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15th of July 2022 

 

 

 

            Acting Director of SE Guaranteed Buyer 

A.O. Pylypenko 

Regarding the new model of support  

for producers of electricity from renewable sources 

 

 

Dear Andrii Oleksandrovych! 

 

On behalf of industry associations of the renewable energy sector of Ukraine: European-
Ukrainian Energy Agency (EUEA), Ukrainian Wind Energy Association (UWEA), Ukrainian Association 
of Renewable Energy (UARE), and the Solar Energy Association of Ukraine (ASEU), together uniting 
more than 90% of the renewable energy market of Ukraine, represented by the international and 
national Ukrainian investors who have invested in the renewable energy sector in Ukraine to build 
power plants generating energy from renewable energy sources (the “RES”) using sun, wind, biomass, 
and other sources of energy, we express our sincere respect and address you with the following. 

According to the mass media, comments of SE “Guaranteed Buyer” posted on the company's 
official website (https://www.gpee.com.ua/news_item/1033), and the Telegram channels, the 
SE Guaranteed Buyer elaborates a new model of support for the RES producers. According to the 

comments of SE Guaranteed Buyer, the draft version of the presentation materials that were prepared 
and are an internal document of SE Guaranteed Buyer became publicly available (in an unknown way) 
through the mass media. 

With the deep concern we state that SE Guaranteed Buyer does not consider it appropriate to 
involve either RES electricity producers or representatives of ad-hoc RES industry associations, or 
private investors and financial institutions that provided financing for construction projects of RES 
power plants in Ukraine to the process of discussion of possible options and elaboration of documents 
related to the RES sector support system and its potential changes. 

Given the absence of any additional clarifying and/or supporting materials drafted by 
SE Guaranteed Buyer, we had the opportunity to review only the presentation materials published by 
the mass media. Based on the results of a quick overview of the presentation, we would like to submit 
the following preliminary comments. 

1. In fact, the proposed new RES support mechanism is a variant of the feed-in premium 
mechanism, as it provides for the purchase of RES electricity at the price of DAM+10%, with the 
additional obligation for the RES producer to enter the balancing group (the “BG”) of the 
Guaranteed Buyer and introduction of new rules of such BG operation. Introduction of a new 
mechanism will cancel the current system of support for the production of electricity from 
RES based on feed-in tariff. 

2. Any forced revision of incentive measures leads to a negative result, as represented by slide 
No.6 outlining the European experience of such a revision resulting in the arbitration claims 
with already awarded significant compensation to investors or with ongoing litigations. 

Forced change of the RES support system will result in violation of the state guarantees 

regarding the support for RES producers, in particular, the guarantees provided by the state 

within the framework of the Memorandum of Understanding for the Resolution of 

https://www.gpee.com.ua/news_item/1033
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Problematic Issues in the Renewable Energy Industry of Ukraine as of June 2020 (as part of 

mediation process with the participation of the Energy Community Secretariat) and 

guarantees enshrined by the Law of Ukraine No. 810.  

Moreover, such changes will have a negative impact on the image of Ukraine in the 

process of further preparation for Ukraine's membership in the EU, in particular, given the 

principles of the country's economic development and the need to attract significant 

investments declared by the top leaders of Ukraine during the conference in Lugano. 

3. Introduction of the new support mechanism envisages the 1.5% credit rate for the amount of 

80% of the project cost based on 600 EUR/kW plant capacity. At 100% approval by 

investors, lending is estimated at EUR 3.7 billion. In this context, the following questions 

arise: 

a. Which financial institution is ready to finance such projects in Ukraine at 1.5% in the 

amount of >EUR 3.7 billion under current conditions? 

b. If the calculations are taken based on the project cost of 600 EUR/kW, then this can 

(hardly) apply only to individual SPP projects built during a certain period of time 

when equipment prices reached their minimum. Capital costs of the major part of the 

SPP projects built in different years were at the level of 800-1000-1200 EUR/kW (or 

even more). In addition, the capital costs for the construction of all WPPs significantly 

exceed the specified indicator and are at the level of 1,300-2,000 EUR/kW. 

Therefore, amount of EUR 3.7 billion to be offered to investors as additional soft-term 

financing is significantly underestimated. 

4. The new mechanism does not solve the issue of the Guaranteed Buyer's shortage of 

funds to be covered at the expense of other sources. According to the calculations in the 

presentation, the new mechanism needs ~ UAH 15 billion which shall be covered from the 

sources other than the sale of electricity on the market vs. the expected UAH 25 billion under 

the current scheme using the transmission tariff.  

Slide No.19 lists sources that can cover the deficit under the new mechanism, totaling more 

than UAH 40 billion. In this case, the question arises why these sources cannot be allocated 

to support the current mechanism and thereby reduce the burden on the TSO tariff. 

Certain assumptions require additional justification and confirmation of their feasibility. 

In particular, it concerns the use of budget funds in form of revenues received from 

environmental tax as well as electricity excise duty, given that neither Government nor the 

Parliament of Ukraine has supported such ideas earlier. 

Revision is also required concerning the use of the TSO tariff as a source of covering the 

deficit with simultaneous application of payments by non-household consumers to cover 

such a deficit (it will lead to a double burden on non-household consumers). 

Certain questions arise: what is the planned way of allocating the loan interests (UAH 2.09 

billion) to repay the deficit of the Guaranteed Buyer and what is the mechanism for the 

Guaranteed Buyer to allocate the profit of electricity exporters under the conditions of a 

separate procedure for retention of the profit of exporters in order to prevent from growth of 

electricity prices for the population, the validity of assessment of such a source 

(UAH 11.4 billion), as well as the agreement of such a mechanism with the EU. Then the 

assessment of revenues from guarantees of origin shall be validated, taking into account the 

current state of development of this system in Ukraine and the demand for guarantees of 

origin in the European countries. 

5. Under the current scheme, the share of imbalances compensated by RES producers to the 

Guaranteed Buyer amounted to 35.5% of marketable products in May 2022, while the share 

of imbalances under the new mechanism will be only 1.6% of marketable products. In this 

case, the calculation of 1.6% is not completely clear. 
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If we consider the current level of compensation by RES producers of imbalances (which is 

estimated at 35.5% of marketable products or UAH 1.053 billion), then this level does not 

reflect the result of the operation of the balancing group of the Guaranteed Buyer (“net” 

imbalance - UAH 0.014 billion), but consists of many factors other than the forecasting errors 

of the RES producers. That is, the current level of payments for imbalances compensated by 

the RES producers is significantly influenced by other parties, in particular, the Guaranteed 

Buyer and the TSO, as well as other factors. However, the RES producers bear not only 

the financial responsibility for the imbalances created by them, but also the 

responsibility for the actions of other market participants. Therefore, this approach 

should be also altered within the current mechanism in order to reduce the imbalances (to be 

paid by the RES producers) to a reasonable level. We believe that the Regulator shall 

recognize as a priority the relevant changes regarding the compensation share of the 

imbalance settlement cost paid by the RES producers in favor of the Guaranteed Buyer and 

shall implement them as soon as possible.  

6. Use of DAM prices within the proposed mechanism makes the project unpredictable for 

investors given the fact that market prices can be both high (current price level in Europe, 

prices in Ukraine in the second half of 2021) and low (prices in Ukraine in the first half of 

2021). At the same time, the significant influence of the Regulator on prices during the 

operation of the new market can significantly limit the investor's profitability potential if the 

sale price of RES electricity is linked to the market prices. On the other hand, the feed-in 

tariff is a more convenient tool for the investor as it allows more accurate forecasting of the 

flows and repayment of existing credit obligations. 

In addition, questions arise regarding the validity of the price assumptions used in the 

presentation, in particular, regarding: 

• weighted average selling price of RES electricity in 2022 (1,900 UAH/MWh, slide 

No.15); 

• use of weighted average feed-in tariffs in April 2022 for evaluation of the whole 2022 

(slide No.15, slide No.16); 

• size of the premium in relation to the DAM price (10%), which will determine the 

weighted average prices for SPP and WPP under the new RES support model in 

2022 equal to UAH 2,910/MWh and UAH 2,446/MWh, respectively (slide No.16). 

Calculations are made using data of April 2022, which is highly profitable (including 

the DAM segment) and in which the DAM price did not exceed the minimum price 

limits (1,378.97 UAH/MWh in off-peak hours and 2,646.25 UAH/MWh in peak hours); 

the price of RES electricity sold by the Guaranteed Buyer under bilateral contracts 

with the delivery period in April 2022 was 2,236.10 UAH/MWh (according to the 

Ukrainian Energy Exchange). Accordingly, the Guaranteed Buyer will unlikely secure 

100% of settlements with RES producers at the price of DAM+10% at cost of the 

effective performance of the balancing group and will need attraction of other 

financing sources (see item 4 above).  

7. Despite efforts to add some incentive elements for investors (reduced-rate lending, reduction 

of imbalances), implementation of the proposed approach will be considered by investors 

and financial institutions as a material retrospective change in the laws, which will lead 

to a series of defaults by credit agreements and bankruptcy of RES electricity 

producers. In addition, the new proposed mechanism is not deficit-free, which may result in 

the issues similar to those faced under the current mechanism. 

Under such conditions, the state bodies can offer only a voluntary option (upon discretion 

of the investor) to switch to a new mechanism after the investor has assessed all aspects of 

the proposal and the relevant risks. 
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8. In addition, there is an issue concerning expertise of the authors of the proposed changes (as 
for the legislative basis of the RES incentive system in Ukraine), taking into account their 
statement that “from 2020, the FIT is not set for the facilities with a capacity exceeding 1 MW” 
(slide No.12), which is not correct. 

 

Considering the above, we hope that SE Guaranteed Buyer will not submit to the state bodies of 
Ukraine any schemes or mechanisms leading to retrospective changes to the support system of the 
renewable energy sector, violation of the rights of investors, and breach of guarantees provided by the 
state. 

We seek for your understanding of the importance of maintaining trust between the state and 
private investors and the timely involvement of all concerned parties, in particular, 
representatives of ad-hoc RES associations and market participants to the discussion of any 
initiatives concerning current or future support schemes. In addition, we will be grateful for the 
timely involvement of market participants in the discussion of ways to increase payments for 
“green” generation mentioned in the official position of the Guaranteed Buyer published this 
week. 

 

 

We remain at your disposal for further discussion. 

 

Sincerely, 

 

A.Ye. Konechenkov, Chairman of the UWEA Board 

 

 

 

[signed] 

D.I. Prinus, acting Director of EUEA 

 

[signed] 

 

O.Yu. Kozakevych, Head of UARE 

 

I.S. Skazko, Head for Development of ASEU 

 

 

[signed] 
 

 
 
[signed] 

 

 

Contact details of the Associations:  

Ukrainian Wind Energy Association (UWEA):  
Address: Business Center Lavrskyi: 20 Lavrska Str., c. Kyiv, 01601 Ukraine  
Tel.: +38 050 223 29 96 
e-mail: info@uwea.com.ua, 
www.uwea.com.ua  
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European-Ukrainian Energy Agency (EUEA):  
Address: 3 Dorogozhytska Street, UNIT City, building B9, office 5, c. Kyiv, Ukraine, 04112  
Tel.: +38 095 607 78 57 
e-mail: office@euea-energyagency.org 
www.euea-energyagency.org  

 
Ukrainian Association of Renewable Energy (UARE)  
Address: 01601, c. Kyiv, 3 Mechnykova Str., office 810  
Tel. +38 044 379 12 95 
e-mail: info@uare.com.ua 
www.uare.com.ua  

 

Solar Energy Association of Ukraine (ASEU) 
Address: c. Kyiv, 19/4 Oleksandr Pyrogivskyi Str. 
Tel.: +38 098 680 07 80 
e-mail: office@aseu.org.ua 
www.aseu.org.ua 

mailto:office@aseu.org.ua
http://www.aseu.org.ua/

