of some state-owned sub-stations and transmission lines force 
companies to invest in their modernization or even consider the extremely costly option of building 
their own sub-stations.    

 - Lack of certified wind measurement services. No private or state company in Ukraine has the 
capacity to provide international-grade wind measurement services. Meanwhile, detailed pre-project 
assessment and reliable reports are usually on the top of the list of investors’ requirements.  Also, 
wind measurement is a time-consuming procedure which greatly lengthens the project planning 
stage.   
 
- Land allocation procedures are complicated. State bodies responsible for land allotment are not 
easy to access and require a lot of time to process applications. A construction moratorium limits 
activities in many areas with high wind-energy potential (such as those in the vicinity of forest 
shelterbelts). 
 
- Problems with public accessibility of project documentation. Environmental Impact Assessments, 
a mandatory requirement of any major project, lack transparency and clear presentation. Project 
websites usually do not contain detailed assessment reports, presenting to the public only 

Mr. P.J. O’Brien, EuroCape Ukraine Mr Francesco Bertolini, GE REs Mr. Andreas Thomas, Vestas Central 
Europe 
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promotional videos. Environmentalists often oppose the projects because of the inaccessibility of 
complete data and the mere formality of public consultations. 
 
 
Recommendations: 
 

1. A transparent, economically sustainable local content percentage must be calculated based 
on consultations with businesses. Foreign companies must be given an opportunity to 
negotiate flexible entrance options with the government and sign ad-hoc memoranda 
regarding their activities. An incentive system introducing tariff bonuses for projects with 
higher local contents is another option. Developing these measures will require 
postponement of local content requirements for at least 2-3 years. 

2.  The state regulator must ensure that local and foreign companies enjoy equal market access 
opportunities.  
Ukraine’s wind energy production potential far exceeds the output volumes that a single 
monopolist company could effectively utilize. Foreign companies should act not only as 
suppliers of equipment, but seek flexible cooperation schemes with local partners and 
become long-time investors in the sector. 

3. A cost-recovery mechanism for modernization of state-owned transmission lines must be 
created. The State should at least partially compensate expenses that producers bear to 
connect to the grid. Wind energy companies, on their side, must embrace the concept of 
building grid-friendly wind power plant capable of adapting to deficiencies of Ukraine’s grid 
system.  

 
 
 
 

 

EUEA has recently launched a wind-energy Working Group, engaging developers who work 
on wind energy projects to produce a Position Paper with recommendations. Developers 
will attempt to unite their efforts in articulating their positions and needs to both public and 
state officials.  
 
Read more about Position Paper on  
http://www.euea-
energyagency.org/userfiles/file/2012%2010%2010%20Position%20Paper%20EUEA_Wind_E
NG%20PUBLISHED.pdf 
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Panel 4: Energy culture and Ukraine – tipping the balance between EE & RE 
 
Moderator: H.E. Wolf Dietrich Heim, Ambassador Extraordinary and Plenipotentiary of the 

Republic of Austria in Ukraine 
 
Panelists: 
Mr. Anatoliy Blyznyuk, Minister of Regional Development, Construction, and Housing and Communal 
Services of Ukraine 
Mr. Slavtcho Neykov, Director, the Energy Community Secretariat 
Mr. Artis Kampars, Secretary General, Unity Party of the Republic of Latvia, Minister of Economy of 
the Republic of Latvia 2009-2011 
Mr. Peter Hobson, Senior Banker, Energy Efficiency and Climate Change, EBRD 
 

Central to changing the relationship 
people have with energy is the 
development of a strong energy culture. 
What this looks like and how it should 
be developed is a very complex topic. 
Prescriptive measures such as letting 
market-based solutions and natural 
pricing instill a sense of urgency into the 
population are unlikely to become 
policy in Ukraine due to the volatile 
political climate – and yet, changes are 
imperative. 
 
With an overall budget of 34 billion 

Euros, or the equivalent of Gazprom’s 2011 profits, Ukraine has little funds to invest in energy 
efficiency yet at the same time spends more than UAH 100 Bln annually on gas.  Local governments 
operate on tightly restricted budgets with little or no excess funds for energy efficiency yet with the 
biggest potential for creating energy savings. 
 
The formation of a new energy culture in Ukraine must rely on a multi-pronged campaign to change  
the “sovietized” mentality of energy consumers. This includes the complete “de-sovietization” of all 
sectors of society. The housing sector is a good example of this 
incomplete “de-sovietization”. Individual residents possess 
private property rights over their apartment, and yet the 
building itself is not legally a private entity. Without this status, 
residents cannot form housing associations, fundamental 
entities for making building-wide improvements and qualifying 
for major loans. 
 
A Raise in energy tariffs, however unpopular, is an important 
first step in creating motivation for energy efficiency. An 
increased price isn’t the real solution, but rather it the market 
development that must accompany the change in tariff. Higher 
prices do not directly lead to great improvements in EE. People 
must have access to technology and methods to mitigate 
increased energy costs. Housing associations are one solution 
that enables people to change their energy culture. 
 

Mr. Anatoliy Blyznyuk, Minister of 
Regional Development, Construction, and 
Housing and Communal Services of Ukraine 
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There are also sound 
financial schemes for helping 
consumers to change their 
attitudes regarding energy.  
 
In Latvia, for example, 
people must pay a 140 Euro 
fee for residing in a home 
that does not meet energy 
efficiency (EE) requirements.  
 
Such schemes require, 
however, a legal basis for 
energy audits and energy 
performance contracting 
legislation.EE is a very 
complex issue and cannot be 
solved with one single policy 
or scheme, but only with a 
comprehensive package of policies designed to make deep and systemic changes.  
 
 
Recommendations: 
 

1. When there is no case of monopoly, consumers should be relegated more responsibility and 
rights on deciding from whom they acquire and how they use energy. At the same time, 
natural monopolies need to be regulated and finally weakened to allow competition in 
energy serves. 

2. The budget laws must be changed to aid local authorities in implementing EE projects. If they 
achieve savings through these projects, local governments should not have these savings 
deducted from their next year’s total budget. Instead they should retain their original full 
budgets which will allow them to reinvest in additional energy savings plans and projects. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Mr. Artis Kampars, Secretary General, 
Unity Party of the Republic of Latvia 

H.E. Wolf Dietrich Heim,  
Ambassador of the Republic of Austria 
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Panel 5: Civil society and the energy sector – achieving positive change 
 
Moderator: Mr. Slavtcho Neykov, Director, Energy Community Secretariat 
 
Panelists: 
Mr. Valeriy Kalchenko, Member of the National commission for regulating market of communal 
services 
Mr. Oleksandr Mazurchak, First Deputy Head, Kyiv City State Administration 
Ms. Elena Rybak, Director, European-Ukrainian Energy Agency 
Ms. Larysa Gubina, Manager, “Energonaglyad” programme, Channel 5 
Mr. Anatoliy Kopets, Team Leader, COMO-East, the Covenant of Mayors 
 
The panel discussion centered on state-business-consumer relationships or, more accurately, the 
missing engagement between the three.  

Regulator: the regulator is tasked 
with balancing costs paid to 
suppliers and costs paid by 
consumers. In 2011, the National 
commission for regulating market of 
communal services of Ukraine was 
established as the regulator of water 
supply and sewage, and heating 
production, transmission and supply. 
NERC remains the regulator for 
electricity and gas.  
 
As a member of the Energy 
Community Treaty, Ukraine is 
required to install an independent 

regulator who does not fall under the authority of the President or Prime Minister. Ukraine’s 
regulator is dependent on appointment by the President. If the current regulator is indeed 
independent, then theoretically the current tariff pricing structure could be revised to be 
economically feasible as the regulator is not legally prohibited from implementing such practices.  
 
Much debate arose, however, over which parties are responsible for initiating a change in tariff 
policy and considerable divergence remains in views on the role of government, businesses and 
consumers. It was suggested that it is the responsibility of companies to request the implementation 
of an economically feasible tariff regime. Yet, because of the distorted subsidy system, companies 
benefit from the current tariff structure. In this case, awareness-raising among owners of entities 
that perform in the sphere of district heating may lead to a desire to implement an economically-
viable system. The government can communicate to owners how changes in the tariff system and 
reduction in energy consumption can benefit them.  The lack of desire for change is obvious. Of the 
268 applications for district heating submitted in 2011, over 90 percent did not apply for a tariff 
setting that would be more economically substantiated. 
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Mr. Valeriy Kalchenko, Member of 
the National Commission for Regulating 
Market of Communal Services 

Ms. Elena Rybak, EUEA 

Whenever an economically-viable tariff system is finally implemented, consumers will need to 
contend with greatly increased energy prices. Of particular concern is the threat of fuel poverty 
which is defined as when more than 10 percent of household income is devoted to maintaining 
adequate heating. The regulator estimates approximately 65 percent of households to be in fuel 
poverty under the current tariff level which would invariably increase to 100 percent if natural gas is 
set at full price recovery.  
 

The effects of rising fuel costs can, however, be greatly mitigated. 
Household bills can be decreased by up to 70 percent by installing 
heat meters, operating individual heat substations at the building 
level, and implementing energy efficiency measures. These 
programs would need to be aggressively pursued while at the same 
time bringing tariffs for district heating to an economically 
substantiated price (an increase of 37 percent).  
 
There is also the critical need to educate consumers as to not only 
the need to save energy but the 
reasons behind increasing tariffs. 
Administrative reform has yet to 
result in clear lines of 
communication between businesses 
and the state and, consequently, 
between businesses and consumers 
in regards to modifying the tariff 

system. To the average person, the request to increase tariffs is more 
likely to be understood as international pressure and not as a 
necessity for Ukraine’s economic stability and future prosperity. In 
the last three years, mass media has been more involved in 
illuminating and addressing energy problems and solutions, 
especially regarding energy efficiency. In general, civil society and the 
media are not playing as strong a role as they should be. In Germany, 
for example, the NGO sector is the driver for reform, communicating 
the problems to the mass media for delivery to the general populace.   
Because they are closer to the people, local authorities shoulder the greater responsibility of 
educating the public and implementing energy savings plans. As cities consume approximately 78 

Ms.Larysa Gubina, Channel 5 
 

Mr. Anatoliy Kopets, Team Leader, 
COMO-East, the Covenant of Mayors 

Mr. Oleksandr Mazurchak, First Deputy 
Head, Kyiv City State Administration 
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percent of all energy resources, municipal governments are optimally positioned to augment State 
government activities. Yet most municipalities do not have energy management plans or policies.  
 
Recommendations: 

 
1. To ensure independence and ability to act, the regulator must be assigned clear job 

descriptions, be allowed the freedom and power to implement its responsibilities as 
established in a law on the status of the regulator, and be provided separate financing to 
guarantee independence.   

2. Municipal authorities need to receive training in energy management, writing and 
implementing energy plans, and strengthening consumer buy-in and education programs. 

3. The State and local authorities can quickly and at no or low cost demonstrate their 
commitment to raising public awareness by participating in media programs on television 
and radio. The government can popularize or at least make palatable changes in the tariff 
system while also discussing ways they and the public can mitigate fuel poverty.  

 

“Energonaglyad” TV program, Channel 5 
A successful, highly-rated program, “Energonaglyad” has been on the air for one year, 
promoting the energy well-being of the country at large and for each household. Topics 
include transparent tariffs, energy savings, and explanations about energy consumption. The 
audience – 25 years and older – reflects youth interested mostly in energy savings and 
achieving European standards of energy consumption. According to surveys, the audience 
seems to understand the reasons for increasing tariffs and desires to learn ways to save 
money by modifying habits. The producers find, however, that it is extremely difficult to 
gain access to officials and regulators for information or interviews, a situation which 
further alienates the government from the people. 

 

Kyiv and Komsomolsk Incentive Programs 
Both cities initiated incentives to encourage timely payment for services. If residents pay for 
services by the 20th of the month, the apartment building receives a 10 percent discount in 
total and 20 percent discount for the individual. After a year in operation, 70 percent of 
residents comply in making timely payments thus receiving discounts. This program 
demonstrates the positive effects of incentive programs for changing end-user behavior. 

Covenant of Mayors 
Through this EU initiative, twenty-five Ukrainian cities are implementing European policies 
to increase energy efficiency and the use of renewables and to reduce CO2 emissions by at 
least 20 percent by 2020. Lviv, for example, is now on track to reduce energy consumption 
to zero growth from all sources by 2017. Local authorities gain the capacities to introduce 
and sustain energy management through a collective, decentralized approach.  
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Closing notes: 

The European-Ukrainian Energy Agency would like to thank all those that have participated in the 
organization of this successful event. 

A special thank you goes to Organizers Team, who’s organizational and coordination efforts have 
proved yet again outstanding in putting together program, moderators and panelist in order to match 
the needs and expectations of participants. 

We would like to thank all moderators who have done a tremendous job in keeping the discussions 
focused on the topics and for effectively managing time and panelists. 

Finally, and certainly not least, thank you to all those who participated to our event and made it, once 
more, the reference Energy Efficiency and Renewable Sources event of the year.  

We certainly hope you enjoyed the organization, the discussions and, most of all, that you feel your 
time was well invested. 

We are looking forward to seeing you again next year at our 4th European-Ukrainian Energy Day. 

Thank you, 

 

The European-Ukrainian Energy Agency 

 

 

Join us next year for the 4th European-Ukrainian Energy Day! 

For additional information, pictures and conference documents: 

3rd European-Ukrainian Energy Day 
http://euea-energyagency.org/show_news.php?id=571&lang=en 
 
To provide feedback: 
http://ch.kiev.ua/en/11764/11773.html 
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