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EQ 5 on Trade and Foreign Direct Investments

To what extent has the Commission co-operation contributed to sttengthening economic links

between Ukraine and the EU through the development of trade and of direct investments?

Judgement criteria and indicators

During the evaluation period, the Commission actively supported trade-related reforms through

the main following interventions:

e Application of a foreign trade regime — Standards, Technical regulations and conformity
assessment — August 2003 to September 2006 - €1.4 million

e Application of a foreign trade regime — Establishing a framework for the protection of
intellectual property rights — December 2003 to November 2006 - €0.6 million

e Establishment of an agricultural standards certification and control mechanism in line with
WTO-SPS requirements — March 2005 to December 2006 - €1.4 million

e Strengthening of Standardisation, Market Surveillance, Metrology and Legal Metrology,

Inventory Conformity Assessment and Consumers Policy in Ukraine (Twinning project) — September
2007 to March 2010 - €1.4 million

e Support to the Development of Business Capacity of Ukrainian SMEs, International
Dimension — September 2007 to August 2009 - €2.1 million

e Strengthening activities of the National Accreditation Agency of Ukraine (Twinning) —
February 2008 to May 2010 - €1.4 million

e Implementation of Ukraine’s commitments under WTO and ENP frameworks in the rural
sector (Sector Wide Approach) — October 2008 to December 2011 - €4.7 million

A budget support programme (€39 million) aimed at supporting the removal of barriers to trade

has been launched in 2009.

JC 5.1 — The Commission’s co-operation supported the adoption of a legal and regulatory framework conducive
to the development of trade and of foreign investments

Preliminary findings related to the JC based on the findings of the Indicators

= ]5.1.1 - Development of trade-friendly national policy and legislation

Since 2001, Ukraine has made progress in implementation of the trade-related PCA

ENP commitments. However, a number of contentious issues remain, for example in the field of
Progtress automobiles, and export duties on scrap metal. More generally, the EU is concerned about
Report, frequent changes in regulations affecting foreign trade, lack of transparency, discrimination, and
2004 corruption. These points were covered in detail in the joint report on PCA implementation

endorsed by the Co-operation Council in March 2003.

Ukraine has concluded trade and economic MFN agreements with a number of non-EU,
countries notably some of the countries covered by the European Neighbourhood Policy.
Ukraine has concluded Free Trade Agreements with all of the CIS except Tajikistan.

Eipre In September 2003, the presidents of Ukraine, Russia, Kazakhstan and Belarus signed an
Re go rtss agreement on the creation of a Single Economic Space (SES). This agreement foresees the
20 (I)D 4 i creation of a free trade area and, eventually, a customs union, in addition to the coordination of

the signatories’ energy policies and the stabilisation of their currency exchange rates. The
implementation of this agreement remains an open and controversial issue in Ukraine. It was
ratified by the Ukrainian parliament in April 2004.
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Overall, Ukraine’s statutory trade regime at the moment (2004) is quite liberal compared
with both the EU and transition economies in CEE (before they joined the EU), but it is not the

WorlFl Bank most liberal. Starting from 1999, the Ukrainian Government (GOU) has intensified its efforts to

Ukraine . . . iy . . :

Trade liberalize foreign trade and expand opportunities for integration with world markets. However,

, the trade regime’s real picture is much less favourable. The real barriers for trade remain

Policy . . - . .
considerable and they relate to the behind the border administrative regulations and enforcement

Study, 2004 . . . . .
mechanisms, which are not reflected in the standard measures of protection such as import
tariffs.
There has been a steady trend toward trade liberalization in terms of reduction of average tariff
and non-tariff barriers (NTB) since the peak of protection attained around 1999. Ukraine’s
import tariff levels are mild on average, and they appear to be in line with comparator countries,
albeit with a few tariff peaks. The import-weighted average tariff amounted to about 5 percent in
2002. This includes predominantly tariff free imports from the CIS that account for about a half
of the total merchandise imports.
At the same time, about 5.6 percent of positions in the tariff schedule have tariffs above

World Bank | »5 percent. Collections of import tariffs make only three percent of the total government tax

Ukraine reven

ues.
Trade However, the Ukrainian tariff schedule has three important drawbacks:
Poli p
olicy

Study, 2004

e Agriculture seems to be excessively protected. Average tariff equivalents for agricultural
goods were much higher than non-agricultural tariffs (31.4 versus 2.7 percent in 2002).

e Tariff escalation, which increases protection of domestic producers of finished products over
statutory import tariffs, is significant. Within the same manufacturing sector tariff differences
between industrial inputs and finished goods amount to 3-8 times.

e The tariff schedule is overly complex, which encourages both commodity misclassification

and corruption. The number of different tariff rates went up from seven in 1993 to 50 in
2003.

Wortld Bank | The number of non-tariff measures faced by imports into Ukraine has significantly increased
Ukraine since the mid-90s. Nevertheless, compared to OECD countries, Ukraine seems to be quite liberal
Trade in terms of low index for official non-tariff core protection.
Policy Available business surveys point to serious implementation problems of NTBs (e.g., in the area of
Study, 2004 | certification) that raise effective trade barriers and sours the business climate.
ENP Since 20006, Ukraine has taken measures to restrict export of grains several times, including a de
Progress facto export ban at the end of 2006 and in June 2007. This created unpredictability and distuption
Report, in the functioning of the market. More generally, the use of export restrictions as a means to
2007 control prices on the domestic market remains of concern.
There are still concerns regarding the transparency of the domestic market of grain. Since
ENP October 2006 Ukraine has been applying a regime of export quotas on grain. In May 2008 the
Progress government abolished export quotas for wheat, barley and rye and cancelled licensing for the
Report, export of maize. Also in May, the President suspended by dectee the government resolutions on
2008 the Establishment of Quotas for Sunflower Oil and Seeds Export and on the order governing
licenses issuance.
For more than a decade the procedure of refunding export VAT suffered numerous malfunctions
which have affected major international companies operating in Ukraine. Enormous delays in
refunds have forced businessmen to slow down implementation of their investment plans and
EBA. 2008 take back loans from banks to avoid suffering damage.
’ As a result, motivation for enhancing domestic production in strategic industries like agriculture
and oil refining significantly decline, while volumes of import grow,, thus ruining competition.
We believe that it is not the legislation but rather implementation of current laws is the matter of
primary concern.
Final Report December 2010 Annex 8/Page 139
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In 2008 the Government only partially ensured VAT refunds to exporters. The Resolution of the
CMU of 6 August 2008 No. 1082-r outlines a rapid procedure of VAT refunds to grain exporters.
The State Tax Administration of Ukraine (STA of Ukraine) developed a scheme of VAT refund
to grain traders — grain exporters, which purchased grain directly from agricultural producers at

Blue the commodity exchange prices not lower than the defined minimum state purchased prices.
Ribbon As of 1 January 2009 the state debt on unrecovered VAT refund equalled 3 billion UAH (as of 1
Analytical | January 2008 the sum was 4.1 billion UAH). Outstanding of the state debt before exporters of
and grain makes about 1 bln UAH. Debt on VAT refund before enterprises of mining and

Advisory metallurgical industries made 797.5 million UAH as of 1 January 2009.20 The STA of Ukraine

Centre, links the arrears with the cancellation of the payment by drafts and increase in export.

2009 In the framework of the Anti-Crisis Order No. 965/2008 of October 2421 the President of
Ukraine commissioned the government to ensure within a month timeframe the refund from the
budget of the amount demanded by VAT payers, confirmed by the check-ups and the availability
of the returned within a 60-days timeframe foreign currency receipts from export of commodities
and services.

Blue

Ribbon . . . . .

Analvtical Prev1ou§ trade agreements with CIS countries focused on free trade regime w1thc?ut any

Y
and exemptions. The Ukralman government has already agr.eed on can.celhng exemptions from the
Advi free trade regime with Moldova (as of the date of Ukraine’s accession to WTO), Belarus (2007)
visory o
and Russia (since 2009).

Centre,

2009
Ukraine is losing its foreign trade advantage due to complex legal procedures to fulfil
administrative requirements (time for export - 31 days, time for import - 39 days), which

Bl deteriorates the quality of customs servicing and commodities flow capacity. In 2007 the

ue . .
Ribbon procedure was longe_r for both (33 .days for export and 46 days for 1rpport). As a point of
Analvtical reference, Poland’s time to export is equal to 19 days and to import is 26 days.

nalytica Anoth lex issue is the inferiority of the legal and regulatory base which understates the

and nother comp s . y g g y

Advisory actual value of commoFlltles for import and export. .

Centre The draft Law of Ukraine “On Amending of Certain Legal Acts of Ukraine to Conduct

2009 ’ Preliminary Documentary Control at the Check Points at the Customs Border” was further
developed to speed up the customs procedure processes by simplifying cargo transfers at border
check points as well as standardize and simplify border crossing documentation related to
compliance with the international law and practices of joint control.

Blue

Ribbon Shortly after WTO accession the EU cancelled quotas on the import of steel products in EU

Analytical from Ukraine determined by an agreement between the Government of Ukraine and the

and European Community on trade of certain steel products. On its side Ukraine abolished licensing

Advisory the export of Ukrainian metal products to the EU (for which the quotas were established in the

Centre, Resolution of the Cabinet of Ministers of 04 June 2008 No. 529).

2009
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At the time of WTO accession Ukraine committed to gradually decrease the approved schedule
of export duties on sunflower seeds, live cattle, animal hides, and on ferrous scrap and non-
ferrous scrap, preserving the right to apply export duties in the future. In order to fulfill these

B}ue commitments the rates of export duty on flax seeds, sunflower seeds were decreased to 14% of
Ribbon . .
Analvtical the customs value in 2008. Moreover, the rate of export duty on the seeds of the above crops will
and ¥ decrease annually by 1% until the duty is 10 %. Export duties on live cattle and animal skin have
. begun to decrease as of 1 January 2009.
Advisory . , .
Centre Export duties for waste and scrap of ferrous metals will decrease to comply with the Laws of
’ Ukraine No. 400-V of 30 November 2006 and No. 1105-V of 31 May 2007. Export duties for
2009 S . .
scrap of ferrous and non-ferrous metals and semi-finished products manufactures with their use
will also decrease to comply with the Laws of Ukraine No. 441-V of 13 December 2006 and No.
1106-V of 31 May 2007.
Since the launch of negotiations on the DCFTA in February 2008, eight negotiating
rounds have been conducted. The most recent round of FTA negotiations was held in
Brussels on 5-9 October 2009. Negotiations took place on a large range of issues
(tariffs, investment/setvices, and rules such as intellectual propetty rights, sanitary and
phytosanitary standards, and technical barriers to trade). Some chapters, such as customs and
trade facilitation and intellectual property rights, are close to provisional completion (the chapter
on rules of origin has already been finalised). Discussions on regulatory approximation, for
EC instance concerning sanitary and phytosanitary standards, or technical barriers to trade, will be

covered intensively in the next few months. The next round of negotiations (9th round) will take
place on 7-11 December 2009 in Kyiv.

Further substantial efforts will be needed to complete negotiations in this complex area. In
further negotiations on the DCFTA part, both sides will be guided by the fact that the
establishment of a deep and comprehensive Free Trade Area between the EU and Ukraine will
lead to gradual and ever deeper integration of Ukraine with the internal market, in parallel with
the implementation of relevant elements of the acquis communantaire.

* 15.1.2 - Implementation by Ukraine of its commitments towards WTO

Ukraine formally became a member of the WTO in May 2008. Along with the Accession
Protocol, Ukraine committed to pass 10 WTO-related pieces of legislation, of which only six were
adopted in the reporting period.

The law setting up the necessary mechanisms for the harmonisation of import duties rates

ENP according to the “Schedule of Tariff Obligations of Ukraine to the WTO” was not adopted
Progress during the reporting period. In fact, from the legal point of view, Ukraine is yet to comply with its
Report, WTO obligations as regards import duties implementation as the only legal ground for the
2008 application of WTO-bound tariffs in Ukraine in force in 2008 was the Interim Government
Instruction to the Customs Service issued in May 2008. Particular attention will have to be paid to
this issue, also considering that the possibility to raise import duties for some products in order to
improve the country’s worsening external trade balance in the context of the financial crisis was
evoked both by the Government and Parliament Members.
Regarding Ukraine’s participation in the multilateral trade framework, Ukraine has been strongly
Joint engaged to promote its accession process to the WTO. For example, various law packages
evaluation | DEcessaty to fulfil Ukraine’s bilateral and multilateral WTO commitments were approved. This
report EU- work led to the finalisation of the accession process in February 2008, with the adoption of the
Ukrai WTO Working Party Report by the WTO General Council on 5 February. After ratification,
aine , , . , . . , .
Action Ukraine will focgs on the faithful implementation of multilateral commitments. The adoption of
Plan, 2008 the WTO Working Party Report opened the door for the start of negotiations on 18 February on

the deep and comprehensive Free Trade Area to form a core element of the New Enhanced
Agreement.
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The CMU Implementing Order No. 1570-p of 17 December 2008 approved the Plan of priority
measures to meet Ukraine’s commitments within the WO membership framework. 1t specifies tasks for
ministries and agencies within their functional responsibilities, e.g. preparation and submission of
a considerable list of notifications to the WTO Secretariat; the country’s accession to the

gﬁion Agreement on Government Procurement and to the Agreement on Trade in Civil Aircraft;
Analytical preparation of informgtion for the \X/TO.Integrated Database. This part is being s-uccessfully.
and perf(?rmed. As to drafting lgws and bringing regulaFory legal acts of c§ntral executive authorities,
Advisory specified by the Implementmg Order No. 1570—p, into conformity with the country’s WTO
Centre memb.ershlp commitments, there has been certain progress, but thf.: requirement on mandatog
2009 ’ compliance with state and other standards has not been cancelled till now. This requires drafting
of amendments to the Law of Ukraine on Standardisation, to the Law of Ukraine on Protection
of Consumer Rights, and to the Law of Ukraine on Amending the Cabinet of Ministers Decree
on Standardisation and Certification No. 46-93 of 10 May 1993, development of which is
assigned to the State Committee of Ukraine for Technical Regulation and Consumer Policy.
From 2005-2008 55 Laws of Ukraine and several resolutions of the Cabinet of Ministers of
Ukraine were adopted to comply with WTO rules. By the end of 2008 only a few draft laws
remained to fulfill accession obligations. The outstanding draft Laws are: No. 3322 of 28 October
2008 “On Amending the Article 1 of the Law of Ukraine “On Safety and Quality of Food
Products” as regards refinement of the term “standard” in compliance with Annex 1 “Terms and
Definitions” of the WTO Agreement on Technical Barriers to Trade; No. 2297 of 31.03.2008
“On Amendment of the Law of Ukraine “On Fish, Other Living Aquatic Resources and food
made of them”; No. 3301 of 20 October 08 “On Amending the Article 1 of the Law of Ukraine
Bl “On Establishing a Tariff Quota on Importing Raw Cane Sugar into Ukraine”.
Rillile)on Immediately.after official accession to thC. WTO Ukraine had to comply with the import duty 4
Analytical rates determined by the schedule of Ukraine’s tariff commitments and amend the Law of Ukraine
and “On Customs Tariff”. The draft Law for such amendments, developed by the Government (No.
Adviso 2351), was rejected by the VRU. Instead, on 3 June 2008 the VRU adopted a draft Law No. 2351-
Centre t 1, prepared by the members of Patliament; however the President of Ukraine vetoed this Law
2009 ’ because the import duties’ rates for particular goods did not comply with agreements outlined in

Ukraine's accession to the WTO. Provisional import duties that do not exceed rates provided by
the international agreement on Ukraine's accession to the WTO were applied on the basis of the
order of the CMU to the State Customs Setrvice of Ukraine until the 17 December 2008. At that
time the VRU adopted the Law No. 676-VI “On Amending the Law of Ukraine “On the
Customs Tariff of Ukraine” so that the rates of import duty were in compliance with the WTO
accession commitments. The critical comments of the President were taken into account.

The Resolution of the CMU of 30-October 2008 N 1381-r “On Approval of the Action Plan of
Adjusting Ukrainian Economy to WTO Requirements” commissions ministries to accelerate the
implementation of the provisions of sector programs adopted in past years.
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Blue
Ribbon
Analytical
and
Advisory
Centre,
2009

The negative foreign commodities trade balance for 2008 was USD18.5 billion, which is 62%
higher than it was in 2007. In an effort to stop the negative tendencies in foreign trade
development the Government of Ukraine approved the Resolution “On Adoption of the Action
Plan on Lowering the Negative Foreign Trade Balance”. This Plan applies strict control over the
import of commodities to eliminate and prevent the import of commodities that do not conform
to national veterinary, sanitary, phytosanitary, ecological and pharmacological standards. The set
of proposed anti-crisis activities includes proposals that do not comply with commitments on
opening the internal market undertaken by Ukraine at WTO accession. If the situation worsens
with a balance of payments GATT allows use of safeguard measures but in compliance with
provisions of Articles XII and XVIII:B of GATT. Application of quantitative restrictions on
import is not allowed by WTO agreements even as a measure to improve the balance of
payments in regarding with par.2 of WTO agreement “Understanding the Balance-of-Payments
Provisions of the GATT 1994”. Because several law provisions passed by VRU in December
2008 did not comply with the commitments to the WTO and GATT they were vetoed by the
President of Ukraine in January 2009. In February VR overrode the Presidential veto. Then the
President sent few laws to the Constitutional Court because of noncompliance issue with the
Constitution of Ukraine and international agreements. As of April 2009 it was not known what
WTO’s response was to the 13% temporary surcharges to custom value of imported goods,
except for the goods of critical import, which were established in accordance with the Law “On
Amending of Certain Legislative Acts of Ukraine in Regard to the Improvement of the Situation
with Balance-of-Payments of Ukraine Due to the World Financial Crisis”.

Joint
evaluation
report EU-
Ukraine
Action
Plan, 2008

Following the introduction of grain export limitations in 2006 and similar export restrictions in
other areas, Ukraine has agreed that for the future such limitations would be temporary; should
be introduced only when it was really needed, in a fully justified and transparent manner, taking
into account Ukraine’s legal obligations; and should be implemented in a non-discriminatory
manner.

European
Business
Association,
2009

In accordance with the point 313 of the report of the working group considering Ukraine’s
accession to the Wotld Trade Organisation (respective document WTI/ACC/UKR/152 dated 25
January 2008), the mandatory certification of any food products had to be abolished from the
date of Ukraine’s accession to the WTO (16 May 2008), and from that date on food products had
to be certified only by the State Sanitary and Veterinary Services. Although these Ukraine’s
commitments were secured through the ratification of the Protocol on Ukraine’s WTO Accession
by the Law of Ukraine No. 250-VI dated 10 April 2008, they are not being met to this day.
Despite the abovementioned requirements Ukraine has to meet and the normative acts
(specifically the Cabinet of Ministers of Ukraine Order No. 1570-p dated 17 December 2008, by
which the State Committee on Technical Regulation of Consumer Policy had to abolish
mandatory certification of food products by the end of 2008), which were adopted to align
Ukrainian legislation with international practices, the State Committee for Technical Regulation
and Consumer Policy continues carrying out mandatory certification of food products in
accordance with its Order on Approving the List of Products Subject to Mandatory Certification
in Ukraine No. 28 dated 1 February 2005.
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= ]5.1.3 — Removal of technical barriers to trade in particular, norms, standards, SPS

Ukraine’s legislative system with respect to sanitary and phytosanitary issues is fragmented and

ENP insufficiently transparent. Enforcement capacity needs to be strengthened for Ukraine to be able
Progress to meet international and EU standards. Food safety, product liability and traceability, and the
Report, introduction of HACCP (Hazard analysis and critical control points) would seem to be the
2004 priority areas. Ukraine is a member of the International Epizootic Office (O.1.E) and is working
towards accession to the Codex Alimentarius and the International Plant Protection
On technical regulations and standards for industrial products, Ukraine adopted three laws in May
2001, on conformity confirmation, accreditation and standardisation. Progressive implementation
ENP of these laws resulted in the creation of the National Agency of Ukraine on Accreditation and
Progress should see a shift towards voluntary (rather than mandatory) standards and the drafting of
Report, technical regulations based on the European ‘new approach’ directives. Steps were taken in 2000
2004 to simplify the certification procedures applicable to certain mass-produced goods (for example
electrical appliances and construction materials). Ukraine is also aware of the need to avoid the
creation of multiple testing requirements by different public authorities.
On the free movement of goods and technical regulations, Ukraine has confirmed its
ENP commitment to negotiate an Agreement of Conformity Assessment and Acceptance of
P Industrial Products (ACAA) and has selected the priority sectors to be included. Good progress is
rogress being made in implementing the “ACAA Action Plan” agreed in 2005.
Report, & P g the ) grecc
2006 Several laws on standards, technical regulations and conformity assessment procedures and on
consumer protection were adopted in 2006. Building up of the administrative, legal and technical
capacity to manage and enforce legislation propetly remains a challenge.
On sanitary and phyto-sanitary issues, progress was made in preparing for WTO accession, inter
alia by enacting framework laws in the veterinary, phytosanitary and food safety areas and
adopting a plan for compliance with WTO rules. Ukraine is a member of the Codex Alimentarius,
ENP the World organisation for animal health (OIE) and joined the International plant protection
Progress convention (IPPC) in 2006. Intensified cooperation with the EU included a general assessment of
Report, controls of feed and food safety, animal health, animal welfare and plant health, realized by the
2006 Commission's Food and Vetetinary Office, whose preliminary conclusions wetre overall
encouraging. An FVO inspection mission on fishery products took place in June 2005, and
Ukraine has satisfactorily addressed the identified deficiencies. Therefore, Ukraine will be added
to the list of countries authorized to export fishery products to the EU.
On free movement of goods and technical regulations, Ukraine continued to work on the
implementation of its Action Plan towards an Agreement on Conformity Assessment and
acceptance of Industrial Products (ACAA). In 2007, the Ukrainian Standardisation Body (DSSU)
established a working group for the preparation of the draft law on market surveillance, which
was registered in the Parliament in January 2008. The wide scope of application of the DSSU’s
draft could pose problems as non-food and food products require completely different
infrastructures, expertise, methodologies and practices of surveillance.
Another draft law on market surveillance has been developed by the Secretariat of the President
ENP of Ukraine and is already registered in the Parliament. While in general being better aligned with
the EU practices on matket surveillance than the DSSU’s version, this draft cannot be considered
Progress . 1 . . .
Report, e1the.r as the one .prov1d1ng for an effectl‘ve system for mgrket sul_tvelllance. It 1nc1udesl many
2007 restrictive provisions for authorities, which could render ineffective any market surveillance

authorities and activities.

No progress can be reported regarding the reform of the infrastructure for quality, including the
establishment of an independent national standardisation body and the separation of conformity
assessment and market surveillance functions. On the other hand, the transposition of the
sectoral legislation started in all the priority sectors. The adoption of new national standards
aligned with those of the EU continued although the speed of preparation of the new standards is
slower than envisaged. The voluntary application of standards is discouraged by, among others,
the practice of compulsory certification. Ukraine should ensure that old standards are
automatically repealed when new standards are adopted.
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ENP
Progress
Report,
2007

Ukraine made some progress on sanitary and phyto-sanitary issues, although practices and
controls are not yet such as to allow exports to the EU of most animal products, Ukraine adopted
a law on veterinary medicine, several pieces of implementing legislation and an action plan to
advance the national programme for approximation with EU legislation.

Ukraine reorganised the state veterinary department into a central governmental body, the State
Committee of Veterinary Medicine. Some Ukrainian food establishments started to implement
strengthened hygiene rules. Ukraine restructured the central state laboratory of veterinary
medicine into the State Research Institute of Laboratory Diagnostics and Vetetinary/Sanitary
Testing. It continued the accreditation process of veterinary laboratoties.

The European Commission’s Food and Veterinary Office assessed Ukraine’s residue control
systems regarding animals and animal products. The Community added Ukraine, for the first time,
to the list of countries with approved residue monitoring programmes for milk and eggs.

This is an important step towards the authorisation of exports to the EU. Honey export is already
allowed. Ukraine continued to address the challenges resulting from multiple outbreaks of rabies
in wildlife and domestic animals. Ukraine participated in workshops under the European
Commission’s “Better training for safer food” programme.

ENP
Progress
Report,
2008

On the free movement of goods and technical regulations, progress towards an Agreement on
Conformity Assessment and Acceptance of Industrial Products (ACAA) remained very limited,
even within the three priotity sectors identified by Ukraine in 2006/2007 (machinery, electrical
equipment and simple pressure vessels). There are two draft laws on market surveillance. The
transposition of sectoral legislation and international/EU standards in the priotity sectors
progressed slowly in 2008. No significant progress was achieved in reform of the institutions
responsible for the regulation of the quality of industrial products. In April 2008, Parliament
adopted amendments to the law on standards, technical regulations and conformity assessment
procedures”. The amended law refers to the “central executive conformity assessment authority”
without specifying which organisation will take responsibility. It specifies the notification
procedure in Ukraine and the procedure for recognition of conformity assessment results by
foreign bodies. In June 2008, the Cabinet of Ministers approved a “Concept for the Development
of the State Metrological System of Ukraine 2008 — 2015”. However the Concept does not
envisage changes in the organisational structure of the metrology system, which is highly
problematic because of the unclear division of responsibilities between several institutions
involved. So far, accreditation remains the only quality infrastructure function separated from
DSSU, the Ukrainian standardisation body but Compulsory certification is still widespread. A
technical assistance project will focus on the reform of the quality infrastructure as a priority.
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ENP
Progress
Report,
2008

Ukraine took further steps towards gradual convergence with EU sanitary and phytosanitary
standards. In May 2008 the Parliament approved in first reading amendments to the law “On
Veterinary Medicine” containing, zuter alia, provisions on an animal identification system. The
Government prepared a National Plan for monitoring residues and contaminants in live animals
and animal products 2008-2013 and submitted it to the Parliament. Ukraine continued
strengthening laboratories including by working towards a reference laboratory for avian
influenza. Hygiene rules based on the hazard analysis critical control point system (HACCP) were
further introduced in some establishments. In July 2008, the European Commission’s Food and
Veterinary Office (FVO) carried out an inspection visit on dairy products and recommended that
Ukraine address certain deficiencies. Following the discovery of sunflower oil contaminated with
mineral oil, Ukraine implemented a new control system which allowed exports to the EU of
sunflower oil to continue. In September 2008, FVO carried out a mission to assess the new
control system. Ukraine should continue to investigate the source of contamination. In September
2008, the EU added Ukraine to the list of countries with approved residue monitoring plans for
poultry (including geese), aquaculture finfish and equidae. Ukraine aims to further expand this list,
which already includes milk, honey and eggs, to other areas. Listing is an important step towards
the authorisation of exports to the EU. Currently, Ukraine is authorised to export various animal
products to the EU for animal feeding and for technical purposes. In November 2008, Ukraine
participated, together with Belarus and the Russian Federation, in a European Commission Task
Force meeting in Riga on rabies eradication. Ukraine also participated in workshops under the
European Commission’s “Better Training for Safer Food” programme.

Joint
evaluation
report EU-
Ukraine
Action
Plan, 2008

On technical standards, Ukraine negotiated and started to implement the Agreement of
Conformity Assessment and Acceptance of Industrial Products (ACAA). While many legislative
and normative changes have been introduced, the priority now is to focus on structural reforms of
Ukraine’s quality control system. On sanitary and phytosanitary issues, cooperation has
strengthened due to a number of missions to Ukraine by the EU’s Food and Veterinary office in
2006 and 2007. The EU took note of the Ukrainian side’s proposal to start discussions on a
veterinary agreement, and suggested that this could be envisaged at an appropriate time in the
framework of the NEA.

EBA, 2008

European exporters and investors are facing an increasing number of unjustified non-tariff
barriers in the form of compulsory product certification, burdensome labelling standards,
cumbersome import approval requirements and consequently customs clearance delays.
Unreasonable sanitary and health requirements can also create barriers that hamper exports to
Ukraine, not least because Ukrainian national standards often differ significantly from
international ones. This results in high compliance costs, which impacts the ability of businesses to
sell on the Ukrainian market, affecting particularly the EU small and medium enterprises.

Even after its WTO accession Ukraine faces a huge problem with technical regulation system. The
Ukrainian system of technical regulation including setting and enforcing compliance with
mandatory requirements for products (or related processes), as well as monitoring such
compliance does not comply with the fundamental provisions of the EU legislation; as a result,
foreign trade partners of Ukrainian companies do not recognise results of the national conformity
assessment and metrology authorities’ activity.

EBA, 2008

Adoption of the Law on Amendments to the Law on Standards, Technical Regulations and
Conformity Assessment (concerning conformity assessment procedures) No. 255-VI dated 10
April 2008 is a step forward in regulating recognition of conformity assessment results of foreign
trade partners. The mechanism for such recognition would imply adoption of bilateral/
multilateral agreements between Ukraine and its counterparts to implement this provision in
practice.
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EBA, 2008

The main reason for not recognising certification results is the lack of standards harmonisation.
Both in Ukraine and in the EU countries voluntary-based standards are considered to prove
conformity with respective technical regulations. But at present a significant number of existing
Ukrainian standards are outdated and conflicting with modern techniques and approaches. Such
approach is inconsistent with international norms and rules and the WTO principles, in particular
the Agreement on Technical Barriers to Trade. Implementation of the international approach to
standardisation (principle of voluntary use of standards) is limited due to the lack of technical
regulations for products. Instead, most goods in Ukraine are still subject to compulsory standards.
Furthermore a significant number of standards, which prove conformity to requirements of
technical regulations (New Approach Directives), have not yet been adopted by Ukraine.

EBA, 2008

The regime established by the existing Ukrainian legislation to regulate the use of food additives in
Ukraine is inconsistent with the regime set up by such international instruments as the Codex
Alimentarius and the EU Directives. Therefore, it raises obstacles both to importers to Ukraine
and domestic producers because Ukrainian rules are different from the rules applied in the
countries which are the major trade partners of Ukraine. Due to that, Ukrainian exporting
companies find themselves in harder conditions than producers from the countries of export.
Such significant differences in sanitary rules cause obstacles to international trade, which need to
be eliminated in accordance with the Agreement on Application of Sanitary and Phytosanitary
Measures. In particular, pursuant to Article 3 of the Agreement on Application of Sanitary

and Phytosanitary Measures, a country that intends to use sanitary and phytosanitary rules
different from rules based on international standards and rules must scientifically justify them.
Furthermore, according to Annex A to this Agreement, international standards and rules relating
to food additives are established by the Codex Alimentarius. If any WTO member state files a
complaint against Ukraine following its accession to the WTO, the rules that are more rigorous
than those set by the Codex Alimentarius will apply only to the domestic products and not the
products imported from other WTO countries.

DG
Entreprises

Cooperation with Ukraine has been primarily in the field of technical regulations and standards.
The aim is to open access to the Single Market for certain industrial goods produced in Ukraine,
and open access for EU manufacturers to Ukraine's market (i.e. to increase Ukraine's stake in the
internal market). This would take the form of an Agreement on Conformity Assessment and
Acceptance of Industrial Goods (ACAA). The ACAA would also form an important element of
the planned FTA.

Blue
Ribbon
Analytical
and
Advisory
Centre,

2009

Most export producers still have to comply with the double standards of Ukraine and the country
to which they are importing. The State Committee of Ukraine for Technical Regulation and
Consumer Policy is attempting to harmonize the national, international, and European standards
in view of the State Program of Standardization for 2006-2010. As of the beginning of November
2008, 472 national standards meet with international and European standards and were approved
(in total 5,015 standards were enacted constituting 20% of the general number of Ukrainian
standards). 19 technical regulations were approved during 2007-08. The annual budget of the State
Committee of Ukraine for Technical Regulation and Consumer Policy allotted on this purpose
does not exceed 12 million UAH; however, sector ministries also receive funds from the state
budget for to harmonize sector standards. European technical aids and other donors can become
a substantial source of financing. The international principle of voluntary standards is not legally
regulated in Ukraine. The majority of obligatory technical regulations are in the development
stage.
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EBA, 2009

The Ukrainian system of technical regulation suffers from the lack of compliance with the core
fundamental provisions of the EU legislation and requires further development. Among major
legislative acts ensuring technical regulation in Ukraine, there are the Law of Ukraine on
Standards, Technical Regulations and Conformity Assessment Procedure No. 3164-1V dated 1
December 2005, Law of Ukraine on Standardisation No. 2408-111 dated 17 May 2001, the Cabinet
of Ministers of Ukraine Decree on Standardisation and Certification No. 46-93 dated 10 May 1993
and the Cabinet of Ministers of Ukraine Resolution on State Surveillance of Conformity with
Standards, Norms, Rules and Responsibility for its Violation No. 30-93 dated 8 April 1993, etc.
As a part of its commitments to becoming a World Trade Organisation member Ukraine must
harmonise all of its national and regional standards with international standards or technical
regulations by 30 December 2011. Taking into account that international and European standards
are revised every 5 years on average, it will be hard for Ukraine to achieve the necessary
harmonisation level due to the low progress with the revision of outdated standards as so far only
technical regulations were adopted by the respective Cabinet of Ministers of Ukraine Resolutions.
Adoption of the Law of Ukraine on Amending the Law of Ukraine on Standards, Technical
Regulations and Conformity Assessment (concerning conformity assessment procedures) No.
255-VI dated 10 April 2008 was a step forward in regulating recognition of conformity assessment
results of foreign trade partners. However lack of clear mechanism for such recognition and poor
equipment of testing laboratorties in Ukraine imply adoption of bilateral/multilateral agreements
between Ukraine and its counterparts to implement this provision in practice.

Nevertheless, this problem could partly be solved by Ukraine’s accession to the Agreement on
Conformity Assessment and Acceptance of Industrial Products — ACAA — in the field of mutual
recognition agreements and related technical dialogue with the EU and help Ukrainian
manufactures to enter European and international markets.

= I514-

Development of national policy and legislation facilitating foreign investments

ENP First steps in eliminating barriers to the establishment of companies were taken though the
Progress September 2005 law on the licensing system. This law simplified the legislation and sharply
Report, reduced the time and number of permissions required to start a business. The new legislation on
2006 automobiles eliminated local content requirements and special tax breaks for local production.
In the absence of a substantial improvement in the investment climate, however, the steep
ENP increase in FDI inﬂows observed in .2005 may prove to be a once.:—off phenomenon. Policy
Progress measures are required, for exar'nplfa, in areas sgch as the fight against corruption, a more '
Report, transparent plan for .further privatisation cons&stent.\ylth the rule of lgw, the adoption of the Joint
2006 stock company law, incompatibilities between the .c1v1l gr}d commercial codes .and court systems,
the overall improvement of transparency and predictability and further reduction of the burden of
licensing and inspection regimes.
Little progress can be noted as regards the elimination of barriers to the establishment of
ENP companies. In Noveml?er 2000, the Parliamcint adopted a law t.hat allowed access of foreign bank
Progress branches to thev Ukrainian market gfter Ukralge’s WTO accession. Amenvdrrients were also .
Report, fldopte.d to the insurance law to bring the laW into comphange w1th Ukraine’s WTO commitments,
2007 in partlcplar reggrdmg the ac.cess'of non—res1dent§ to the ngtlonal insurance market. Thve number
of permits and licenses required in most economic sectors impedes business and constitutes a
huge cost factor for the companies.
ENP
Progress There has been no progress in the area of freedom of capital movements. Administrative and
Report, sometimes tax problems with the repatriation of foreign investments still exist.
2007
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A number of legislative acts were prepared during the reporting period in areas related to the free
movement of capital. These acts aim at improving the legislation on the unified state currency

ENP . o N o . .
policy, streamlining legislation in the sphere of foreign investment and improving the system of
Progtress . . . . . .
information exchange between public bodies that carry out controls in the area of foreign trade.
Report, . . g . o
2008 Notwithstanding possible justification under the safeguard clause, measures taken by Ukraine in
the context of the financial crisis may have an impact on the standstill provision concerning
foreign exchange rules.
Blue
Ribbon On 28 January 2009 the National Agency of Ukraine for Foreign Investments and
Analytical | Development was created by Cabinet of Ministers of Ukraine (Decision No. 48). The tasks
and and skills of the new Agency generally corresponds to BRAAC recommendation, but analysis of
Advisory regulations issued by the agency reveal a weakness in the mechanisms for receiving feed-back
Centre, from foreign investors on regulatory policy, investment climate etc.
2009

* 15.1.5 - Implementation by Ukraine of the PCA provisions relevant to foreign investments
(establishment rights; intellectual, industrial and commercial property rights; capital movements;

etc.)

ENP
Progress
Report,
2004

In the field of intellectual and industrial property rights, legislative initiatives taken include
amendments to the law on Copyright and Neighbouring Rights, changes to the Criminal Code to
clarify and strengthen the penalties for infringements and a new Customs Code which includes
IPR-relevant provisions. IPR requirements have also been included in the Civil and Commercial
Codes. The so-called Omnibus Law (in force since June 2003) was the vehicle for many of the
changes in IPR legislation, codifying and modifying laws on copyrights, trademarks, rights to
inventions and utility models and rights to industrial designs. The Omnibus law strengthened
enforcement: courts can now issue preventive measures (which is new in the Ukrainian legal
system) including the inspection of business premises or the seizure of property belonging to third
parties. Ukraine has also taken a step towards improved judicial protection of intellectual property
rights by providing for relevant training for judges from economic courts on IPR matters
(specialised IPR courts do not exist). Improving border control is important for effective IPR
enforcement.

ENP
Progress
Report,
2004

The Law of 18 January 1991 on Investment Activities is the main legislative act governing
investment activities in Ukraine. The Law determines general legal, economic and social
conditions, and aims at ensuring the protection of rights, interests and property of investing
entities irrespective of types of property ownership or nationality. It sets the same rules for both
national and foreign investors. Specific features of the foreign investment regime are however
determined by a law of 19 March 1996 on the Regime of Foreign Investment, which foresees that
any company with a 10% foreign participation in its statutory capital is a company with foreign
investment and forbids investment in certain sectors. Ukraine has concluded agreements on
protection of investments with more than 50 countries, including most Member States. The main
obstacles to foreign investment include “red tape” (cost and time of business registration and
licensing requirements) and corruption.

ENP
Progtress
Report,
2006

On intellectual property rights, progress has been made in upgrading relevant legislation (notably
in the area of laser-readable disks and raising criminal sanctions) and, partly, its enforcement.
Effective implementation and progress on issues such as geographical indications (Gls), data
protection and copyright obligations is required.
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ENP
Progtress
Report,
2007

On intellectual property rights, the EU and Ukraine have engaged since April 2006 in an in-depth
dialogue. Ukraine is in the process of thoroughly revising its legislative framework as a
consequence of the ongoing WTO accession negotiations. Effective implementation and progress
on issues such as geographical indications, registration of medical products, copyright obligations
and deterrent penal sanctions are required. The revised customs law, which entered into force in
February 2007, provides for ex-gfficio actions.

However, weak enforcement of IP rights, including at the borders, remains an issue of concern as
there is still a widespread circulation of counterfeited and pirated goods, including medicines.
Ukraine is listed in category 2 of the EU enforcement survey. Ukraine has not yet set up a national
coordination council to focus on enforcement activities.

ENP
Progress
Report,
2008

Ukraine continued to revise its legislative framework on intellectual property rights with the
adoption, in April 2008, of the law “On Amendments to several Laws of Ukraine on

Intellectual Property Rights” due to its accession to the WTO. It further aligns with TRIPS norms
as regards geographical indications in particular. A number of key legislative acts, such as the
revised Copyright law and new laws on Industrial Property Rights, are in the pipeline.

The State Department for Intellectual Property took measures to strengthen IP dialogue with
right-holders and the business community. In October 2008 Ukraine signed a cooperation
agreement for the years 2008-2009 with the European Patent Office. The National Coordination
Council in charge of enforcement activities is still not established. There is still a high level of
piracy, including internet piracy, and counterfeiting in Ukraine. Border measures remain
inefficient, which makes it easy to smuggle counterfeited goods into Ukraine.

I51.6-

Attractiveness of the business environment in Ukraine vis-a-vis Poland and CIS countries

World
Bank

Ukraine’s ranking at the World Bank 2010 survey “Ease of doing business” (out of 183 countries.

Ukraine | Poland Moldova
142 72 94
134 117 77
181 164 161
83 76 141
141 88 17
30 15 87
109 41 109
181 151 101
139 42 140
43 75 22
145 85 90

Russia
120
106
182
109
45
87
93
103
162
19
92

Belarus
58
7
44
32
10
113
109
183
129
12
74

Ease of...

Doing Business

Starting a Business

Dealing with Construction Permits

Employing Workers
Registering Property
Getting credit

Protecting investors

Paying taxes

Trading across borders

Enforcing contracts

Closing a business
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Ukraine ranking at the World Economic Forum 2010 report on competitiveness (out of 133
counttries)

Ukraine Poland Russmp
Federation
Opverall ranking 82 46 63
Basic requirements 94 71 64
Institutions 120 66 114
Infrastructure 78 103 71
World . Macroeconomic stability 106 74 36
Fconomic Health and primary education 68 35 51
Forum, -
2010 Efficiency enhancers 68 31 52
Higher education and training 46 27 51
Goods market efficiency 109 53 108
Labour marfket efficiency 49 50 43
Financial market sophistication 106 44 119
Technological readiness 80 48 74
Marfket sige 29 20 7
Innovation and sophistication factors 80 46 73
Business sophistication 91 44 95
Innovation 62 52 51
Indicators of market access (Global Enabling Trade Report 2009)
Ukraine Poland Moldova Russia
Trgde—welghted average tariff rate for non- 31 05 21 127
agricultural products
Tra.de—welghted average tariff rate for 316 93 131 26.2
agricultural products
Index of non-tariff barriers 7.8 437 2.3 31.2
Variance of tariffs 23.4 10.8 6.4 15.8
World % share of tariff lines with domestic peaks 6.5 9.8 13.2 3.3
Economic % of HS tariff lines with at least one
Forum, specific tariff 7.7 10.5 4.6 16.9
2010 Number of distinct tariffs for all sectors 900 1491 406 1859
Duty—free imports as a share of total 61 68 81 33
imports
Average of the applied tariff rates,
including preferential rates, that the rest of 5.5 5.6 5.5 54
the world applies to the country
Trade-weighted average difference
between the MFN tariff and the most 55.0 10.4 80.2 37.0
advantageous preferential duty
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JC 5.2 — The Commission’s cooperation contributed to strengthen the capacity of Ukrainian enterprises, in
particular SME, to sell their products in foreign markets and in particular in the EU

Preliminary findings related to the JC based on the findings of the Indicators

= ]5.2.1-Strengthened capacity of Ukrainian entrepreneurs to export to the EU (information,
participation in fairs, networking, etc.)

ENP
Progress
Report,
2006

Discussions with Commission experts are taking place with a view to the possible adoption and
implementation of the European Charter for Small Enterprises. An Furoinfo Centre was opened
in Ukraine at the end of 2005.

SME
Project,
2009

State support for export and import development is defined in the National Programme SME

Support and Development (dd. 21.12.08 N 2157-111), which is specifically related to:

e Creation of the mechanism of state support for foreign economic activity for the stimulation
of SMEs to participate in improving the export potential of Ukraine and the provision of
incomes for critical import goods

e Adoption and realization of special programmes aimed at creating economic export potential,
including using opportunities of non government SMEs and also support for those
programmes aimed at limiting the import of those types of goods which could bring a
significant decline in the production level in some local industries

e Setting up a special fund for financing foreign economic programmes aimed at radical change
of the existing export (import) structure, and increasing the technological and organizational
level of production, especially in prioritized economic sectors;

e Promotion of Ukrainian goods and services in the international market

e Stimulation of the development of the local market for goods produced by SMEs which meet
International standards

e Creation of a quality certification system for export and import goods.

SME
Project,

2009

Many Ukrainian enterprises still lack the understanding of foreign investors’ and customers
requirements and basic skills to prepare good investment proposals and to communicate with
foreign business partners. At the same time, professional assistance, consultancy or training from
investment promotion agencies and business support organisations is scarce. Business support
and investment promotion organisations are mainly focused on the ‘supply side’ (identifying and
servicing investors), but not on the ‘demand side’ (improving Ukrainian enterprises’ absorption
capacity, the ability to attract and work successfully with investors).

SME
Project,
2009

Internationalisation of Ukrainian SMEs through attracting Foreign Direct Investment and
developing exports requires substantial practical support from official SME support institutions.
In many countries so-called SME agencies provide this support. Ukraine does not possess such a
central institution and the SME-related departments in the oblast administrations are not yet
prepared to perform such a role.

A central organisation identifying and taking care of SME needs is missing in Ukraine. In
particular, there is no national export promotion agency. Even measures which are fundamental
to SME support in many European countries such as organizing a national booth on important
international trade fairs are not practiced in a way that reflects the size, structure and potential of
the Ukrainian economy.
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* 15.2.2-Development of standards and certification

IFC, 2008

The following key issues in the Ukrainian system of technical regulations have been identified:

* Mandatory compliance with state standards applicable de facto to all goods and many services,
meaning that any innovation requites to register a new standard or a “technical specification”

— instead of having only security and information (labeling) requirements be mandatory, and let
the choice of technical solutions to the producers

* Excessive use of mandatory certification, for over 400 types of goods and services, without
regard to their actual level of risk for the public, or to other types of regulation already applicable
(for instance food products, which are already regulated by the Sanitary and Veterinary Services)
* Excessive coverage of business inspections, in particular at the production level, instead of
focusing on targeted checks of products on the market to ensure their safety and the respect of
essential requirements

* Applicable standards still mostly coming from the former Soviet Union, which not only do not
correspond to international standards, but are typically far more restrictive and prescriptive, and
slow down the adoption of new approaches and technologies — the transition to international
standards is still too slow

 All functions are still bundled in one institution, which creates conflicts of interest and does not
allow specialists to focus properly on their missions, as they have to deal with several, fully
different perspectives simultaneously

* Insufficient participation of the private sector in the standardization process, which on the
international level is primarily driven by industry actors.

In spite of these shortcomings, Ukraine can boast on the upside a vast number of well qualified
specialists in MSTQ institutions. Its technical infrastructure is better than some of the
neighboring countries, but lack of rationalizations (far too many laboratories in too many
overlapping institutions) means that it is practically impossible to upgrade at the present stage.

IFC, 2008

The Ukrainian technical regulations system is based on the previous Soviet system and differs
from what is understood as standardization and certification or conformity assessment in
Europe and OECD countries.

Standards are compulsory for most of goods, and many services, whereas in most of the world
compliance with standards is optional. Over 60% of Ukrainian businesses have to comply with
compulsory standards and/or technical specifications.

Registering all technical specifications in 2006 cost to Ukrainian SME about $2,000 (for food
service it was up to $3,000 and for manufacturing firm - up $8,000) and took two month on
average (for each third enterprise is was up to half a year and longer).

Mandatory certification procedures covers over 400 types of goods and services and affects a
significant share of Ukrainian enterprises, including low-risk businesses and sectors, which are
already regulated in other ways.

The State Committee for Technical Regulations and Consumer Protection is responsible
simultaneously for development and approval of standards, issuing certificates, conducting
inspections of producers, and ensuring market surveillance and protection of consumer rights — a
combination of responsibilities and powers, which can lead to significant conflicts of interest.
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European
Business
Association,
2009

The Ukrainian system of technical regulation suffers from the lack of compliance with the core
fundamental provisions of the EU legislation and requires further development. Among major
legislative acts ensuring technical regulation in Ukraine, there are the Law of Ukraine on
Standards, Technical Regulations and Conformity Assessment Procedure No. 3164-1V dated 1
December 2005, Law of Ukraine on Standardisation No. 2408-111 dated 17 May 2001, the
Cabinet of Ministers of Ukraine Decree on Standardisation and Certification No. 46-93 dated 10
May 1993 and the Cabinet of Ministers of Ukraine Resolution on State Sutveillance of
Conformity with Standards, Norms, Rules and Responsibility for its Violation No. 30-93 dated 8
April 1993, etc.

As a part of its commitments to becoming a World Trade Organisation member Ukraine must
harmonise all of its national and regional standards with international standards or technical
regulations by 30 December 2011. Taking into account that international and European standards
are revised every 5 years on average, it will be hard for Ukraine to achieve the necessary
harmonisation level due to the low progress with the revision of outdated standards as so far only
29 technical regulations were adopted by the respective Cabinet of Ministers of Ukraine
Resolutions.

Adoption of the Law of Ukraine on Amending the Law of Ukraine on Standards, Technical
Regulations and Conformity Assessment (concerning conformity assessment procedures) No.
255-VI dated 10 April 2008 was a step forward in regulating recognition of conformity
assessment results of foreign trade partners. However lack of clear mechanism for such
recognition and poor equipment of testing laboratories in Ukraine imply adoption of bilateral/
multilateral agreements between Ukraine and its counterparts to implement this provision in
practice.

Nevertheless, this problem could partly be solved by Ukraine’s accession to the Agreement on
Conformity Assessment and Acceptance of Industrial Products — ACAA — in the field of mutual
recognition agreements and related technical dialogue with the EU and help Ukrainian
manufactures to enter European and international markets.

European
Business

Association,
2009

Ukraine expressed its interest to sign the Agreement on Conformity Assessment and Acceptance
of Industrial Products — ACAA with the EU in 2005 as a part of the EU-Ukraine Action Plan
implementation. ACAA aims to open access to the single market for certain industrial goods
produced in Ukraine, and open access for EU manufacturers to Ukraine’s market (i.e. to increase
Ukraine’s stake in the internal market). Moreover, the ACAA signing would also form an
important element of the EU-Ukraine Free Trade Agreement. Among priority sectors for the
alighment with the EU Ukraine identified Electro Magnetic Compatibility, Low Voltage,
Machinery and Simple Pressure Vessels.

European
Business
Association,
2009

Necessity to introduce market surveillance regulation according to the EU norms and principles is
declared as a part of the Ukraine’s intentions to sign ACAA and used to be one of the
components of the TWINNING project implemented under the State Committee for Technical
Regulation and Consumer Policy of Ukraine. Thus, at the moment without the Law establishing
and regulating market surveillance system in Ukraine, the current state pre-market control does
not assure consumer safety and protect consumer rights as well as creates a burden for innovative
development. Though, some development has taken place and two draft laws on market
surveillance issue were developed. One of them was submitted to the Parliament by the President
on 17 January 2008 (the Draft No. 1365) and still remains under consideration with no visible
progress to adopt it in the nearest future. While the second one was drafted by the State
Committee for Technical Regulation and Consumer Policy of Ukraine and published on their
official site on 23 October 2007 though later was withdrawn requiring additional elaboration.

1.5.2.3-
internati

Evidence of an increased capacity of Ukrainian enterprises to produce EU and
onally compliant goods and services

Source

= No information retrieved
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JC 5.3 — The Commission’s cooperation contributed to increasing integration of Ukraine in the wotld economy

Preliminary findings related to the JC based on the findings of the Indicators

= I5.3.1-Trend in Ukrainian exports and imports as a petcentage of GDP

Ukraine: GDP, exports and imports of goods and services (UAH million

2002 2003 2004 2005 2006 2007 2008

GDP 225,810 | 267,344 | 345,113 | 441,452 | 544,153 | 720,731 | 948,056

Exports 124392 | 154,394 | 219,607 | 227,252 | 253,707 | 323,205 | 444,859
Statistical % of GDP 55,1% 57,8% 63,6% 51,5% 46,6% 44,8% 46,9%
Committee Imports 114501 | 147,525 | 193,120 | 223,555 | 269,200 | 364,373 | 520,588

% of GDP 250,7% | =552% | —56,0% | —50,6% | —49,4% | —50,5% | —54,9%

Opening to

trade 52.9% 56.5% 59.8% 51.1% 48.0% 47.7% 50.9%

(*) Opening = 0.5 * X + M) / GDP

Ukraine ranked 102nd in World Bank’s latest Logistics Performance Index (LPI 2010) out of 155

countries. In LPI 2007, Ukraine ranked 73th, with almost identical scores. This means that other

countries’ performance was improving, whereas the respondents saw little change in Ukraine.

These rankings are based on assessments made by freight-forwarding/logistics professionals

outside Ukraine. The most cited problems include:

e Unpredictability and corruption at borders, not only from custom agents but also from other
technical regulators

e Weaknesses in the business climate in general that prevent investment in the production of
new goods

e Absence of coherent policies to attract foreign direct investment (FDI)

e Inadequacies in the transport network, in particular connecting Ukraine to the FEuropean

WB, 2010 Union

e Customs procedures and cumbersome border inspections that reduce the competitiveness of
Ukrainian goods, especially those for which timely delivery is critical

e Network effects and linkages among industries inherited from Soviet times that are slow to
be broken up

e Specific regulations such as mandatory product standards that reinforce traditional linkages
and prevent integration into new markets

e The slow and costly process of VAT reimbursement to exporters (consistently the most cited
obstacle in exporters’ surveys)

e [] General complexity of regulations relating to exporting and their unfair enforcement,
including numerous precustoms permits, registration licenses, technical regulations, and
certification, and the related delays and high compliance costs.

= ]5.3.2 — Contribution of Ukrainian external trade to GDP growth

Ukraine’s strong trade performance has made a major contribution to recent economic recovery
Wortld Bank | and growth acceleration in the country. About 40 percent of total GDP growth in 1999-2002
Ukraine could be attributed to the increase in net exports. In 1999-2003, total merchandise exports
Trade increased (in current U S dollars) by about 100 percent. In addition, as a transit country, Ukraine
Policy has been increasingly benefiting from trade in services: export of services exceeds 10 percent of

Study, 2004

GDP, two thirds o f which comes from transportation (primarily transit of Russia’s oil and gas to
Burope).
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Nominal GDP growth and contribution of external trade

Statistical 2003 2004 2005 2006 2007 2008
Committee GDP growth 18.4% 29.1% 27.9% 23.3% 32.5% 31.5%
Contribution -1.3% 7.3% -6.6% -4.3% -4.7% -4.8%
* 1.5.3.3 — Diversification of Ukrainian exports
Analysis shows that Ukraine’s export elasticity on foreign incomes has been low, implying that the
existing export structure, if not improved, will limit opportunities for further growth expansion.
Wortld Bank .o, .
Ukraine Ukra.me s recent export trends have been constrained by strugtural problems. .So. far the .role of
Trade efﬁc1cincy. factors, which could become longer-term export drivers, has been limited, while the
Policy contrl'butlo.n to export growtch frorp both new export prpducts and new exporters has been IOW:
Study, 2004 A major shift tpward beFter incentives for a more dlvermﬁed export structure would be. needed in
’ order for Ukraine to maintain high rates of export expansion, as well as to strengthen linkages
between trade and growth performance.
At the moment, Ukrainian exports remain highly concentrated. The combined share of metals,
chemicals, and mineral products amounted to 60 percent o £ 2003 total exports. Over 1999-2003,
two sectors - iron and steel and mineral products — contributed 45 petrcent to total export growth.
Wortld Bank | Overall, the Ukrainian export structure is heavily biased toward so-called “sensitive
Ukraine commodities”, such as metals and chemicals, that are particularly exposed to protectionism in
Trade global markets and are also highly sensitive to changes in market conditions. Thus, since 1995, the
Policy market position of leading Ukrainian exporters has been vulnerable due to a large number of

Study, 2004

antidumping investigations. The share of Ukraine in the global number o f anti-dumping
investigation is about 10 times higher than its share in global trade. Export diversification is the
only way to make export less sensitive to both global market price changes and potential
protectionism pressures.

Blue Export tended to diversify. WTO accession stimulated traditional exports.
Ribbon
Analysis 2005 | 2006 | 2007 | 2008 | 2007 | 2008
and June- June-
. Dec. Dec.
Advisory Hirschman Index 0.171 0.168 0.162 0.181 0.161 0.180
Centre, Percentage of first 10
2009 ereer 42 40 40 43 39 44
items in total exports
Ukraine: main exports in % of total
2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006 | 2007 | 2008
Agriculture 109 | 124 | 148 | 134 | 120 | 13.8 | 134 | 139 | 169
Fuels and mining 197 | 177 | 17.8 | 185 | 16.6 | 16.8 | 13.6 | 11.7 | 13.0
WTO Fuels 5.5 7.3 9.2 11.9 | 104 | 9.8 6.7 5.3 6.1
Manufacture 67.1 | 679 | 66.1 | 66.9 | 703 | 685 | 71.9 | 735 | 69.7
Iron and steel 354 | 31.9 | 304 | 321 | 34.9 | 37.0 | 385 | 38.2 | 38.0
Chenricals 9.0 8.6 7.7 8.5 8.7 9.1 9.4 8.8 7.6
Machinery and transport 123 | 139 | 138 | 144 | 155 | 13.1 | 141 | 16.8 | 15.9
Ukraine’s current export base is narrow and requires diversification that can be achieved by lifting
substantial trade-specific bartiers that put a burden on cutrent and potential exporters. The
distortion of input costs has predictably led to an excessive trade concentration in energy-
WB, 2010 intensive commodities, in particular metallurgy. Export diversification is an urgent medium-term
priority because Ukraine’s strong current comparative advantage in metallurgy, in particular, faces
serious medium- to long-term threats related to outdated technology, low labor productivity, and
declining global market conditions.
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WB, 2010

Trade patterns by commodity group are even more concentrated than the geographical pattern.
The most important export commodity group at 2-level classification, ferrous metals, accounted
for 26 percent of total exports, and the top five commodities at 2-level classification were a total
of 52 percent in 2009. In imports, the most important commodity group at the 2-level—energy,
petroleum, and related products—accounted for 32 percent, and the top five commodities at the
2-level a total of 56 percent. Diversification of especially the export base would be crucially
important for Ukraine. The current pattern leaves it highly vulnerable to outside economic and
even political shocks, as has been demonstrated since the end of 2008.

JC 5.4 — The Commission’s cooperation contributed to the development of trade between the EU and Ukraine
and to investments of EU companies in Ukraine

Preliminary findings related to the JC based on the findings of the Indicators

* 15.4.1-Trends in the share of the EU in Ukrainian exports

Total trade between the EU and Ukraine has progressively increased over the three years. Growth
in BU exports has slightly exceeded growth in EU imports from Ukraine. The EC-Ukraine steel

Joint and textiles agreements were successfully implemented over the period and contributed to an
evaluation | increase of trade in these product groups (both agreements will end with Ukraine’s formal
report EU- | accession to the WTO). In line with the EU Council conclusions of February 2005, the EU
Ukraine granted Market Economy Status to Ukraine in December 2005. Following the introduction of
Action grain export limitations in 2006 and similar export restrictions in other areas, Ukraine has agreed
Plan, 2008 | that for the future such limitations would be temporary; should be introduced only when it was
really needed, in a fully justified and transparent manner, taking into account Ukraine’s legal
obligations; and should be implemented in a non-discriminatory manner.
Ukraine: Structure of exports by destination
Total CIS EU 27 Other
2000 100.00% 30.86% 31.30% 37.84%
2001 100.00% 28.75% 33.85% 37.40%
2002 100.00% 24.38% 35.51% 40.12%
Statistical 2003 100.00% 26.20% 37.65% 36.14%
Committee 2004 100.00% 26.20% 33.70% 40.10%
2005 100.00% 31.35% 29.90% 38.75%
2006 100.00% 33.01% 31.51% 35.49%
2007 100.00% 37.76% 28.23% 34.01%
2008 100.00% 35.56% 27.08% 37.36%
Average annual 21.0% 23.2% 18.8% 20.8%
growth rate
Ukraine’s foreign trade
Million € Imports to Ukraine Exports from Ukraine
Total EU 27 % EU Total EU 27 % EU
2004 23,353 7,676 33.0% 26,090 8,868 34.0%
Eurostat 2005 29,138 9,858 | 33.8% | 27,202 8217 | 30.2%
2006 46,386 20,092 43.3% 31,203 8,970 28.7%
2007 54,835 24,597 44.8% 37,789 11,289 29.9%
2008 67,841 27,662 40.8% 45,804 13,061 28.5%
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Ukraine’s main trade partners in 2008
Main import partners Main export partners
EU 27 40.8% EU 27 28.5%
Eurostat Russia 27.4% Russia 23.4%
China 8.7% Turkey 8.2%
Turkmenistan 4.7% USA 3.4%
Belarus 3.1% Egypt 2.1%
* 15.4.2-Trends in the share of Ukraine in EU exports
Ukraine :structure of imports by origin
Total CIS EUR 27 Other
2000 100.00% 57.61% 28.94% 13.45%
2001 100.00% 55.99% 30.10% 13.91%
2002 100.00% 52.83% 32.43% 14.74%
Statistical 2003 100.00% 49.99% 34.16% 15.84%
Committee 2004 100.00% 52.45% 32.93% 14.63%
2005 100.00% 47.13% 33.74% 19.14%
2006 100.00% 44.82% 35.96% 19.23%
2007 100.00% 42.18% 36.65% 21.17%
2008 100.00% 39.25% 33.75% 27.00%
Average annual | o5 40, 19.6% 27.9% 36.9%
growth rate
= 15.4.3 — Share of European Foreign Direct Investments in total FDI
= 15.4.4 - Share of European Foreign Direct Investments as a percentage of GDP
Flow of Foreign Direct Investments in USD million
2000 2001 2002 2003 2004 2005 2006 2007 2008
Ukraine 595.0 792.0 693.0 | 1424.0 1715.0 7808.0 5604.0 9891.0 | 10,693.0
UNCTAD Poland 9,343.0 | 5,714.0 | 4,131.0 | 4,870.0 | 12,756.0 | 10,249.0 | 19,591.0 | 22,612.0 | 16,533.0
Belarus 118.8 95.8 2471 171.8 163.8 305.0 354.0 1,785.2 | 2,158.1
Moldova | 127.5 54.5 84.1 73.8 87.7 190.7 251.1 493.4 712.8
Russia | 2,714.2 | 2,7483 | 3,461.1 | 7,958.1 | 15.444.4 | 12,885.8 | 29,701.4 | 55,073.2 | 70,320.0
Foreign Direct Investments per capita (USD)
2000 2001 2002 2003 2004 | 2005 2006 2007 2008
Ukraine 12.2 16.4 14.4 29.9 36.3 166.4 | 1202 | 213.7 | 2325
UNCTAD Poland 243.1 | 1489 | 107.8 | 127.2 | 333.6 | 2683 | 513.4 | 593.0 | 433.9
Belarus 11.8 9.6 24.8 17.3 16.6 311 36.2 183.6 | 223.0
Moldova 311 13.5 21.2 19.0 23.0 50.7 67.7 1345 | 196.2
Russia 18.5 18.8 23.8 55.0 107.4 90.0 208.4 | 388.0 | 497.3
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Foreign Direct Investments as a % of Gross Capital Formation
2000 2001 2002 2003 2004 2005 2006 2007 2008
Ukraine 9.68 10.58 8.53 1379 | 11.72 | 41.27 | 21.14 | 25.59
UNCTAD Poland 2296 | 1449 | 11.11 | 1230 | 27.87 | 18.48 | 28.86 | 23.91
Belarus 4.52 3.42 7.70 4.06 2.80 3.81 3.23 12.95
Moldova 64.14 | 22.00 | 3098 | 20.06 | 1593 | 2595 | 2597 | 33.72
Russia 6.20 4.75 5.59 10.04 | 14.22 9.47 16.84 | 20.30
Percentage of EU 27 countries in the total stock of FDL. Situation on the 315t December
ztgifi?;lee 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010
56.0% 54.7% 71.5% 75.2% 77.6% 79.0% 78.3%
Share of EU countries in the stock of total EU FDI. Situation on the 315t December 2009
%
Cyprus 27.4%
Germany 21.1%
Statistical Netherlands 12.8%
Committee Austria 8.3%
United Kingdom 7.6%
France 5.2%
Sweden 4.1%
All others 13.6%
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EQ 6 on Environment

EQG6 To what extent has the policy dialogue between the Commission and the
Government of Ukraine, as well as Commission’s interventions in the field of

environment and in other sectors, contributed to sustainable development and
environment protection

Judgement criteria and indicators

JC 6.1 — The Commission’s cooperation with Ukraine contributed to establishing conditions for an
effective environmental governance

Preliminary findings related to the JC based on the findings of the Indicators

Ukraine faces significant challenges if it is to promote environmental protection. Key areas include
air and water quality, waste management, nature-protection and radiation contamination in the north-
eastern part of the country. As regards climate change, Ukraine has significant possibilities to use the
flexible mechanisms under the Kyoto Protocol, but has been unable to translate this into a
comprehensive strategy, including negotiation positions for the Copenhagen Summit.

During the last years the EU support was focused on the water governance (including the Black Sea
collaboration) and biodiversity areas (mainly funded by the Tacis Regional Action programmes). In
October and December 2009 were launched two framework activities for twelve month each to
support the Ukrainian authorities in implementation of their commitments in the International
Conventions: Espoo, Aarhus, Danube and Ramsar. The Twinning project “Support to the Ministry
of Environmental Protection of Ukraine in implementation of the Law on the Ecological Audit” is to
be launched in 2010. As well as €35 million is allocated to implement the Environmental Sector
Budget Support programme in Ukraine in 2010-2012. (EAMR 2009-02)

The steps taken by the state authorities in Ukraine to implement the Action
Plan’s objective of strengthening administrative structures and procedures can
be hardly considered to be consistent and adequate. The distribution of
powers of and among the state authorities responsible for environmental
protection issues, including the Ministry of Environmental Protection, was
not subject to comprehensive revision for years. The key policy document in
environmental protection area - the Main Directions of the State Policy of
Ukraine in the Field of Environmental Protection, Use of Natural Resources
and Environmental Safety (1998) - has not been ever revised. A draft Strategy
of the National Environmental Policy of Ukraine for the period till 2020 was
developed.

Assessment of EU-
Ukraine AP
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Assessment of EU-
Ukraine AP

The annual Measures to Implement the EU-Ukraine Action Plan (2005, 2000,
2007, and 2008) provided for the adoption of the following plans and
programs:

- Strategy of the National Environmental Policy of Ukraine till 2020
(Measures for 2008);

- National Action Plan on Environmental Protection for 2009-2012
(Measures for 2007,

2008);

- Concept on the Protection of Water Resources (Measures for 2005, 2000,
2007);

- State Program on the Conservation of Biodiversity for 2005-2015/ 2007-
2025/ 2008-2025 (Measutes for 2005, 2006, 2007);

- State Program on the Development of the Reserves till 2020 (Measures for
2006, 2007);

- Action Plans within the Large Carnivore Initiative for Europe and Large
Phytivorous Animals Initiative (Measures for 2005, 2000).

These planned measures were not implemented in a timely manner. These
measures were postponed from year to year. At the same time there is some
progress in the field of adoption of plans and programs. The Cabinet of
Ministers of Ukraine adopted a few concepts. This is one of the obligatory
stages for development of the state special programs. The Cabinet of
Ministers adopted the following concepts:

- Concept of the National Environmental Policy of Ukraine till 2020,
approved by the Otrder of the Cabinet of Ministers of Ukraine No880-p of
October 17, 2007,

- Concept of the State Program of the Conservation of Biodiversity for 2005-
2025, approved by the Order of the Cabinet of Ministers of Ukraine No 675-
p of September 22, 2004 (it had been approved before the AP was signed);

- Concept of the State Program of the Development of Reserves till 2020,
approved by the Otrder of the Cabinet of Ministers of Ukraine No 70-p of
February 8, 2000.

According to these concepts a few draft plans and draft programs were
developed:

- Draft of the Strategy of the National Environmental Policy till 2020,

- Draft of the State Environmental Program of Conservation, Renovation and
Sustainable Use of Biodiversity of Ukraine for 2009-2027;

- Draft of the State Environmental Program of Development of Reserves till
2020.

I 6.1.1 — Content and outcomes of the policy dialogue between the Commission and GoU on

environmental issues

Interview in

The ministry considers policy dialogue with EC is constructive and useful.
Especially in the area of drafting of the new National Environmental Strategy
it has received comments from the EC and other EU MS, especially Sweden

M1n{stry of and Germany.

Environment ) . L . S
The content concerns in particular the harmonization of Ukrainian legislation
to EU standards, and the Ministry
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Assessment of the
EU-Ukraine
Action

Plan , 2009.

Recently the institutional capacity of the state bodies to work with European
integration issues was strengthened (creation of the special departments on the
European integration within the Ministries, special trainings, etc.)

Ukraine actively incorporates the commitments related to the cooperation with
EU, including those under the ENP and EU-Ukraine Action Plan, into its
national policy, strategic and legislative instruments.

Assessment of the

The annual measures to implement the EU-Ukraine Action Plan and annual
measures to implement the State Program on Adaptation of the Legislation of

ig{;gﬂkrame Ukraine to the legislation of the EU provide for adoption of new legislation.
The level of implementation of such measures in the field of environmental
Plan , 2009. o
protection is low.(p.21)
Andriy and The EU-Ukraine Action Plan is a framework document which provides for
Nataliya main directions of activities. The category “Other key areas”, section
Andrusevych “Transport, energy, information society and environment” provides for some

(Researchers in
Environment and
Law, University of
Oregon)

environmental protection issues. The environmental protection and promotion
of sustainable development are not among the priorities for activities in the
Action Plan. The environmental issues are not integrated properly into other
fields regulated by the Action Plan, including transport, energy, agriculture, etc.

Environment-
People-Law,
International
public interest
environmental law
organization (EPL,
Lviv)

EU has been pushing for reforms through the Association Agenda and EPL is
quite happy with the issues included in the chapter on environment.

EU has been clear in the Danube Channel case, pushing Ukraine for the
implementation of international agreements.

1.6.1.2 — Existence of administrative structures and procedures effectively ensuring strategic
planning of environmental protection and co-ordination between relevant actors

Assessment of the
EU-Ukraine Action
Plan Nataliya
Andrusevych. —
Lviv. —2009.

The distribution of powers of and among the state authorities responsible for
environmental protection issues, including the Ministry of Environmental
Protection, was not subject to comprehensive revision for years.

e The key policy document in environmental protection area - the Main
Directions of the State Policy of Ukraine in the Field of Environmental
Protection, Use of Natural Resources and Environmental Safety (1998) -
has not been ever revised.

e A draft Strategy of the National Environmental Policy of Ukraine for the
period till 2020 was developed. A concrete Action Plan needs to be
developed for implementing the strategy. Also it still needs further
improvement and consultations with the public.

e Itis necessary to harmonize current and future sector strategies with the
Strategy of the National Environmental Policy.

e Itis necessary to ensure the real access and public participation in the
decision-making process on environmental issues.

e Itis necessary to increase the coordination between diff erent state bodies
and to develop the mechanisms of the practical cooperation of ministries
and institutions on the environmental protection issues.(p.15)
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Olena Maslyukivska
(Senior Lecturer at
National University
of "Kyiv-Mohyla

There is an increasing number of young people in the ministries who have
studied abroad and who are quite professional and capable.

Academy")
Too many staff in the Ministries have changed, resulting in a loss of
professionalism
Environment ghg.re is alsl? a lgck of ﬁnarlclall3 ar‘ﬁ Ahurnl:r% capacity 111:1 the rellf;vant (loc.al). ]
People-Law odies, such as inspectorates. Building their capacity has not been a priority o
) the government. Hence the inspectorates are also reluctant to act.
(EPL, Lviv)

The Ministry of ENV is the weaker player among other Ministries. But not
only politically, also in terms of human resources it is not clear if the ministry
has the absorption capacity for the money of the SBS.

I 6.1.3 — Existence of structures and procedures to carry out environmental impact

assessments

Assessment of the
EU-Ukraine Action
Plan, 2009.

Low level of the practical implementation of
legislation/plans/programs/policy/ international documents at national level.
One of the main problems for every assessed objective is low level of
implementation of legislation, plans, programs, policy, and international
conventions. Even in the fields where necessary legislation is in place practical
implementation is not adequate. This is true for the fields of EIA, access to
environmental information, preparation of regular reports on the state of the
environment, etc.

Andriy and Nataliya
Andrusevych

The proper legislation and key procedures for the environmental impact
assessment (EIA) are in place.

Key problem areas include the capacity of state authorities (personnel
capacity), practical opportunities for public participation and restricted access
to information.

Ukraine lacks clear mechanisms for strategic environmental assessment
(plans, programs, draft laws) and EIA of transboundary impacts (under
Espoo Convention).

It is necessary to include again into the new Practical Instrument an objective
to reinforce structures and procedures to carry out environmental impact
assessments, including in relation to transboundary issues but with specific
ptiorities to increase capacity of the personnel involved in the EIA, to
improve practical mechanisms for public participation in EIA, to ensure
adequate access to information in EIA process, to adopt legislation for
strategic environmental assessment and ratification of SEA Protocol (2003) to
the Espoo Convention, to adopt measures for proper implementation of the
procedures under Espoo Convention.
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Assessment of the
EU-Ukraine Action
Plan, 2009.

Environmental impact assessment in Ukraine comprises two separate
procedures: so called OVNS (EIA done by the developer) and saze
environmental expertiza (E1IA done by environmental protection agencies). EIA
legislation in Ukraine includes: the Law of Ukraine on Environmental
Protection (1991), the Law of Ukraine on Environmental Expertiza (1995),
the Decree of the Cabinet of Ministers of Ukraine on the List of Activities
and Objects Which Pose a High Risk to the Environment (1995), the Decree
of the Cabinet of Ministers of Ukraine on the Procedure for Submission
Documents for State Environmental Expertiza (1995), State Building Norms
DBN A.2.2-1-2003 “Structure and Content of EIA During Planning and
Construction of Enterprises, Houses and Buildings”. A special order
establishing the procedures for performing state environmental expertiza was
repealed in 2004. From decision-making perspective only state environmental
expertiza can be considered. State environmental expertiza is obligatory for
activities and objects which pose a high risk to the environment. The list of
such activities and objects is set by a decree of the Cabinet of Ministers.
Recently, a new draft decree was developed which incorporates screening
approach used in EU legislation and Espoo Convention (1991).

Andriy and Nataliya
Andrusevych

Lack of capacity of the personnel is a relevant issue for both public agencies
and consulting companies (which do planning and project development,
including OVNS/EIA). In practice, experts involved use outdated data and
methodologies developed during USSR times. The assessment of this
question was based on personal interviews.

Key problem areas are: capacity of state authorities (personnel capacity),
practical opportunities for public participation and restricted access to
information. In addition, Ukraine lacks clear mechanisms for strategic
environmental assessment (plans, programs, and draft laws) and EIA of
transboundary impacts (under Espoo Convention).

National Ecological
Centre Ukraine

(NECU,

Focus Group
Discussion with 4
Members of Staff

Reports state that EIA are only used as an obstacle to investment in selected
cases to receive bribes.

CSO are eligible to see the EIAs done if they formally ask for this, however,
in practice the reports are not made public, at least not the full reports. There
is not even a list made public for which project EIAs are undertaken, which
violates the Aarhus convention.

As general practice the authorities receive only a summary report with the
conclusion but not the technical annexes on which the decision is based. This
means that there is no way of verifying whether there was collusion between
the applicant and the company doing the EIA.

There is a lack of HR: only 3 staff for the revision process, and usually
external consultants are hired because the Ministry is not able to do the
review.

Access to EIA’s is difficult for the public if given at all.

EPL
Collusion of interests in EIAs when companies interested in positive advice
have to pay to EIA. There are too many loopholes in the official process, a
bylaw is missing to regulate the EIA procedures. The EC should push for
such a bylaw.
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1.6.1.4 — Implementation by Ukraine of the Aarhus Convention on access to information,
ublic participation in decision-making, and access to justice in environmental matters
P P P ) ]

Assessment of the
EU-Ukraine Action
Plan, 2009.

On December 27, 2008 the Cabinet of Ministers of Ukraine adopted the
Action Plan for Implementation of the Decision of Parties to the Aarhus
Convention.

The legislation in the area of access to environmental information and public
participation is still inadequate: gaps and inconsistency are of primary
concerns. No adequate practical mechanisms were set up to ensure effective
access to information and public participation in environmental matters.

(p.16)

Assessment of the
EU-Ukraine Action
Plan, 2009.

All implementing legislation was adopted before AP was signed. However,
experts show the need for additional legislation to be taken. This is confirmed
by the decisions of Aarhus Convention Meetings of the Parties (2005 and
2008). P.33)

The need for further implementation steps is also supported in the decisions
of the Meetings of the Parties of the Aarhus Convention (2005 and 2008).
Latest decision by MOP-3 (Decision 111/6f) adopted a conditional caution to
Ukraine following county’s failure to implements its recommendations of
2005. The key issue - development of mechanisms for practical
implementation of the Aarhus Convention in Ukraine — was not addressed by
Ukraine. In December 2008 the Cabinet of Ministers adopted an Action Plan
for Implementation of the Decision III/6f. This is an important step which
may improve Convention’s implementation in Ukraine. However, the
Convention covers issues which are outside the authority of the Ministry of
Environmental Protection while the Ministry is the key implementing agency
under the action plan mentioned. The action plan foresees establishment of
an inter-agency working group — a step which may partly address the lack of
competence of the Ministry of Environmental Protection. However, the
existence of such a working group could not be evidenced in 2010.

Andriy and Nataliya
Andrusevych

The legislation of Ukraine provides for specific provisions on the informing
and on the public participation in the programs’ adoption: The legislation
provides that the initiator publishes the draft concept of the program in the
official mass media and web-site. The initiators are supposed to hold a public
discussion of the draft concept (at conferences, meetings, etc.) and take into
account the proposals coming from such discussion.

The above mentioned requirements are often ignored; further informing and
public participation in the process of the development of the draft program is
complicated. There is a lack of access to the texts of draft programs
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EPL

In 2003, the Government of Ukraine approved a project to dig a deep-water
navigation canal through Ukraine’s portion of the Danube Delta Bilateral
Biosphere Reserve. Ecopravo-Lviv (EPL), a Ukrainian public interest
environmental law NGO, challenged this decision on both environmental and
procedural grounds (including lack of public participation in the EIA
process).

First of all, EPL filed cases against the Government of Ukraine challenging
the

Government’s decision to dig a deep-water navigation channel through
Ukraine’s portion of the Danube Delta Bilateral Biosphere Reserve. On 10
February 2004, the Commercial Court of Kyiv rendered a decision to sustain
the suit by EPL against the Ministry of Environment Protection of Ukraine.
The court based EPL’s right to appeal to court on the Aarhus Convention,
which Ukraine had ratified, even though the State had not yet adopted
implementing legislation. The court ruled that the consent by the Ministry of
Environment regarding construction of the canal was illegal and the decision
was invalid.

In addition to seeking remedies in national courts, EPL filed complaints with
a variety of relevant international bodies in late 2003 and eatly 2004. These
included:

* The Compliance Committee of the Aarhus Convention (on access to
information, public participation in decision-making, and access to justice in
environmental matters). Romania also subsequently filed a complaint with the
Compliance Committee;

* The Implementation Committee of the Espoo Convention (on EIA in a
transboundary context). The Implementation Committee refused, by a vote
of 4-3 in 2004, to consider the complaint. Romania subsequently filed a
complaint with the Implementation Committee;

* A Letter of Emergency Notification filed with the Executive Secretary of
the Convention on the Conservation of Migratory Species;

* An Emergency Complaint filed with the Permanent Secretariat of the
International Commission for the Protection of the Danube River;

* A Letter of Notification filed with the Secretariat of the African-Eurasian
Water Bird Agreement (AEWA);

Also, EPL has raised the issue with the Ramsar Convention and the
UNESCO Man and Biosphere Programme, and both institutions expressed
concern about the canal.
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I 6.1.5 — Support given to civil society actors and local authorities to promote environmental

awareness
The civil society in Ukraine doesn’t have enough information on the
) ) European integration, the procedures of the public involvement are not
Andriy and Nataliya P & P P
developed well.
Andrusevych

No funding within the ENPI is currently available for the civil society
organizations, in particular in the form of small grants.

Assessment of the
EU-Ukraine Action
Plan, 2009.

Key problem is absence of any specific measures taken by the Government to
implement this objective. Specific issues identified include inadequate powers
of the local authorities in the field of environmental protection, low level of
cooperation between local authorities and civil society on environmental
issues, absence of any communication strategies with civil society on
environmental issues, inadequate support to civil society.

e  DPublic participation in policy-development at national and local levels got
lower scores because of existing general practice of exclusion of
environmental NGOs from the development of sectoral policies at any
level.

e Access to environmental information held by local authorities is worse
when compared to access to information held by the Ministry of
Environmental Protection or its local agencies. (p.17)

National Ecological
centre Ukraine

(NECU)

NECU registered as NGO at the Delegation in May 2009 but until June 2010
has never heard anything from the EC, except the note that they were
registered.

Inter ECO-NET
Focus Group
Discussion
(including
participants from
Kholodny Institute
of Botany, and
Ukrainian Steppe
Nature Reserve)

NGOs cannot get funding from Ukraine’s environmental funds. 95% of all
organizations have only foreign funds.

For some projects, NGOs needed a letter from the Ministry in order to get
funding, which is detrimental to their independence and there are reports to
NGOs even have to give part of the funding received from the EC to the
ministry.

CBC Programme is difficult for applicants: the formulation of requirements
in the case of an anti-pesticide project was not clear.

EPL
Staff changes in the Delegation made the process slower for the applicants
since the new staff needed time to work themselves in.
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JC 6.2 — The Commission’s cooperation contributed to the GoU taking active action for preventing
deterioration of the environment, protecting human health and achieving rational use of natural

resources

Preliminary findings related to the JC based on the findings of the Indicators

16.2.1 — Evidence that Commission’s interventions in the field of environment aimed at
piloting good practices

ENPI Strategy Paper
2007-2013;

TACIS RAP 2001-
2006

The ENPI Strategy Paper 2007-2013 for the Eastern Region underlines the
importance of sustainable development and environmental protection. The
EU-Ukraine Action Plan devotes two chapters to respectively the
promotion of sustainable development and the protection of the
environment.

Over the period 2002-2008 covered by the evaluation Commission’s
interventions in the field of environment amounted to only €9.2 million out
of a total of €747.1 million. These interventions include two large action
grants addressing the issue of biodiversity, both launched in 2008. All other
interventions had a size below €250,000 and have been implemented at
regional or local level mainly in two areas: water management and solid
waste management. In addition, Ukraine benefitted from the TACIS
Regional Environmental Programme. The Regional Action Programmes
(TACIS RAP) 2001-2006 include 35 projects with a total financial envelop
of approximately €48m.

Evaluation of
Environment
Projects under
TACIS RAP &
Identification of
Environment
Projects for ENPI
East 2010-2013,
Evaluation Report,
p.21

“there is no doubt that each TACIS project implemented in the region has
had an impact on institutional development. The transfer of experience and
knowledge on different topics was an important component in institutional
capacity building and helped countties to solve or prepare themselves to
solve different transition period related issues. Policy development was one
of the priority areas for the TACIS programme and there were different
policy documents developed to support projects which had institutional
capacity building considerations. In addition, every project includes tasks
aimed towards legislative and institutional strengthening.”

The evaluation also found that not all recommendations made in projects
have resulted in real structural institutional changes, but knowledge and
expetience accumulated during their implementation was important in
order to achieve strengthening of environmental institutions. The
implemented TACIS projects have had the most significant impact on
environmental administration for river basin management and monitoring
capacity building as well as climate change.
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Andriy and Nataliya
Andrusevych

In 2005 — 2008 the Ministry of the Environmental Protection participated in
the following environmental projects funded by the EU: “Technical
assistance to prepare investments projects in the Black Sea basin” (3 300 000
euro) and “Management of the transboundary river basins: second phase,
Prypyat river” (1 200 000 euro).

At the present time the Ministry of the Environmental Protection of Ukraine
is preparing twinning project “Support to the Ministry of Environmental
Protection of Ukraine in implementation of the Law on Environmental
Audit”.

On November 25, 2008 the Ministry of Environmental Protection together
with the European Commission in the framework of using the TAIEX
instrument held the seminar on remedying consequences of technogenic
accidents (on the example of accident in Kerch).

The Annual Program for 2007 within ENPI did not provide for funding for
projects in the field of environmental protection. The main attention was paid
to the implementation of the Energy Strategy of Ukraine.

Mzt Vladimir
Tarasenko, former
National coordinator
of BEurasian Steppes
Project

The project delivered many outputs that remained in use after the end of the
project, especially the methodology to assess whether an area has protected
species used before the land is developed or used for forestation. Currently
there is a draft Ministerial instruction based on the outputs of the projects
that would make such an assessment binding. These instructions contain
concrete guidelines for forest inspectors for protecting steppe areas.

The project has also produced a mapping of bionetworks in steppe areas,
which was for instance approved by the Luransk oblast with the result that
any development will need to take these routes into account and protect
them. However, a mapping of bionetworks for the whole of Ukraine is
needed.

The project also made the issue of protection of steppes public and this
resulted in that steppe protection became one of the 10 priorities of the NES.

Local people were informed how many and what type of cattle they could use
in steppe areas and trained how to develop a green-tourism in the area;

Inter ECO-NET,
Focus Group

There were high expectations for the Eurasian Steppes project, but only very
little results were achieved. Some materials were used by the project without
due referencing. Not much new information was produced. Not clear what

Discussion the project left in the country. The final report was not wildly distributed, not
even to expetts involved in protection of steppes.
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Yelena Panina

Team Leader Black
Sea Cooperation
Project

The key priority of this project was legislative development and after a
difficult inception phase eventually consensus was reached with the Ministry
of Environment. Concerning legislation, the project developed a draft law on
Coastal Zone Protection.

This draft law is interesting in that it was developed in a multidisciplinary
fashion with participation of legal, institutional, coastal planning experts, etc.
as well as with the Ministry.

The draft law has been submitted now for consultation and coordination with
other ministries, however, before that it was changed so that it is not clear
what the impact of the EC support now is. However, the direction of
environmental protection remains clearly orientated towards EU standards. In
addition, the close discussions with the Ministerial staff has brought benefits
to the capacity of the ministry.

The project also supported Ukraines participation in regional cooperation
fora, notably the Bukarest convention. One major issue here has also been to
promote the accession of the EU to the Bukarest convention.

EC support has been crucial to help Ukraine to progtess in environmental
protection: it has supported legislation to the extent that the current system is
acceptable from the point of view of EU standards. However,
implementation is very poor. This is partly due to that existing legislation is
not precise enough and requires some follow-up work.

Andriy and Nataliya
Andrusevych

The Black Sea Cooperation Project did not do any serious awareness raising,
the brochures it produced were too superficial and only talked about the
project whereas they should raise wider issues of coastal zone protection.
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Andriy and Nataliya
Andrusevych

Under TACIS, procedures for CSOs to participate were much too
complicated: they showed a large box containing just one application for a
grant; the amount of paperwork required is excessive, the list of documents
needed as annexes seems unnecessary long and not relevant! In addition,
everything had to be delivered in 6 hard copies, which is not sustainable from
an ecological point of view and resulted in significant shipping costs for the
organisations.

The requirement of cofinancing excludes a significant number of
organisations and is even for the larger CSO’s difficult, because a 10% co-
financing of a project of 300.000€ comes close to 3 months of budget for a
larger CSO. So, they had to take loans from banks under not very
advantegous conditions and incurring high risks for the organisation.

This is in particular because of the usual 6 months delays in funding, which
results in that the CSO will outspend its budget, taking loans and using funds
from other sources until they ate finally paid by the EC. It takes up to 13
months for the final payment. This is risky and unsustainable and causes
problems for the organisation’s other activities.

Hence, several CSO’s in Ukraine decided not to apply for EC grants or
project. In addition, the impression arises that it is always the same players
that get the projects while it is not transparent why.

Also many details of the rules are not feasible in practice: for instance that
everything would have to be purchased VAT free, but in Ukraine this is
simply impossible for CSOs executing EC projects. They cannot always avoid
paying VAT but are then not reimbursed for it, resulting in a loss for the
organisation.

Also the procedures to participate in CBC projects are far too complicated:
initially it was planned to have applicants submit a concept note (3-4 pages)
and only a selection would be invited to submit a full application. This would
makes sense since it limits the amount of work required. But nowadays it is
always required to submit the full application right away. This is only feasible
if the organisation stops working on other projects and concentrates its
resources on the application. In other words, these requirements contribute
to less activities in the field of environmental protection and more on
paperwork!

There has been training on CBC applications, but that training was not useful
since the application procedure remains too difficult for many small CSOs
and it remains necessary for each applicant to work his way through the long
manual for applications.

In addition, it took the EC 3 months to send a proof of receipt for the
application!

Andriy and Nataliya
Andrusevych

Various sources said that the fact the local staff in the delegation stay
sometimes for many years in their position (as opposed to international staff),
leads to a lack of transparency which CSOs received contracts from the EC.

There are some CSO who complain about the lack of communication from
the person in charge of environment in the Delegation and about the limited
communication from the Delegation in general. There exists the impression
that the Delegation is very selective as to with whom it communicates and
who will get information. There is not enough transparency.
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I 6.2.2 — Evidence that Commission’s interventions in such areas as energy and infrastructure
contributed to pilot good practices as regards environment protection

Assessment of the
EU-Ukraine Action
Plan , 2009.

Implementation of the Action Plan provisions on improving the
environmental profile of transport and energy has failed. As a matter of fact
environmental issues are not a priority for the Government of Ukraine. Low
priority given to these issues in the Action Plan further contributed to such
approach and insufficient implementation of relevant provisions. The key
problem is the delay in developing new transport policy when first steps are
taken beyond the Action Plan period. The progress with energy part of the
Action Plan is not better. State programs on energy efficiency and use of
renewable energy sources were developed and approved by governmental
bodies at a speed of a snail. Situation with nuclear safety is critical:
decommissioning of Chornobyl NPP is far behind the schedule and
overbudgeted comparing to initial plans, nuclear sector is yet to show any
progress in solving the problem of nuclear waste and spent fuel management.

Andriy and Nataliya
Andrusevych

Ukraine is still in the process towards land privatization, an issue that is
important for environmental protection. However, the Ministry of
Environment has no influence on agriculture which is problematic for
environmental protection.

Even if the Minsitry would have a lot of money, e.g. through budget support,
this would not mean that it have influence over other Ministries, because they
are connected to very important/powerful interests.

16.2.3 — Existence o

f a national strategy on environment protection

EC HQs

A key achievement has been the drafting of a National Environment Strategy
(NES, 2009-2020) by Ukraine. The drafting process was accompanied by the
Commission, which gave recommendations (both from HQ level as well as
through the Delegation) on how the NES could be improved as agreed in the
June 2008 Environment Sub-Committee.

The comments by the Commission have by and large been incorporated in the
NES, which can be considered as concrete result of how policy dialogue
contributes to improving environmental protection in Ukraine.

In addition, the process of drafting the NES while taking into consideration
Commission comments, can be considered as one of the outcomes of the
Association Agenda since it supported Ukraine in setting priorities in a broad
and demanding sector.

However, the NES as well as the National Environmental Action Plan (2009-
2013) have not yet been adopted by Parliament.

Assessment of the
EU-Ukraine Action
Plan , 2009.

The Cabinet of Ministers of Ukraine approved the Concept of the National
Environmental Policy of Ukraine for the period till 2020. The Strategy of
National Environmental Policy of Ukraine for the period till 2020 was
approved in June 2010 while the Action Plan for 5 years is under

development.(p.18)
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Assessment of the
EU-Ukraine Action
Plan , 2009.

There has been some progress in the field of adoption of plans and programs.
The Cabinet of Ministers of Ukraine adopted a few concepts. This is one of
the obligatory stages for development of the state special programs. The
Cabinet of Ministers adopted the following concepts:

- Concept of the National Environmental Policy of Ukraine till 2020,
approved by the Otrder of the Cabinet of Ministers of Ukraine No880-p of
October 17, 2007,

- Concept of the State Program of the Conservation of Biodiversity for 2005-
2025, approved by the Order of the Cabinet of Ministers of Ukraine No 675-p
of September 22, 2004 (it had been approved before the AP was signed);

- Concept of the State Program of the Development of Reserves till 2020,
approved by the Otrder of the Cabinet of Ministers of Ukraine No 70-p of
February 8, 2000.

According to these concepts a few draft plans and draft programs were
developed:

- Draft of the Strategy of the National Environmental Policy till 2020,

- Draft of the State Environmental Program of Conservation, Renovation and
Sustainable Use of Biodiversity of Ukraine for 2009-2027;

- Draft of the State Environmental Program of Development of Reserves till
2020.

A few drafts are now at the stage of approval by the Parliament of Ukraine.

National Ecological
Centre Ukraine

The adoption of a National Environmental Strategy (NES) would not change
much in practice since the key actors and Ministries will not take in into
account. There is no political will to enforce environmental protection over
other interests. The approval of the NES will not lead to a revision of national
strategies in other sectors even if there are contradictions with the NES.

After public consultations, the secretariat of the Council of Ministers

(NECU) . . . .
continued working on the strategy and it was not clear/ transparent which
version was submitted to patliament. Some of the changes are significant, so
was for instance the concept removed that polluters have to pay the “full
price” of the cost caused by the pollution.
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Mama-86 (Ukrainian
National
Environment NGO,
Kiev.

Since 2007 there have been three draft strategies for a NES, leading in 2008
to a relatively good NES for which civil society had been consulted (albeit
they were given only were little time to prepare (1 week)). CSO’s comments
were taken into account and the NES included measurable indicators.
However, before putting the NES before parliament, it was changed and the
indicators taken out.

Currently the Council of Ministers is trying to push a new NES through in
order to receive budget support from the EC; the NES was not put to
consultations with CSOs. This NES is deficient because it does not address
the real state of the environment in Ukraine but rather give an overly
optimistic picture while having an unrealistic list of things that will be done
without any clear link to available funding, nor are there priorities for
different actions, nor clear indicators how results will be measured.

It should also be noted that UEPLAC provided a draft NES, but that this was
of insufficient quality in the sense that it did not take into account the existing
legislative and administrative framework, nor did it provide good indicators.
It was too descriptive and not strategic (only process orientated and not result
orientated), and made heavy use of UNDP reports without much own
original work.

Hence there is a great need for TA to improve the current NES and establish
a concrete Action Plan for its implementation.

Inter Eco-Net
Focus Group
Discussion

The NES is not connected to reality, to the practice of what is de facto
implemented. Many proposed programmes are not realistic and the strategy is
not connected to a budget.

Olena Maslyukivska
(Senior Lecturer at
National University
of "Kyiv-Mohyla
Academy")

The NES is not of the best quality, especially in the sense of including
measurable and realistic indicators
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I 6.2.4 — Existence of framework legislation and procedures for key environmental sub-
sectors (watet, air, solid waste, protection of natural resources)

Evaluation of
Environment
Projects under

TACIS RAP

There are many draft programs in different sub-sectors, but in 2009 only one
program was approved (State Program “On Forests of Ukraine” for 2010 —
2015).

Assessment of the
EU-Ukraine Action
Plan , 2009.

Regarding the existence of framework legislation and procedures for key
environmental sub-sectors (water, air, solid waste, protection of natural
resources), a group of Ukrainian environmental experts concludes that there
is no political will to implement measures on adaptation of the water
legislation of Ukraine to the EU legislation. No responsible state bodies for
the effective implementation of water legislation had been appointed by
March 2009. The report also states that there is a low technical level of
preparation of Ukraine for the adaptation of water legislation. The level of the
implementation of water related issues of the State Program on Adaptation of
the Legislation of Ukraine to the EU Legislation is considered very low. On
the other hand, the proper legislation and key procedures for the
environmental impact assessment (EIA) are in place. Also, skilled human
resources in water issues exist.

Andriy and Nataliya
Andrusevych

The Annual Measures to Implement the EU — Ukraine Action Plan provided
for adoption of a number of programmes and plans on various
environmental issues, including a State Program on the Conservation of
Biodiversity for 2005-2015. No such programme has been adopted.

Assessment of the
EU-Ukraine Action
Plan , 2009.

There is no political will to implement measures on adaptation of the water
legislation of Ukraine to the EU legislation.

There is low technical level of preparation of Ukraine for the adaptation of
water legislation. The level of the implementation of water related issues of
the State Program on Adaptation of the Legislation of Ukraine to the EU
Legislation is very low.

Human resources in water issues are well skilled and the population wants to
have access to good quality drinking and bathing water. These actors may
help to make necessary progress in this field. (p.15)

1.6.2.5 — Existence and actual implementation of national programmes and plans for key
environment sub-sectors

Andriy and Nataliya
Andrusevych

The following concepts of programs or drafts plans and programmes were
developed: Concept of the National Environmental Policy of Ukraine for the
period till 2020, Concept of the National Program on Conservation of
Biodiversity for 2005-2025, Concept of the National Program of
Development of Reserves for the period till 2020; draft Strategy of the
National Environmental Policy for the period till 2020, draft National
Program of Development of Resetves for the period till 2020.

Assessment of the
EU-Ukraine Action
Plan , 2009.

The annual implementation reports of the EU-Ukraine Action Plan indicate
the level of implementation of such measures. The level of implementation of
these measures in the field of environmental protection is very low. For
example, in 2007 no measure provided in the field of environmental
protection was implemented. The indicated measures were postponed to the
next 2008 year.(p.23)
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Assessment of the
EU-Ukraine Action
Plan , 2009.

The issue of protection, reproduction and use of water resources is complex
and therefore these issues fall within the competence of various authorities in
Ukraine.

One example of the implementation experience of certain EU directives is
the Law “On Drinking Water and Drinking Water Supply”. Article 6 of this
Law provides for the “approximation of requirements of state standards for
drinking water, drinking water production technologies as well as means of
measurement and methods of assessment to the relevant standards,
technologies, tools and methods adopted in the European Union”.

Today Ukraine has two legal acts on the quality of drinking water: State
Standard 2874-82 “Drinking Water. Hygienic Requirements and Control of
Quality” and State Sanitary Rules and Norms 136/1940 “Drinking Water.
Hygienic Requirements for Water Quality of Centralized Household Drinking
Water Supply”. It should be noted that while the State Standard 2874-82
provides for the monitoring of water quality using 28 indicators, the State
sanitary rules and norms provide for twice as much indicators (56 indicators),
which is even more than envisaged in the EU Directive 98/83 EEC.

State sanitary rules and norms are not applied to bottled drinking water and
water from local water sources if they are not used by a centralized water
supply system and without pipe split network. This does not meet the
European Directive 98/83 EEC. Howevet, it should be noted that State
sanitary rules and norms 136/1940 constitute, to a large extent, a compromise
document that takes into account the provisions of the WHO Guidelines
(1992) and Directive 98/83 EEC.

State sanitary rules and norms 136/1940 has been in force for over 10 years
and but still is not fully introduced into drinking water supply system. E.g., if
one examines information about the water quality of centralized water supply
soutrces in the city of Kyiv on December 2008, the indicators of drinking
water met State Standard 2874-82 "Drinking Watet", i.e., water quality was
controlled according to the State Standard.

The reasons are obvious: the inability of outdated water treatment
technologies to ensure the desired quality of drinking water, lack of necessary
research and their adequate laboratory equipment. The above reasons are
impeding and will impede future adaptation of Ukrainian legislation on water
resources to the European Law. This also applies to the Council Directive
91/271/EEC concerning urban wastewater treatment and many other
“technical” Council directives, including Directive 2000/60/EEC of the
European Parliament and the Council of October 23, 2000 (“Water
Framework Directive”), which says that development of the river basins
management plans should include measures that are required by the
Directives 76/160/EEC, 79/409/EEC, 98/83/EEC, 96/82/EEC,
85/337/EEC, 86/278/EEC, 91/271/EEC, 91/414/EEC, 91/676/EEC,
92/43/EEC, 96/61/EEC). The outdated equipment and lack of own
production of necessary clean-up and laboratory equipment will hinder the
transition of Ukraine to the EU standards.
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I 6.2.6 — Existence and actual enforcement of legislation and procedures relative to
environment protection in such sectors of the economy as industry, transport, agriculture

Assessment of the
EU-Ukraine Action
Plan , 2009.

In Ukraine there is no political will to strengthen the priority of the
environmental policy and its integration into the development strategies of
the country.

It is necessary to adopt the Strategy of Sustainable Development and to
ensure the integration of environmental considerations into the key policy
sectors.

It is necessary to create special bodies to ensure the effective integration of
environmental considerations and development and future implementation
of the Strategy on Sustainable Development.(p.18)

Andriy and Nataliya
Andrusevych

The level of implementation of Action Plan provisions aiming at improving
the environmental profile of transport and energy is very low. There is a
delay in developing of the new transport policy and actual start of activities
on its preparation is beyond the Action Plan period. The government didn’t
develop or approve the state programs on energy efficiency and use of
renewable energy.

Assessment of the
EU-Ukraine Action
Plan , 2009.

The strategic planning of social and economic development and sectoral
national policies hardly takes into account the environmental considerations.

According to the Methodological Recommendations on Planning of the
Regional Development Strategies, the environmental considerations have to
be integrated into the mechanism of development of the Regional
Development Strategies, and the alternative scenarios have to be analyzed.

The procedure of the coordination of the decision-making of the Cabinet of
Minister of Ukraine according to the Regulation of the Cabinet of Ministers
provides for some opportunities for the integration of environmental
considerations.

In general, the strategic planning of social and economic development and
sectoral policies hardly takes into account the environmental protection
considerations. The “integration” takes place in the form of preparation of a
separate chapter, mostly small. The SEA doesn’t take place, the alternatives
are not considered. The Law of Ukraine “On State Forecasting and
Development of the Programs of Economic and Social Development of
Ukraine” (2000) defines the order of preparation, approval and content o the
programs of the economic and social development of Ukraine, which doesn’t
provide for environmental considerations.
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Interview in
Ministry of
Environment

At the present time the system of management of the central state bodies
includes only some elements and prototypes of administrative mechanisms
for the integration of environmental considerations into the sectoral
policies. There are positive examples of integration environmental
considerations into sectoral policies. For example, the State Specific
Program of the Ukrainian Village Development till 2015, approved by the
Regulation of the Cabinet of Ministers of Ukraine No. 1158 of September
19, 2009, provides for integrated environmental considerations in its
objectives and tasks.

The procedures of the Regulation of the Cabinet of Ministers of Ukraine
provide for some possibilities for the Ministry of Environmental Protection
to carry out an integrated environmental policy. Nevertheless, the lack of
legislative requirements for integration of environmental policy into sectoral
policy doesn’t make the environmental policy a cross-cutting issue.

National Ecological
centre Ukraine

The level of fines for polluters has been too low over the last years, giving
an incentive to continue polluting instead of innovating/renovating.
However, it seems that a draft tax code, currently under preparation is

ECU 4 . .
N ) increasing the fines substantially.
Andriy and Nataliya Env1ronm§ntal concerns are n(?t takeg into account in cher policies, for
instance higher risks of floods in certain areas due to climate change are not
Andrusevych

taken into account in housing planning.

I 6.2.7 — Capacity development of the administrations in charge of permissions,
enforcement and inspections in relation to environment protection

Andriy and Nataliya
Andrusevych

The distribution of powers of and among the state authorities responsible
for environmental protection issues, including the Ministry of
Environmental Protection, was not subject to comprehensive revision for
years. The key policy document in environmental protection area - the Main
Directions of the State Policy of Ukraine in the Field of Environmental
Protection, Use of Natural Resources and Environmental Safety (1999) - has
never been revised.

Assessment of the
EU-Ukraine Action
Plan , 2009.

There’s a need for capacity building of the personnel involved in the area of
modern technologies, lack of access to databases containing modern data on
possible risks and impacts of certain planned activities (p.54)

Assessment of the
EU-Ukraine Action
Plan , 2009.

Implementation of European system of integrated pollution prevention and
control according to Directive 2008/1/EC is the most important task for
reforming the existing Ukrainian system.

The Ministry of Environment Protection of Ukraine (MEP) designates
authority to administer and issue permits to its territorial agencies. All 27
regional (oblast) agencies employ 130 officers altogether; they are dealing with
permits for more than 15,000 enterprises. Out of these officers approximately
41% deals with atmospheric air, 37% - water use and discharges, and 22% -
solid waste disposal. However, their salaries are significantly lower than in
commercial sector; there is also lack of toolkits and methodologies. (p.60)

Inspection activities are fulfilled by the State Environmental Inspectorate and
its special regional bodies (the State Environmental Inspectorate of the
Autonomous Republic of Crimea, oblasts, Kyiv and Sevastopol cities, Black
Sea and Azov Sea matine inspectorates). Effectiveness of their activities needs
improvement.
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Assessment of the
EU-Ukraine Action
Plan , 2009.

The permitting and enforcement system of Ukraine has all necessary elements
and in general corresponds to international practice of environmental
protection management. However, permitting, enforcement and compliance
practice differs significantly from the European Union standards primarily
because of absence of practical toolkits and technical conditions as part of
permits. The system was inherited from Soviet times and still relies on
unrealistic sanitary-hygienic norms. This leads to immense gap between
declared strict legal standards and actual environmental impact.

The situation may be improved by implementation of the Directive
2008/1/EC on Integrated Pollution Prevention and Control and broad use of
best available technique approach.(p.61)

Mr Tarashenko,
former National
coordinator of
Eurasian Steppes
Project

Inspection and enforcement of legislation remains the key problem, it is
limited both by human and financial resources. Efficiency needs also to be
improved by use of IT.

Inspectors are locally employed and can thus come under pressure from local
administrations who in turn respond to powerful local interests.

Inspectors earn to little (700-800 UHA per month) and are thus susceptible to
corruption.

There is no reliable and up to date information on which to base the
inspections, for instance there is no registry for livestock and no chipping
system.

Most importantly needed is a comprehensive mapping of the environmental

status quo of Ukraine, including resources and biodiversity, and a better
training and payment of the inspectors.

Olena Maslyukivska
(Senior Lecturer at
National University
of "Kyiv-Mohyla
Academy")

The key problem for enforcement is the lack of reliable and up to date data.

JC 6.3 — The Commission’s cooperation contributed to Ukraine fulfilling its international
commitments in the field of environment protection and being actively involved in regional
cooperation on environmental issues

Preliminary findings related to the JC based on the findings of the Indicators

There is progress in ratification by Ukraine of international conventions and protocols. The most
recent ratifications include the Protocol on Conservation and Sustainable Use of Biological and
Landscape Diversity, the Framework Convention on the Protection and Sustainable Development
of the Carpathians, Protocol on Liability and Compensation for Damage Resulting from
Transboundary Movements of Hazardous Wastes and their Disposal, Amendment to the Annex B
to the Kyoto Protocol to the UN Framework Convention on Climate Change, etc.

However, the implementation of the ratified international instrument remains weak. Ukraine is
subject to two non-compliance procedures (under Espoo and Aarhus Conventions). In 2009,
proposed legislative initiatives in the context of Aarhus Convention implementation were subject to
strong criticism by the experts. Some steps were taken to ensure compliance with Espoo
Convention in the course of implementation of the Danube — Blask Sea Phase 1I project (e.g.final
decisions annulled, notifications sent). However, the practice and legislative framework remains
inadequate to ensure implementation of those conventions. There’s a general lack of control over
compliance with environmental multilateral agreements.

Source: WWF report “Implementation of the ENP in Ukraine” (2009) based on Information
provided by the Resource and Analysis Center “Society and Environment”, Ukraine.
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Ukraine ratified the following international conventions and protocols: Black Sea Biodiversity and
Landscape Conservation Protocol to the Convention on the Protection of the Black Sea Against
Pollution, the European Landscape Convention, Stockholm Convention on Persistent Organic
Polluters.

The key problem is compliance with existing obligations under environmental treaties. Relevant
bodies of the Bern, Aarhus and Espoo Conventions have found Ukraine in non-compliance with its
obligations under these treaties.

The Annual Measures provided for several tasks to implement this objective, including creating and
improving management of cross-border protected areas, development of bilateral agreement with
Moldova on the use of protection of Dnister river water resources. Some of these are still being
implemented.

Some of the problems identified include lack of information about bilateral cooperation, the need
to intensify the dialogue on transboundary issues and lack of joint cross-border projects with the
countries where EU financial support is not available.

Ukraine is interested to develop cooperation with the European Environmental Agency on the
following issues: creation of the legal basis for effective implementation in Ukraine of the
mechanisms of Kyoto Protocol and UN Framework Convention to Combat Climate Change;
protection and management of water resources; improvement of management mechanisms; air
protection, especially in the industrial regions; protection and conservation of biodiversity;
environmental education; public participation in decision-making and access to justice on
environmental matters (p.30).

Ukraine developed a complex national system for reporting on the implementation of international
conventions. However, the last report stems from 2006 raising questions about the usefulness of
such a system.

Ukraine had a pattern of signing international agreements as a form of “ministerial tourism”, so that
Ministers could travel abroad and get publicity, but once back in the country it was never
implemented what they had ratified. The problem with many conventions is that they do not have a
complaints mechanisms for the public or an non-compliance mechanism with some real leverage.
The worst what can happen is that Ukraine is expelled which is not in the interest of environmental
protection.

The focus of EC cooperation has been too narrowly concentrated on Aarhus and Espoo
conventions: they deal primarily with the process of environmental protection not with the content.
It is therefore necessary to take other conventions that Ukraine has signed into account: for
instance the Basel convention is potentially violated by Ukraine’s import of waste.

The Association Agreement lists in an annex international agreements that Ukraine has to fully
implement, however, no practical/concrete steps are desctribed, nor are deadlines or mechanisms
for noncompliance fixed.
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I 6.3.1 — Actions undertaken by the GoU to implement the provisions of the Kyoto Protocol
and of the UN Framework Convention on Climate Change

Assessment of the
EU-Ukraine Action

Current and forecasted levels of economy growth in Ukraine suggest that
Ukraine is unlikely to be in non-compliance with its obligations under Kyoto
Protocol in any foreseeable future. Steps taken by Ukraine to implement
UNFCC and Kyoto Protocol were not comprehensive and focused primatily
on two issues: use of joint implementation and emission trading. In the case
of joint implementation, the “rules of the game” were changed several times

Plan , 2009. by the Government resulting in barriers in the use of this financial
mechanism under Kyoto Protocol. The Government yet made full
preparations to start emission trading. It is unclear how the funds raised from
emission trading will be used.!
Steps taken by Ukraine to implement UNFCCC and Kyoto Protocol were not
comprehensive and focused primarily on two issues: use of joint
implementation and emission trading. In the case of joint implementation, the
“rules of the game” were changed several times by the Government resulting
in barriers in the use of this financial mechanism under Kyoto Protocol. The
Government yet made full preparations to start emission trading. It is unclear

Andriy and Nataliya | how the funds raised from emission trading will be used.

Andrusevych It is necessary to improve quality of national inventory report, to set

transparent and clear rules for joint implementation projects, to ensure
transparent emission trading mechanisms with clear conditions on the use of
funds gained, to develop in consultation with local authorities regional
strategies on mitigation of climate change impacts, to develop plans for
adaptation to climate change, to effectively implement sectoral programs
which support Kyoto goals (such as those on energy efficiency).

Interview in
Ministry of
Environment

National Environmental Investment Agency was set up. National
Greenhouse Gas Inventory created.

Source: Assessment of the EU-Ukraine Action Plan implementation (environmental component), 2009.
Resource and Analysis Center “Society and Environment”, report obtained from the WWZF Ukraine desk.
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Assessment of the
EU-Ukraine Action
Plan , 2009.

Compliance with Kyoto Protocol by Ukraine is largely result of significant
decrease in industrial production (as compared to the base year of 1990).
Ukraine has no national strategy on emission reduction of greenhouse gasses.
Instead, Ukraine adopted National Action Plan for Implementation of Kyoto
Protocol (2005) and a number of other legal acts. The key objective of the
legislative and administrative actions taken is to facilitate use of financial
mechanisms under Kyoto Protocol. In particular, significant attention was
given to clearing the way for trade in emissions and joint implementation
projects. E.g, the National Action Plan for Implementation of Kyoto
Protocol primarily focuses on the development of greenhouse emissions and
bsorption inventory and preparation for use of financial mechanisms. A
whole body of secondary legislation was adopted in the area of joint
implementation projects and emissions trade. Several bilateral agreements
were signed with the same purpose (e.g, with France and Japan). The
National Environmental Investments Agency (set up in 2007) has its key
objective (as far as Kyoto Protocol is concerned) to implement financial
mechanisms of the Protocol.

From this perspective Ukraine is demonstrating huge progress in
implementation of Kyoto Protocol. At the same time, national
implementation does not address adaptation to climate change and reduction
of GHG emissions per GDP unit. For example, the ratio (index) of CO2
emissions per GDP unit is 7483 for Ukraine while world average is 846
(developed countries — 565, Europe — 640), metric tones of CO2 per 1million USD
of GDP, data as of 2004, source: World Resources Institute. In particular, the
National Environmental Investments Agency has little authority to develop
and implement programs for reduction of GHG emissions in industry.

16.3.2 — Evidence of an active contribution of Ukraine to the Black Sea Commission

Interview with

Madeleine Ukraine was recently the chair of this commission.
Majorenko, EC
Ukraine has ratified the Bucharest convention, but de facto is not
Andriy and Nataliya | implementing all that is required by the Black Sea Commission.
Andrusevych There has been no political will to work actively in the Commission and there

were too many changes in the Ministry
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I 6.3.3 — Evidence of an active participation of Ukraine in the Danube-Black Sea (DANBAS)

Task Force

National Ecological
centre Ukraine

(NECU)

Ukraine has participated in the Task Force meetings, but not fully
implemented its recommendations.

1.6.3.4 — Evidence of implementation by Ukraine of the Convention on Environmental
Impact Assessment in a Transboundary Context (Espoo Convention)

Assessment of the
EU-Ukraine Action
Plan , 2009.

Meetings of the Parties (MOP) of the Espoo Convention (IV) and Aarhus
Convention (II and IIT) found Ukraine in non-compliance with its obligations
under these conventions in the course of construction of the Danube — Black
Sea shipping canal. In addition, the decisions by Aarhus Convention MOPs
found Ukraine in general non-compliance with certain Aarhus Convention
provisions. The third MOP of the Aarhus Convention adopted a conditional
caution to Ukraine; similar conditional caution by Espoo Convention MOP
did not come into effect due to Ukraine’s withdrawal of its final decision on
the canal.

Assessment of the
EU-Ukraine Action
Plan , 2009.

Ukraine is a party to the Convention on Environmental Impact Assessment
in a Transboundary Context (Espoo Convention, 1991) which sets
procedures for consultations with other countries in case of likely significant
adverse impacts of the planned activity on the environment of other
countries. In Ukraine, dully ratified international treaties are part of national
legislation and can be enforced with accordance with law (art.19 of the Law
of Ukraine on International Treaties of Ukraine, 2004). If an international
treaty establishes rules other than those in national legislation, the rules of
international treaty shall apply (art.19.2. of the Law of Ukraine on
International Treaties of Ukraine). Paragraph 1.11 of the State Building
Norms A.2.2-1-2003 has a direct reference to Espoo Convention. At the
same time, in practice such procedures were never applied, including in
violation of the obligations under Espoo Convention.

I 6.3.5 — Evidence of an active involvement of Ukraine in the EECCA component of the EU

Water Initiative

Assessment of the
EU-Ukraine Action
Plan , 2009.

No legislative acts were adopted, but some law drafting started. E.g., there
was developed draft “Technical Regulations on the Quality of Water for
Human consumption”. Some of the quality indicators their meet, to some
extent, Directive 98/83/EEC.
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EQ 7 on Energy

To what extent has the Commission supported the development of sustainable, secure and

efficient supply and use of energy?

Judgement criteria and indicators

JC 7.1 — Progress is made towards integration of the Ukrainian electricity and gas markets into the
EU’s internal energy market

Preliminary findings related to the JC based on the findings of the Indicators

= ]7.1.1- Existence of independent energy regulatory institutions

For the last twelve years the international community (the World Bank, the EBRD

Twinning and the EC) provided assistance to Ukraine help to liberalize its energy industry
project at system.
NERC A National Electricity Regulatory Commission has been created in 1994 and its

mandate was extended to gas in 2006.

Electricity : the necessary technical skills and regulatory capabilities have been
transferred to the NERC through a twinning project that was terminated in April
2009. Therefore NERC has the capacity to ensure the development of primary and
secondary legislation in line with EU guidelines The impact on the Beneficiary
Country administration has been significant in regard to the: (i) understanding of the
implementation of the acquis communantaire in Ukraine’s future relationship with the
EU and in particular their membership to the Energy Community of South East
Europe; (i) preparing for the harmonisation of Ukrainian electricity regulation with

Twinning the EU Directives; (i) meeting pricing, tariffs and benchmarking challenges; (iv)

project at meeting quality regulation challenges; (v) meeting challenges to the implementation

NERC of the WEM concept; (vi) understanding unbundling issues and the role the
Regulator plays in them.

Existing laws have to be amended, a proposal has been proposed to the Parliament
but has not been adopted.

The wholesale market is generally working but is still capped.

Etc

"  Gas: a twinning project with similar objectives started in March 2010

Two indicators of the Energy SBS read: “2.1 Submit for consideration of the
Verkhovna Rada of Ukraine draft Law on State regulation of energy” and “2.2
JMG, 2009 | Implement the new Law on State regulation of energy”.

In September 2009 the Delegation notes: “The draft Law on State regulation is in
Vekhovna Rada since November 2007. No further steps have been done so far.”

= 17.1.2 - Evidence of market-based revisions of the electricity and gas pricing system

Generating companies produce electricity and transmit it to Energorynok, a
wholesale market administrator, which buys total electricity produced and sells it to
distributing companies i.e. ‘oblenergos’ and independent suppliers. Technical
support of the wholesale electricity delivery is provided by Ukrenergo, while
Energorynok is engaged in electricity accounting and administration of the payment
system. Oblenergos and independent suppliers distribute electricity to retail
customers and large industrial customers.

CASE,
2007
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JMG, 2009

An indicator of the Energy SBS reads: “2.3 Adopt and implement the Strategy for
providing social protection of the population under condition of increases of prices
of energy resources”.

In September 2009 the Delegation notes: “The strategy has not been developed.
Some other documents have been adopted by the Cabinet of Ministers recently,
which still foresee cross-subsidies.”

JMG, 2009

An indicator of the Energy SBS reads: “2.4 Prepate draft primary and secondary
legislation necessary to harmonise Ukrainian legislation with the EU Directives on
electricity and gas, based on the agreed recommendations of the twinning projects
on electricity and gas markets. Implement the adopted legislation.”

In September 2009 the Delegation notes: “Draft Law “about revision of the Law of
Ukraine “About Electricity” was developed in March 2009 and is currently with the
Ministry of fuel and energy for revision following comments from relevant
committee in Verkhovna Rada; draft Law “On principles for the functioning of the
natural gas market” is currently being revised in accordance with the EC comments.”

Support
Integration
to electricity
TENs

In the sphere of power sector, a lot has been done for adaptation of Ukrainian

legislation to the EU one:

e the main principles of functioning of the power sector are established, the body
with special status (Regulator) was set up;

e anumber of important legal and regulatory acts are ongoing to improve the
electricity market’s functioning in compliance with the requirements of the
“acquis communitaire”.

Nevertheless, the Ukrainian legislation is not completely in compliance with the EC

Electricity Directive 2003/54 and, consequently, it will require amendments.

The issues to be addressed (actions are already foreseen by the Government for

some of them) are:

e unbundling: unbundling requirements are only partially satisfied;

e authorization for new Generation: specific authorization procedure for
construction of new generating capacity is not in place; critetia for granting
authorization for construction of generating capacity are not laid down.

e Third Party Access (TPA): system of regulated access to the transmission system
in line with the Electricity Directive is not in place in Ukraine;

e Independent National Regulator: despite that the Regulatory body (NERC) was
established, its legal status is not yet determined at the highest legislative level;

e cxport-import regulation: activity on export and import of electricity is not duly
regulated by the legislation;

e right of consumer to choose electricity supplier: despite that the Law of Ukraine
“On Power Industry” declares the consumer right to choose electricity supplier,
a workable mechanism for households to exercise such a right does not exist and
such right cannot be really realized;

® consumer protection:

- no provision is foreseen in the Ukrainian legislation on protection of
vulnerable customers;

- provisions on protection of rights of small and medium enterprises are not
in place;

- commitment for electricity suppliers to inform about sources of electricity
and influence of its generation on environment is not foreseen.
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Support
Integration

to electricity
TENs

Wholesale Electricity Market (WEM) concept is generally working and a new market

design is in progress under WB project.

Transparency is still a major problem in Ukraine, dealing mainly with:

e  fuel markets;

e communication with sector, specially on market rules, common goals visions and
general direction;

e transmission and distribution tariffs (presently like a black box)

e ownership in the sector;

e real costs; they are not revealed and difficulties are experienced with cost
recovery; this implies poor investment climate to attract foreign capital.

There is still a lack of implementation of legal acts. Supplier choice is in the law, but

it will not be implemented in at least 7 years (in the Consultant opinion); no

definitive goal has been set since the law has been approved.

Instead to really regulate the market, the Regulator (INERC) controls it by:

e  capping prices on the WEM;

e making complicated tariff systems.

The relationship between Distributors (DSOs) and Customers shows still major

problems:

e cross-subsidization between consumer groups;

e subsidization between DSOs;

e Jack of unbundling in DSOs.

Support
Integration
to electricity
TENSs

In order to assure a possible synchronization of Ukrainian grid with UCTE in
compliance with UCTE rules (reliability, as adequacy and security, to be assured in
the whole synchronous area) various types of provisions are needed from Ukrainian
side:

o modernization of the system to improve the technical standard of the various
elements of the grid: not directly linked to UCTE requirements but as a
prerequisite.

o increase of the reliability in long-term time frame (Investment horizon): provisions to
assure the adequate balance between generation and load in the UCTE
interconnected scenario.

o increase of the reliability in short term time frame (operational horizon) by means of:

- provisions to assure the adequate and sure performance of the system in the
new topology of the grid (disconnection from Russia and connection with
UCTE)

- provisions to assure the respect of UCTE operational rules (frequency
regulation, N-1 security criteria, etc.)

In order to participate in the European Electricity Market, additional measures are

needed to be compliant with, at least, the most critical environmental rules (air

pollution issue).

The real critical issue lies in the synchronous disconnection of Ukrainian power

system from the Russian (CIS) one: such a disconnection implies grid reinforcements

mainly in the eastern part of the Country. In fact the Ukrainian power system was
planned, designed, developed and operated to be totally integrated in the Russian
one. On the contrary, the interconnection with other countries on western Ukrainian
border was well developed in the past and thus it requires fewer investments than
expected.
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I7.1.3 - Share of unregulated losses and of network losses

Technological losses of electricity amounted to 25.035 TWh in 2005, which is 14.7%

CASE, of total electricity volume in network. Noteworthy, the level of losses is growing

2007 constantly; specifically, the current volume of losses is 1.6 times higher than in 1990
and 2-2.5 times higher than in developed countries.

Statistical Electricity transmission losses have decreased from 19.7% of the output in 2001 to

Committee | 11.9% in 2009.

1.7.1.4 — Payment recovery rate of electricity and gas deliveries

In 1999, cash payments for electricity purchased in the wholesale market represented
only 7-10 percent of the actual value of electricity. By 2005, most distribution
companies were paying back 100 percent of their electricity purchases and were
beginning to pay back debt.

Currently Energorynok is the largest debtor in the electricity market. In 2005 its
payables to generation companies and Ukrenergo reached UAH 18,323 mln. But
company’s net debt accounted for only UAH 2,361 mln, whereas UAH 15,962 mln

;:6%57]3’ was owned to Energorynok by distribution companies. Consumer debt to
distribution companies constituted UAH 10,529 mln as of 1 January, 2006. Despite
continuing increase of the accrued amount of non-payments, growth rates have been
decreasing since 2001.

Electricity tariffs for households are still below cost coverage level. In 2006 they

CASE, were raised twice by 25%, and now, according to NERC estimates, they cover 60%

2007 of electricity cost. In order to household tariffs to electricity cost, the government is
planning to increase the tariffs by about 30% in 2007.

Support

Integration | Over the last years the situation with collection of the cash payments for electricity

to electricity
TENs

consumed was significantly improved and reached about 96% in 2004.

JMG, 2009

An indicator of the Energy SBS reads: “2.5 Gas, electricity and heat tariffs continue
to gradually move towards economically justified levels.”

In September 2009 the Delegation notes: “Tariffs for gas have been increased in
December 2008. The recent decision by NERC regarding further increase of gas
prices for population has been blocked by the court. Tariffs for electricity have not
been increased due to economic crisis.”

17.1.5 — Existence of electricity and gas transmission system operators independent

from other activities not related to transmission

Local
Source

Neither the electricity nor the gas transmission systems have been unbundled yet.

between

I7.1.6 — Evidence of progress towards creating the conditions for interconnection

the UCTE system and the Ukrainian electricity grid system

Support
Integration
to electricity
TENs

The first concrete step towards Ukraine’s integration into the European electricity
networks was the creation of the so called “Burshtyn Island” in the western part of
Ukraine and isolated from the rest of Ukrainian network, which consists of 2 thermal
and 1 hydro power plants with a total installed capacity of 1.8 GW and 220-750kV
lines to Hungary, Slovakia and Romania. The system of “Burshtyn Island” is
upgraded according to UCTE requirements. The synchronisation took place in July
2002 and after successful one-year trial operation the permanent synchronous
connection was approved by UCTE in September 2003.
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il:tip (r);:tfion The key energy players are involved in the project from the Ukrainian side as
SFATOT ) eneficiaries. They are the National Energy Regulatory Commission of Ukraine, the
to electrieity | o mpany "Energorynok”, the C "Ukrenergo" and the National Joint Stock
TENS. pany "Energorynok”, the Company energo" and the National Joint Stoc
ROM Company "Energy Company of Ukraine".
The project has three specific objectives, namely:
1. To assess Ukraine’s current power infrastructure and interconnection compatibility, and address
relative energy security issue
2. To assist Beneficiary/ Project partner in strengthening Ukrainian 1 egislation and institutional
capacity towards integration to EU electricity network
Support 3. To support Beneficiary/ Project Partner in developing the Ukrainian strategy and implementation
Integration | plan for progressive participation to Electricity-TENS.
to electricity | -y, project results delivered to date create a potential for achieving the first two
TENs, specific objectives under conditions of the completion of the first seven Tasks in full
ROM and their acceptance by the beneficiaries.
The third specific objective is admittedly non-achievable in the framework of the
current project. Much more time and efforts are needed to make the project findings
to work towards the aim declared by Ukraine in order to join the EU energy
community. The project is able to create a basis, which should be supplemented by
further efforts from the Ukrainian side.
A political will to integrate into the EU energy market was confirmed by the
President of Ukraine during the recent 8th International Economic Forum in Lviv.
The related Ukrainian legislation is being adapted to the EU legislation however it is
still not completely in line with the latter.
The Strategy of Ukraine's Energy Sector Development till the year 2030, which was
Support adopted, emphasises the necessity of harmonisation of Ukrainian rules and standards
Integration | to those of the EU, gradual development of sector infrastructure to an adequate
to electricity level, training of staff and other measures. These are in full compliance with the
TENS, above wider objective.
ROM

State funds exist, but are not sufficient; additional investments are required.
Although drafted, the Ukrainian Electricity Grid has not been yet adopted.

Wholesale Electricity Market concept is generally working in Ukraine. All the major
stakeholders are in place such as unbundled Transmission System Operator, a
regulator and a market operator. However there are some important issues and and
obstacles to be overcome, which were addressed by the project.
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Upgrading of the whole Ukrainian grid up to the UCTE requirements will need
considerable resources. The critical issue is the disconnection of the Eastern part of
Ukraine with Russian Federation, which requires major investments. The preliminary
estimation of total investments needed to add line length and transformers ranges
from 450 to 550 MEURO for the Base Case (medium scenario) in the time period
from 2010 up to 2020.

Support Huge additional investments estimated in the range from 630 to 800 MEURO will

Integration be required for the telecommunication system (e.g. installation of optical fiber in the

to electricity electrical lines), for the modernisation of dispatching and control of the system, for

TENS, operation of the system, etc.

ROM Some state money was allocated and will be allocated in future, however it is
certainly not sufficient.
Interest of IFIs in investing to the improvement of the electricity network
interconnection infrastructure in the country is an important condition for realisation
of the project goal. The ToR mention the investment promotion by means of
dissemination actions (meetings, presentations, discussions, round tables, etc.), which
should be addressed by the project during the time remaining.
The declared interest to the project results from the beneficiaries' side is high,

Support however the real involvement in the project activities is insufficient.

Integration | The present communication scheme, where the beneficiary companies should

to electricity | communicate with the contractor's team through the main partner (Ministry)

TENS, whatever the case, appears to be too complicated and bureaucratic. The significant

ROM initial delays supplemented with the inadequate cooperation have reduced the level
of ownership of the project by beneficiaries.

Support A feasibility study was completed in January 2009.

Integration | It concluded that the interconnection was possible, but under certain conditions

to electricity
TEN

The ministry is now finalising a project aimed at studying the dynamic stability of an
interconnected grid.

Support
Ukrainian
progress
Integration
to electricity

An Action Plan has been produced in 2007.

It has been endorsed by the Ministry but concerned operators are not convinced of
the interest of the interconnection

An indicator of the Energy SBS reads: “4.3 Elaborate a comprehensive Action Plan
to integrate the united power system of Ukraine into the electricity TEN”.

JMG, 2009 _ . .
In September 2009 the Delegation notes: ““The Ministry of fuel and energy is actively
cooperating with the UCTE and is going to develop and Action Plan soon.”
An indicator of the Energy SBS reads: “6. Finalise with the IFIs the financing
agreements for priority infrastructure projects, taking into account the list of projects
MG, 2009 defined in the Aide-memoire of 22/10/2006.”

In September 2009 the Delegation notes: “Electricity: loan agreement for item 12 of
Annex A (Rivne NPP-Kyivska) signed in 2008; loan agreements for items 13
(Novoodesa-Artsyz) and item 14 (Krymenergo) are under development.”
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JC 7.2 — Security of energy supplies and the transit of hydrocarbons are ensured

Preliminary findings related to the JC based on the findings of the Indicators

= 17.2.1 - Results of the audits of the existing hydrocarbon transit and supply network

INOGATE InvesFments for about €2.5 million are requested to maintain Ukraine transit network
capacity

= ]17.2.2 - Existence of a safety and security monitoring of the Ukraine hydrocarbon

transit and supply network

An indicator of the Energy SBS reads: “5.1 Adopt and implement a development
plan for the safety and security monitoring system for the hydrocarbon transit
networks”.

In September 2009 the Delegation notes: “Naftogaz developed last year a

MG, 2009 ) o )
MG, Programme on reconstruction and modernisation of gas transportation system up to
2016. Possibly, measures on safety and security of monitoring system are there.
Requires further investigation. No information regarding monitoring system for the
oil transit network is provided.”
* 17.2.3 - Development of additional sources and supply routes for gas and oil to Ukraine

and onwards to the EU

Open
literature

The recent evolution of world gas markets (fall of spot prices, decline of demand,
development of “new gas”) are already impacting the attitudes of foreign investors.

Other recent developments are worth mentioning:

- North stream ; the first pipe (30 bn m3 of gas) is expected to be completed by 2015.
- South stream, still under negotiation

- the recent opening of negotiations between Ukraine and Russia to allow
participation of Gasprom in the Ukrainian Network.

19/03/2009

Protocole

Ukraine and the European Commission agreed a Master Plan for implementing a
Strategy of UGTS Modernisation and Reconstruction. Total cost is estimated at
USD5.55 billion

JMG, 2009

An indicator of the Energy SBS reads: “5.5 Define additional sources and supply
routes of oil and gas to Ukraine.”

In September 2009 the Delegation notes: “The draft report provides information
about Odessa-Brody oil pipeline and intention on UA side to develop it; White
Stream gas pipeline; UA-Egypt initiatives on gas extraction; UA-Libya oil supply and
construction of new oil refinery in UA; project on supply of liquefied gas from
Egypt.”

17.2.4-

Evidence of an harmonisation of technical norms and standards in the

Ukrainian hydrocarbons sector with the EU industrial practices

An indicator of the Energy SBS reads: “5.2 Provide for the conduct or the proper
finalisation of the technical and financial audits of the oil and gas transit network
infrastructure.”

JMG, 2009 | In September 2009 the Delegation notes: “The results of the technical audit for the
gas transit infrastructure are now part of EU-Ukraine dialogue on the gas transit
system rehabilitation. Financial audit of Naftogaz for 2008 has been finalized in
August 2008. No information regarding oil transit infrastructure is provided.”
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JMG, 2009

An indicator of the Energy SBS reads: “6. Finalise with the IFIs the financing
agreements for priority infrastructure projects, taking into account the list of projects
defined in the Aide-memoire of 22/10/2006.”

In September 2009 the Delegation notes: “No loan agreement signed with
Uktransnafta for oil transit system reconstruction due to problems with public
procurement. No loan agreements in the gas field signed, however negotiations are

on-going following 23/03/2009 EU-UA International Conference.”

17.2.5-
quality

Existence of a metrology system and of a certification system of oil products

JMG, 2009

An indicator of the Energy SBS reads: “5.3 Present for commissioning by the State
Commission the gas metrology line in the Regional Metrology Centre in Boyarka.
Accreditation and international legislation of the laboratories and testing stands of
the gas metrology line.”

In September 2009 the Delegation notes: ““The EU-funded project for certification
of the gas metrology line is on-going. It revealed that gas metrology is not fully ready
and requires supply of additional metrology equipment. EU allocated €1 million
which, unfortunately, cannot cover all needs.”

JMG, 2009

An indicator of the Energy SBS reads: “5.4 Further the construction project of the
oil and oil products metrology line in the Regional Metrology Centre in Boyarka; and
the establishment of a Regional Hydrocarbons Metrology Training Centre.”

In September 2009 the Delegation notes: “The EU-funded feasibility study on this
matter has been launched recently. Its initial results shall be ready by middle 2010.”

17.2.6 -

Definition and implementation of management rules of strategic oil reserves

JMG, 2009

An indicator of the Energy SBS reads: “7. Draft the primary and secondary
legislation necessary to achieve harmonisation with the EU Oil Directives, including
the establishment of the institutional arrangements for the management of strategic
oil stocks.

In September 2009 the Delegation notes: “Nothing done”.

JC 7.3 — Effectiveness, safety and environmental standards of the coal sector are enhanced

Preliminary findings related to the JC based on the findings of the Indicators

= ]7.3.1-Existence of a Master plan for the restructuring of the coal sector
Coﬁl SECOT | Information concerning each coal mine has been collected but with difficulties
IS)O <y . resulting from the confidentiality of certain data
or
Plrlgjlzc t A meeting will take place in May 2010 to start the preparation of the Master Plan
= 17.3.2-Design and implementation of a mitigation system of the social impacts of the

coal sector restructuring

Source Work is still on-going
= 17.3.3 — Statistics of occupational accidents in the coal sector
Source No data retrieved
= 1.7.3.4 — Existence of an inventory of contaminated sites
Coal L .
. Work is still on-goin
Project sOIE
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JC 7.4 — Energy efficiency is enhanced and renewable energies sources developed

Preliminary findings related to the JC based on the findings of the Indicators

17.41-

Policy measures implemented by the GoU to promote energy savings

JMG, 2009

An indicator of the Energy SBS reads: “10. Improvement of energy efficiency of the
gas compressor stations on the gas transit system.”

In September 2009 the Delegation notes: “Naftogaz developed last year a
Programme on reconstruction and modernisation of gas transportation system up to
2016. Measures on energy efficiency for compressor stations are included. In
accordance with information provided by the Ministry, some energy efficiency
improvements on gas compressor stations were done in 2004-2008.”

17.42-

Trend of GDP energy intensity and of the energy intensity of main energy

consuming sectors

Energy intensity in 2007: Ukraine 0.41 toe/1000 USD (at PPP); Eutope: 0.14

IEA toe/1000 USD

Ministry of

Fuel and Reduction of energy intensity by 5.1% yeatly between 2001 and 2006
Energy

I 7.4.3 — Policy measures implemented by the GoU to support the development of

renewable energy sources

The State Economic Programme adopted in March 2010 foresees a reduction of

Source energy intensity by 20% between 2010 and 2015
* [.7.4.4 — Share of renewable energy sources in total energy supply
Renewable energy, including large hydro, accounts for some 0.9% of total primary
IEA energy supply (TPES) in Ukraine or 1.3 Mtoe.76 Large hydro comprises 80% of the
total figure, and only 20% comes from other renewable sources.
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JC 7.5 — Ukrainian NPPs meet internationally recognised safety standards

Preliminary findings related to the JC based on the findings of the Indicators

Tacis
Nuclear
Safety
Review,
2010

On “hard” On-Site Assistance.

A review of the safety ranking of TACIS OSA projects shows that the majority of
the issues linked to the NPP design were of rank III and II. Table 2.1.2 lists the
projects corresponding to issues in category I1I (high safety concern and immediate
corrective action) for the Russian Federation, Ukraine and Armenia. In Ukraine 10
project are concerned of which 5 during the period 2002-2009.

All these projects, which were a response to the most urgent issues raised, have been
implemented and completed successtully and correspond to a significant
improvement of the nuclear safety.

A significant number of OSA projects have been dedicated to the treatment and the
storage of solid and liquid radioactive waste within the nuclear power plants of the
Russian Federation and of Ukraine. There has been 10 such projects in Ukraine for a
total of €25 million, all but one between 2002 and 2009.

It is worth noting that among the 438 projects conducted in FSU countries a
significant number has been dedicated to non-destructive testing and diagnostic
systems (37 projects for approx 25 MEuro). This has resulted in a significant
improvement of the diagnostics systems needed for collecting reliable information
on the status of the reactor circuits. This is of utmost importance for the prevention
of breaks and leakage in the primary cooling system, and also for the prevention of
any internal equipment failures.

The installation of Safety Parameter Display Systems (SPDS) has been completed in
most NPPs of the Russian Federation and in Ukraine, which represents a key step in
the process of safety upgrading, as this had been ranked in category 1I by the IAEA.

Tacis
Nuclear
Safety
Review,
2010

"Soft-OSA" projects ate not devoted to deliver equipment but ate characterised by a
transfer of EU Operator's best practices and the improvement of safety culture in
the NPPs' management and staff. It is obvious that to achieve changes in human
attitudes, including management and operational styles is much more challenging
than to provide an NPP with a new piece of equipment. Nevertheless, the TACIS
OSA programme has been successful in that sustainable achievements regarding the
transfer of a nuclear safety culture have been obtained.

A key factor for upgrading management and operational styles to international
standards is the transfer of experience provided by the Western utility operator
under the OSA contracts.

This role of the OSA Contractor, including training periods at EU nuclear sites, has
been highly appreciated by the management of Energoatom in Ukraine and
Rosenergoatom in the Russian Federation, as well as by NPP staff who have
experienced the opportunity of exposure to Western practices.

Tacis
Nuclear
Safety
Review,
2010

Management of OSA projects.

In order to improve the implementation of the projects the European Commission
modified the management of the programme. The 2+2 approach’ was started in
which from the very beginning of a Hard-OSA project the EU and Russian or
Ukrainian Regulators and their Technical Support Organisations perform monitoring
in paralle] with the implementation of a project during all stages and formulate
recommendations following EU best practice. By following this process of parallel
work and joint discussions, the knowledge of the EU regulator and its interpretation
of standards, regulations, and methods of problem solving are imparted to the
Russian and Ukrainian Technical Support Organisations.

The implementation of this TACIS 2+2 approach was started in January 1999 in the
Russian Federation and in August 2001 in Ukraine.
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Tacis
Nuclear
Safety
Review,
2010

On OSA:

The main achievements can be summarised as follows:

* Modern EU technology has been made available to TACIS beneficiary power
plants.

*  Establishment of good partnership and experience exchange between the EU
nuclear utilities and the beneficiary power plants.

= Improvement of the capability to resolve outstanding safety issues identified
previously in international programmes or by direct operational experience of
the power plants in beneficiary countries.

* Change in the management and operational style in the power plants.

= Contribution to a better cooperation between regulatory authorities and
strengthening their role in the TACIS beneficiary countries

» A start of change of attitude towards Safety (introduction of a 'Safety Culture')
and significant beneficiary buy-in resulting in much increased local budgets for
safety upgrades.

= Safety improved in EU-neighbouring countries and therefore a more secure
situation for the EU Member States.

Tacis
Nuclear
Safety
Review,
2010

On Design Safety

The DS projects were mainly service or consultancy type projects that addressed
design and engineering issues. They were usually implemented in such a way that an
EU design or engineering organisation worked on a specific technical problem in
close collaboration with its counterpart in the concerned FSU country. The
contributions of both the EU organization and its counterpart in the FSU country
were funded by the TACIS Nuclear Safety programme.

In this way these DS projects were able to achieve a dual result: providing the
necessaty technical resources to solve the identified safety concern and
simultaneously achieving the transfer of know-how and developing capabilities from
EU support organisations to their counterparts in the FSU country.

In Ukraine DS projects were implemented with a contract value of 28 MEuro and 11
MEuro has been spent on Multi-Country DS projects.

The evaluation of a sample of DS projects, of which three in Ukraine, learned that
the DS projects investigated have been implemented successfully, resulting in direct
improvement of safety at related NPPs and in a significant transfer of specific state-
of-the-art know how from Western experts to Russian and Ukrainian experts,
thereby establishing sustainable the results of the project, both over time and in their
potential spreading towards other NPPs with similar design characteristics.
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Tacis
Nuclear
Safety
Review,

2010

Off-Site Emergency Preparedness support was focused on five main areas:

The provision of equipment and medication for use in an emergency;
The development and installation of early warning monitoring systems to
identify an accidental release to the environment as early as possible;

The installation of effective and timely communication links at national level and
between neighbouring counttries;

The installation of a system or systems to support decision making in an
emergency, and finally

Training.

Examples of projects:

Early warning systems in national emergency centers in Belarus and Ukraine
(GAMMA project)

Ring of detectors around several NPP in Ukraine and the Russian Federation to
provide input to early warning systems

Decision support system in the national emergency centre in Ukraine and
planned for the Russian Federation

Prototype data exchange system in national emergency centers in Belarus, the
Russian Federation and Ukraine for more effective communication of data and
information, both within and between countties.

The projects related to OSEP have been implemented satisfactorily and are on the
whole well received by the beneficiaries in the FSU countries.
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Tacis
Nuclear
Safety
Review,
2010

Support to Regulatory authorities.

Almost 40 projects have been implemented in Ukraine of which six focused on
further strengthening the capabilities of the regulatory body, the State Nuclear
Regulatory Committee of Ukraine (SNRCU), through the transfer of Western
European safety principles and practice. By far the majority of the remainder have
supported the licensing of modernisation measures and safety improvements
concerning operating NPPs or at other nuclear facilities (e.g., Chernobyl) while
others have focused on enhancing the capabilities and further developing the
infrastructure of the Ukrainian Technical Support Organisation, the State Scientific
and Technical Committee (SSTC) and its regional subsidiaties.

The programme has, in general, been effective and increasingly so over time as
tangible impacts on the regulatory system have become more evident. The more
notable include:

e the approval and subsequent issue of ‘General Provisions for Safety Assurance
of Nuclear Power Plants’ and a revised version of ‘Operational Safety Rules for
Reactor Installations’;

e the development of new regulations;

e the adoption by the SNRCU Board of a concept for developing the regulatory
pyramid,;

e the development and implementation of a Quality Management System with
plans for its certification in 2008;

e the development of a more systematic and transparent approach and policy with
regard to communication with the public;

e the development of an ‘Action Plan (2007)’ to enhance the efficiency of the
SNRCU;

e astrategy for the ‘Development and Reform of SNRCU (2008-2010)’, etc.

e About twenty projects have been used in the so called “2+2” approach to
effectively support the licensing process for several tens of modernisation
measures and safety improvements being implemented as part of the TACIS
OSA programme or with support from the European Bank for Reconstruction
and Development and/or EURATOM loans.

A major achievement of the RA assistance programme to Ukraine is its contribution

to enhancing the capabilities of the regulatory body and the regulatory system in

Ukraine. Also significant progress has been made towards the establishment of a

regulatory pyramid and a large number of regulations, guides and internal procedures

have been developed and implemented. Changes have been, and continue to be,
made in the structure of SNRCU and in its working methods in order to increase its
efficiency and to increase credibility and confidence (among the public, government,
and licensees) in how it performs its regulatory functions. Most of the
recommendations made in the EC exploratory mission in 1992 have been
implemented or are at an advanced stage, nearing completion.

Notwithstanding the considerable progress made, further cooperation in the

regulatory area would be of mutual benefit. In particular, there is a need to

consolidate what has already been achieved, to continue to support the licensing
process of further modernization measures or safety improvements and to assist

SNRCU further in a number of areas, not least in completing the regulatory pyramid

and strengthening the regulatory system and its application to nuclear facilities other

than NPPs.
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Nuclear waste management.

Besides the efforts linked to Chernobyl, the EC undertook efforts through dedicated
service contracts to support Ukrainian parties in identifying radioactive waste
management and decommissioning projects in Ukraine. These service projects
provided an identification and prioritisation of possible projects for technical
assistance to beneficiaries and end users in the light of an assessment of past
assistance; support was also given to the preparation of Action Programmes.

In general all WM projects evaluated in Ukraine were considered to be relevant to
the needs of the beneficiaries, but the impact of the completed projects varied from
project to project.

High effectiveness in the implementation of most projects was acknowledged. Those
projects that were in line with the Ukrainian national or corporate programmes will

Tacis probably receive continuing financial support from the Ukrainian authorities and

Nuclear might have good sustainability prospects.

Safety As with the rest of the FSU countries, radioactive waste did not figure significantly in

Review, the topics addressed by early TACIS Nuclear Safety programmes in Ukraine, with

2010 the exception of work related to Chernobyl. Activities at Chernobyl attracted much
international attention and support in addition to national resources, but much
remains to be done in relation to radwaste originating from nuclear power
production, uranium mining and milling, scientific and medical activities and further
remediation around the Chernobyl site. A national strategy for the management of
radwaste in Ukraine was developed with full support from the TACIS Nuclear Safety
programme. Upgrading and implementing national and corporate strategies now is
essential and will have global impact and sustainable benefits to the country. Support
limited to solving technical issues alone is not sufficient.
More attention should be given to improve sustainability and acceptability aspects
such as systematic training, establishment of public information centers, proper
planning of decommissioning and remediation, as well as the safe management of
radwaste from applications other than the nuclear fuel cycle.

Tacis On Safeguard

Nudl Safeguard projects deal with Nuclear Material Accountancy and Control NMAC).

uclear . . . . o . .

Safety Prior to 2092 two projects have been implemented in Ukra.me.: @) Assllstar}ce in

Review Countergctmg Non—Autherséd Transfer of Nuclear Mgterlgl in Ukra‘me (i) .

2010 ’ Combating Illicit Trafficking in Nuclear and other Radioactive Material at Ukrainian
borders.
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= 17.5.1-Existence of an independent and competent nuclear safety authority

The . West European methodology has been transferred concurrently with EC supplied

thernat%c piece of safety related equipment to be installed in a selected number of units (the

evaluation | 547 concept). There is no evidence that the WE methodology is being implemented

report on in areas not financed by the EC.

encrey Numerous workshops, training sessions and study tours have been organised for the

(2008) and

; last 10 years.

1ts annex on

Nuclear The budget of the Technical Support Organisation which provides technical advice

safety) to SNRCU is still highly dependent on external funding.
The budget of SNCRU is not made public. Therefore it is not possible to state that it
is sufficient to guarantee the efficient functioning of an independent NS Authority.
EC has provided the means for a Safety Authority to be proficient and independent.
But true independence rests on the non interference of the government in the

1d decision of the Authority.
A review of the compliance of the Ukrainian NS regulatory system with the IAEA
standards was completed by an IAEA IRRS mission. Non full compliance was found
in some areas. However, it was noted that progress is being made on the resolution
of the non-full compliance.

= ]7.5.2 - Results of independent evaluations of Ukrainian NPPs safety
Such an evaluation, covering all four areas of the 15 operating plants, has recently

1d been completed. It was done by an independent team of experts under the aegis of
the IAEA.

d It should be noted that IAEA evaluations represent a consensus between
international and local experts.

= 17.5.3 - Evidence of implementation of safety upgrading measures

d K2 and R4 safety upgrades were implemented and the results monitored in
cooperation with EC experts.
Energoatom has developed a Comprehensive Programme on Nuclear Safety
Improvement at Ukrainian NPPs which estimates the cost of safety upgrades to be

1d in the order of one billion €.. Given the financial situation of Ukraine in general and
of Energoatom in particular, Ukraine needs the support of IFIs and is at this
moment negotiating loans with EBRD and Euratom.

= 17.5.4 —Design and implementation of a radioactive waste decommissioning

programme

d A strategic plan has recently been prepared with assistance of WE experts. It has
been approved by the government

1d Total cost is evaluated to about bn €. The issue of financing is the same as above.
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Tacis
Nuclear
Safety
Review,
2010

Besides the efforts linked to Chernobyl, the EC undertook efforts through dedicated
service contracts to support Ukrainian parties in identifying radioactive waste
management and decommissioning projects in Ukraine. These service projects
provided an identification and prioritisation of possible projects for technical
assistance to beneficiaries and end users in the light of an assessment of past
assistance; support was also given to the preparation of Action Programmes.

The Ukrainian National Strategy which assessed the status and needs of each
Ukrainian nuclear facility made recommendations for more safe and effective
management and regulatory control including recommendations on legislation. A
coherent and integrated approach to waste management at power plant level was
recommended.

A WM project associated with supporting the Ukrainian authorities developed
documentation for regulation of decommissioning of nuclear power plants and
research reactors and improved the regulatory regime in areas of wide public concern
and provided appropriate communication to the public.

WM projects at operating NPPs were included in the various OSA programmes and
the OSA support to and cooperation with Energoatom at Rovno, Khmelnitsky, and
Zaporozhye NPPs. All WM projects addressed existing problems with solid or liquid
radwaste treatment and the results of some of these WM projects were also relevant
to other NPPs.

Currently the implementation of some WM projects at Rovno NPP and at
Zaporozhye NPP is still ongoing. The projects comply fully with Ukrainian and EC
policy.
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EQ 8 on Border Management

To what extent have the Commission’s interventions in the area of border management

contributed to facilitate the legal movement of goods and persons while making
more effective the control of illegal cross-border activities?

Judgement criteria and indicators

During the evaluation period, the Commission implemented in the area of border

management more than 40 projects for a total budget of €103.0 million. The largest

projects, with a budget of €1 million and above, are the following ones:

e Border management improvement: implementation of the border crossing
projects — October 2003 to October 2007 - €1.3 million

e Border Management Improvement: Equipment Supply to the State Border
Guard Service of Ukraine — December 2004 to December 2007 - €3.8 million

e Extension and Rehabilitation of Border Crossing Facilities at Jagodyn, Ukraine
— March 2005 to November 2007 - €2.7 million

e  (Capacity Building of Migration Management — March 2005 to December 2008 -
€3.6 million

e Border Management Improvement: Rava Russka Border Crossing
Reconstruction — December 2005 to September 2009 - €8.4 million

e Enhancing Border Management in Ukraine - BOMUK 2 — December 2005 to
December 2006 - €5.0 million

e Reinforcing the State Border Guard Service of Ukraine"s Human Resources
Management System — December 2005 to August 2009 - €4.0 million

e Construction of new border crossing facilities at Uzhgorod, Ukraine — July 2006
to October 2009 - €3.0 million

e Capacity Building of Migration Management: Ukraine (Phase II) — August 2006

Inventory to October 2009 - €2.7 million

e Implementation of the border crossing projects, National Project Supervision
Unit (PSU) Phase 11, Ukraine — January 2007 to January 20009 - €1.0 million

e Border Management Improvement: Equipment Supply to the State Border
Guard Service of Ukraine - BOMUK 3 — August 2007 to June 2009 - €18.6
million

e GDISC Ukraine — Capacity Building and Technical Support to Ukrainian
authorities to Effectively Respond to Irregular Transit-Migration (ERIT) —
February 2008 to January 2010 - €1.7 million

e Improving Integrated Border Management: Follow-up to the Reinforcing the
State Border Guard Service of Ukraine Human Resources Management —
March 2008 to February 2010 - €1.0 million

e Supply of Mobile Inspection and Screening X-ray Scanning Systems for State
Customs Services of Belarus and Ukraine — July 2008 to January 2010 - €27.8
million

e BOMUK 4 - Border Management Improvement: Equipment Supply to the
State Border Guard Service of Ukraine - Border Surveillance Equipment: Car-
mounted thermo-imaging equipment — September 2008 to September 2009 -
€12.1 million

A sector budget support programme aimed at supporting the implementation of the

GoU policy in the area of border management is currently being considered.
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JC 8.1 — The Commission’s interventions facilitated the legal movement of goods and persons
across borders

Preliminary findings related to the JC based on the findings of the Indicators

= 18.1.1- Progress towards approximation of the customs procedures to EU standards

ENP
Progress
Report,
2004

A State Customs Committee was established in 1991 as the central customs body and
the first Customs Code of Ukraine entered into force. A Customs Tariff Council of
Ukraine was set up in 1992, and a Law on the Uniform Customs Tariff enacted.
Since then, approximation to the internationally applied nomenclature of the
Harmonized System (HS) has continued. Ukraine currently applies HS96 and is
preparing to switch to HS2002 by 1 January 2005. Ukraine does not yet apply the
Combined Nomenclature (CN).

The new Customs Code of Ukraine entered into force on 1.1.2004 and is to increase
transparency and predictability of customs legislation and procedures. The Code is a
significant step forward in Ukraine’s customs law approximation to EU legislation
and in the country’s plan to enter the WTO. The Code introduced internationally
consistent practices and rules on publication of legal acts, relations to operators; as
well as on appeals and customs valuation, where some discrepancies still remain.
Moreovet, it provides uniform simplified customs procedures, and reinforces the
powers of the State Customs Service to fight against fraud, counterfeiting and piracy.
Secondary legislation is currently scattered across numerous decisions of various
executive authorities. Ukraine is reinforcing its administrative and operational
capacities in the area of customs.

Joint
evaluation
report EU-
Ukraine
Action
Plan, 2008

On customs, progress has been made regarding the adoption of international
customs standards, legislative approximation with the EU, upgrading the capacity of
the customs service, and improving relations with economic operators. There have
also been positive developments in facilitation and speeding up of customs
procedures, including measures to implement the concept of a “single window” at
the borders. Further measures, to modernise customs procedures and fight
corruption, are being envisaged.

ENP
Progress
Report,
2008

Limited progress was made in the implementation of the customs part of the Action
Plan.

Efforts were continued to align customs legislation with the provisions of the
Revised Kyoto Convention on Simplification and Harmonisation of Customs
Procedures, although the said Convention has not been ratified yet. The draft of the
new customs code was presented to the

Parliament but was not approved during the reporting period. Legislation
introducing the Single Administrative Document (SAD) entered into force in January
2008 and Ukraine has been using the ATA carnet for temporary imports since March
2008. Work for the introduction of the 2007 version of the Harmonised System (HS)
was not finalised.

Concerning administrative and operational capacities, the State Customs Service
continued improving its relations with economic operators, reinforced security and
enforcement and improved its system of risk-based customs control. Further efforts
are necessary in areas such as customs valuation, integrity, IPR protection at the
border, risk management, simplifications and trade facilitation.
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Ukraine is losing its foreign trade advantage due to complex legal procedures to fulfil
administrative requirements (time for export - 31 days, time for import - 39 days),
which deteriorates the quality of customs servicing and commodities flow capacity.
In 2007 the procedure was longer for both (33 days for export and 46 days for

gﬁion import). As a point of reference, Poland’s time to export is equal to 19 days and to
Analytical import is 26 days.
and Another complex issue is the inferiority .o.f the le.gal and regulatory base which
Advisory understates the actual value of commodities for import and expott.
Centre The draft La\y of Ukraine “On Amending of Certain Legal Acts of Ukraine to
2009 ’ Conduct Preliminary Documentary Control at the Check Points at the Customs
Border” was further developed to speed up the customs procedure processes by
simplifying cargo transfers at border check points as well as standardize and simplify
border crossing documentation related to compliance with the international law and
practices of joint control.
Blue In Octqber 2006 Ukraine joined the Internation_al Convention to simplify and
Ribbon harmonize custom procedures (Kyoto CQnYennon) as well as foster foreign trade
Analytical development and implement customs principles d@ﬁned by the WTQ Agreements.
and Th; government should focus on Kyoto COﬂVC.IltIOI.l recgmmendanons 8.4-8.5,
Advisory which provide a general f'ramework of further s1mph'ﬁcat10n of customs procedures
Centre and addresses a decrease in the rates of customs duties and ‘loglhstmal issues to reduce
2009 ’ delays in customs clearance and issuance of documents. This will gradually develop
the transit potential of Ukraine.
On 5 October 2006 Ukraine joined the Protocol on Amending International
Convention on the Simplification and Harmonisation of Customs Procedures
(hereinafter — the Kyoto Convention) by adopting the respective Law of Ukraine No.
227-V. However, because Ukraine joined only the Protocol on Amending the Kyoto
Convention, the Ukrainian legislation was not adjusted to the provisions of the Kyoto
Convention itself.
Furopean Considering that the applicable Custom§ dee of Ukra.ine No. 92- IY dated 11 July
Business 2002 does not regula?e' some Problem'atlc issues re'gard?ng the' complicated customs
Association procedurAes and prov131ons.of international legislation (in pariacularly, thcf Kyoto
2009 Convention) could not be implemented to the fullest extent in Ukraine, in short term
’ petspective, the situation could be improved by issuing respective acts of the State
Customs Service of Ukraine (SCSU). There is a practice of listing the companies
which are subject to the simplified customs clearance procedures in Ukraine. This
practice was introduced by the SCSU orders, which are no more effective. In 2009,
the SCSU has resumed drafting new regulatory acts to regulate simplified customs
clearance procedure of goods in Ukraine. Though as of May 2009 no simplified
customs clearance procedure is approved.
The Draft Law on Amending the Customs Code of Ukraine No. 2778, which was
registered in the Verkhovna Rada of Ukraine on 16 July 2008, foresees a new
wording of the Customs Code of Ukraine and has become an important step in the
Furopean development of customs regulation in Ukraine. Compared to the current Customs .
Business Code, the new edition of the Customs Code proposed by the .Draft Law No. 2778 is
Association 1mproved in terms of the termmology, system of customs regimes and the rules of
2009 their use, defining the rules on issuance of permit documents by customs authorities,

establishing main principles of the simplified procedure of the customs control and
customs declaration of goods that are transported through the Ukrainian customs
border by the enterprises, etc. As of May 2009 the respective Draft Law was not
adopted.

Final Report

December 2010 Annex 8/Page 202




Country Strategy Evaluation — Ukraine

DRN-ADE-PARTICIP-DIE-ODI-EIAS-ICEIL

There is now a new draft customs code, which represents an improvement to the
current situation. However, it is not up to EU standards, lacking specificity and
giving the local customs officers still leverage to classify products according to their
own judgement. This most important problem of the valuation procedure has thus
not been solved.

On the positive side, the functioning of a Pre-arrival Information Exchange System
(PIES) between Ukraine and Moldova should be stressed, which greatly facilitates
border control.

Source

Ukraine has a strategy for making the State Border Guard Service (SBGS) Schengen
compatible until 2015. Under support of the EC, the following results were achieved:
a move towards making the SBGS a civilian organisation and no longer part of the
military. As first step, military consctipts are no longer used in the SBG. Also the
level of hierarchy has been reduced, border guards were trained and equipped.
Hence, important steps were taken as part of an ambitious strategy, which is driven
by Ukraine’s desire to promote reforms so as to qualify for visa free travel. In
addition, the stability of having the same, reform-minded head of the SGBS for the
last 12 years was advantageous for the reforms. The SBGS has therefore proofed to
be a reliable partner for cooperation, according to EC staff.

Source

= 18.1.2 - Simplified and more efficient border control and custom procedures

Following a request from President Yushchenko and Moldovan President Voronin,
the EU established an EU Border Assistance Mission (EUBAM) on the border
between Ukraine and Moldova, including on the Transnistrian segment. The purpose
of this mission is to enhance the capacities of the Ukrainian and Moldovan services
on this border and thereby provide a valuable contribution to the settlement of the
Transnistria conflict. Ukraine is working closely with the mission. During the second
Advisory and Monitoring Board meeting of the EUBAM in May 2006, the EUBAM
presented to Ukraine and Moldova a list of concrete recommendations for
strengthening the Ukrainian and Moldovan customs and border guard services, for
increasing cooperation among them and for improving customs control and border

ENP ,
Progress management between the two countries.

Re %)r . As of July 2000, in full agreement with Moldova and Ukraine, the EU has further
20(}))6 ’ reinforced the EUBAM bringing the total number of EU experts to 101, reinforcing

EUBAM’s risk analysis capacity and opening two additional field offices in Odessa
and Chisinau.

The Ukrainian and Moldovan Prime Ministers issued a Joint Declaration on customs
issues at the end of December 2005. For its part, Ukraine committed to allowing the
transit of Moldovan goods through the Ukrainian border only if accompanied by
official Moldovan customs stamps while Moldova, for its part, committed to
facilitating registration and access to official Moldovan customs stamps for
Transnistrian companies. Ukraine began implementing the agreement in March 2006.
Moldova introduced changes to its legislation before March. The EUBAM has been
active in monitoring the situation.
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ENP
Progress
Report,
2006

On customs, steps have been taken to facilitate and speed up customs procedures,
including implementation of the concept of a “single window” at the borders. A
Customs disciplinary statute together with other anti-corruption measures was
adopted. Customs valuation rules were harmonised with WTO standards and the
computerisation of the customs service is proceeding, with the introduction of
electronic customs declarations.

Work on risk-based customs control started with the setting up of a Department on
risk analysis and audit in the State customs committee. In order to foster dialogue
with operators and to provide vetted operators with simplified procedures, the
concept of a ‘white list of economic operators’ was introduced. The EUBAM has
proven instrumental in providing training and support to Ukraine’s customs officials,
which has led to considerable improvements in customs procedures along the
sensitive border with Moldova. In terms of remaining challenges, Ukraine will need to
adopt appropriate legislative and administrative measures (including implementing
legislation and introducing and developing modern techniques and procedutres in line
with international standards) in a number of crucial areas, such as risk analysis,
simplified procedures,

ENP
Progtress
Report,
2006

In the area of border management, reform of the State Border Guard Service (SBGS)
is still underway and a concept and programme for the development of the SBGS was
approved by the Government in April 2006.

ENP
Progress
Report,
2007

On customs some progress was made regarding the legislative approximation, the
adoption by Ukraine of international customs standards and the upgrading of the
capacity of the customs service and improving relations with businesses. The
regulation for the adoption of the Single Administrative Document entered into force
on 1 January 2008. The law amending the customs code allowing for ex-gjficio action of
the customs authority as regards pirated and counterfeit goods was adopted in
November 2006 and an implementing regulation was adopted; however the excessive
financial guarantees required from right holders is a matter of concern. Ukraine
became a member of the revised Kyoto Convention on the Simplification and
Harmonisation of Customs Procedures. The State Customs Service (SCS) prepared a
first draft of the new customs code. The 2002 Harmonised System (HS) is in force
since January 2008. Some work has been carried out to determine the criteria to
benefit from a more, favourable customs treatment - the so-called “white list of
economic operators” - but so far the results are not entirely satisfactory. The Cabinet
of Ministers approved in July 2007 a resolution on a new statute for the SCS. It
reinforces among other the investigation powers of the SCS in areas such as on
smuggling.

European
Court of

Auditors,
2008

The European Union border assistance mission to Moldova and Ukraine12 (EUBAM,
total EU contribution of 19,1 million euro) contributed greatly to building capacity in
the Moldovan and Ukrainian border guard and custom services. For example
“BEUBAM” aided the effective implementation and monitoring of a new customs
regime between Moldova and Ukraine, thus helping to combat smuggling and illegal
cross-border activity. As a result significant smuggling involving Transnistria was
detected. The illegal evasion of taxes and customs duties concerned e.g. vehicles, fruit
and vegetables and poultry meat. For poultry meat alone, EUBAM calculated losses of
up to 43 million euro for the Ukrainian state budget or up to 18 million euro for the
Moldovan state budget (period October 2005 to May 20006).
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Ukraine continues to be fully committed to, and participate constructively in, the work
of the EU Border Assistance Mission to Moldova and Ukraine (EUBAM). With
EUBAM support, the professional capacities of the customs and border guard
services were enhanced as was inter-agency cooperation within Ukraine and between

ErNogress Ukraine fmd the Republic of Moldova, such as the joint oper'firjon ofa new pre-arrival

Report information exchange system. In Decembér 2008, the 7th Trilateral Meeting on

2008 ’ Border Issues took place in Brussels. All sides confirmed the progress made in border
security at the Ukrainian-Moldovan border and emphasised that cross-border
cooperation has improved significantly.
Ukraine has indicated its desire to see the mandate of the EUBAM mission extended
beyond November 2009.
Ukraine is losing its foreign trade advantage due to complex legal procedures to fulfil
administrative requirements (time for export - 31 days, time for import - 39 days),
which deteriorates the quality of customs servicing and commodities flow capacity. In
2007 the procedure was longer for both (33 days for export and 46 days for import).

Blue . , L : : :

Ribbon As a point of reference, Poland’s time to export is equal to 19 days and to import is 26

Analytical days. . . o .

and Another complex issue is the inferiority .o.f the le.gal and regulatory base which

Advisory understates the actual value of commodities for import and export.

Centre The draft La\y qf Ukraine “On Amending of Certain Legal Acts of Ukraine to

2009 ’ Conduct Preliminary Documentary Control at the Check Points at the Customs
Border” was further developed to speed up the customs procedure processes by
simplifying cargo transfers at border check points as well as standardize and simplify
border crossing documentation related to compliance with the international law and
practices of joint control.

Source Limitation to more efficient control is the absence of cleatly demarcated borders and
the existence of too many border crossing point.

Source The EU customs blue print is currently and gradually being implemented in Ukraine

= 18.1.3 - Progress towards integrated border management

In order to improve and facilitate border operations and to move towards the

ENP adoption of a single-window approach, an inter-institutional agreement authorizing
Progress customs to carry out preliminary documentary ecological controls at the border
Report, entered into force in the first semester of 2007. In terms of remaining challenges,
2007 Ukraine will need to enhance the level of enforcement in areas such as risk analysis,
simplified customs clearance, customs valuation, and fight against corruption.
There exists now a coordination system at ministerial level and working groups to
support the process towards IBM. However, the division of responsibilities between
Source police and SBGs is still an issue. In general, the institutional set is not yet supportive

for IBM since coordination mechanisms are still lacking, and in particular because of
the lack of information exchange and maintenance of databases. Data are often out of
date, available only at local level and not available in electronic format.
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* 18.1.4-Improved co-ordination with the relevant services/agencies of neighbouring
countries and harmonisation of custom procedures

Supported by the EU Border Assistance Mission to Moldova and Ukraine (EUBAM),

Joint Ukraine has developed co-operation with Moldova on border questions, covering the
evaluation | entire Ukraine-Moldova border, including effective information exchange on the flow of
report goods and people across their common border. The purpose of the EUBAM is to
EU- enhance the capacities of the Ukrainian and Moldovan services on this border and
Ukraine thereby provide a valuable contribution to the settlement of the Transnistria conflict.
Action Recently, Ukraine has reached arrangements to finalise the demarcation of the Ukraine —
Plan, 2008 | Moldova border, including its Transnistrian segment, and encourages the EU to provide
relevant technical assistance.
ENP In November 2006, Ukraine and the Republic of Moldova signed a Protocol on the
Progress Exchange of Information between the Customs Services on the cross-border movement
Report, of goods which includes the establishment of an automated system for exchanging pre-
2007 arrival information on cargos.

= I8.1.5 - Improved infrastructure and equipment of border posts

In June 2007, the Cabinet of Ministers adopted a Resolution “On approval of the state

ENP special purpose law enforcement programme ‘organisation and reconstruction of the
Progress state bordet’ for the period until 2015”. According to this programme, the government
Report, will allocate — until 2015 — up to about € 133 million for improvement of border
2007 infrastructure, including equipment. However, it remains to be seen whether the
government will allocate sufficient funds annually to implement the programme.
The projects “Border management improvement Ukraine” (EU contribution of 4,0
Burobean million euro) and “Strengthening border management in the republic of Belarus” (EU
Cgurf of contribution of 13,3 million euro) delivered among other things cameras, microscopes,
Auditors document verification devices, vehicles, I'T equipment including automated telephone
2(1)108 ’ exchanges for border units and hardware for checking online, e.g., blacklisted persons

and stolen vehicles. All investment items checked were in place according to the
inventory log-book, properly labelled, operational and used for the intended purpose.
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Source

As regards the past EU assistance to the border crossings in Ukraine:

1. Jagodyn botder crossing point (BCP) reconstruction, Ukrainian/Polish border,
Ukraine Action Programme (UAP) 2001, Phase I project of 2.75 MEUR - completed,
end date - 24 June 2000,

2. Rava-Russka BCP reconstruction, Ukrainian/Polish border, UAP2002, 8.5 MEUR
works - completed, equipment supplies 400'000 EUR — completed, end date 31
December 2007.

3. Uzhgorod BCP treconstruction, Ukrainian/Hungarian border, UAP 2003, 3 MEUR —
completed, end date 31 December 2007

4. Engineering support for the construction supervision is provided through 1.2
MEUR project "Border Management Improvement: Implementation of the border
crossings projects (National Projects Supervision Unit)" UAP2002, Contractor - Louis
Berger, completed, end date — October 2006

5. Jagodyn bridge and access roads:

Programme:  Tacis CBC AP1998 (bridge), 1997-1998(roads)

Starting date: 1 March 2001

Ending date: 4 August 2002

Oblast: Volynska

Budget: EU contribution 1'650'000 EUR (bridge) and 3'600'000 EUR (access roads),
Polish Government contribution 1'650'000 EUR (bridge).

Summary: The new road bridge between Poland and Ukraine crosses the Western Bug
River and links the towns of Dorohusk in Poland and Jagodyn in Ukraine, forming a
direct link between Warsaw and Kyiv. The bridge construction was 50 % funded by the
Government of Poland and 50 % by a grant from the European Union. In addition
new approach roads on the Ukrainian side were constructed, 100 % funded by a grant
from the EU.

The total cost of the new 180 m long, 3 span, road bridge that was constructed by
Polish Contractor Mosty Lodz/Mostostal amounts to €3.3 million. The new approach
roads to the bridge on the Ukrainian side, totalling 4.35 km, were built at a total cost of
€3.6 million by Ukrainian Contractor RITIE Stroom. The Employer for the contracts
was the Ukraine State Highways Authority Ukravtodor together the Volyn Regional
Road Administration.

6. Chop border crossing rehabilitation:

Programme: ~ CBC AP1999

Starting date: 17 Oct 2000

Ending date: 14 September 2002

Oblast: Transcarpathian

Budget: 2'900'000 EUR

Summary: The existing road border crossing between Hungary and Ukraine by the Tisa
river near the towns of Zahony in Hungary and Chop in Ukraine was reconstructed. It
is located on a branch of the European Corridor No. 5 forming a direct link between
Budapest and Lviv/Kyiv. The Chop (Tisa) border crossing reconstruction 100 %
funded by the European Union. The total cost of the reconstructed border crossing
that was constructed by Ukrainian Contractor RITIE Stroom amounts to EUR2.9
million. The Employer for the contract was the State Customs Service of Ukraine.
Equipment supplies: major contract: Mobile X-ray scanner for Belarus, Ukraine and
Moldova.
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Delegation

The EC concluded in 2008 a contract entitled "Supply of Mobile Inspection and
Screening X-Ray Scanning Systems for the State Customs Services of Belarus, Ukraine
and Moldova", our ref. No 2008/162-079

The contract total amount (after Addendum No 5) is 27'822'000 EUR for all three
counttries.

Belarusian component of this contract is 5 scanners for a total budget of 7'196'000
EUR, including training and spare parts.

Total number of scanners is 19 units: 5 for Belarus, 3 for Moldova and 11 for Ukraine.
The contract purpose is delivery (transportation to the places of acceptance in Ukraine,
Moldova and Belarus), and the provision of comprehensive training in the equipment
use and maintenance (including the delivery of training manuals in Ukrainian or
Russian and in Belarusian or Russian), of Mobile Inspection and Screening X-ray
scanning systems.

= I8.1.6 - Waiting times for freight and passenger traffic at border crossings

International
Road
Transport
Union, 2009

According to information received from the IRU Member in Ukraine, the
difficulties and recommended improvements at Ukrainian borders are the following:
* Available border crossing throughput capacities are under-utilised at certain posts
on the Ukrainian side — a fully functioning border post should be ensured

* Lack of joint border controls with neighbouring countries — joint controls must be
introduced

* 9 (nine) different control services involved in checking vehicles and cargo on the
Ukrainian side — the number of controlling services should be significantly reduced
* Full or quasi full customs and other controls conducted by UA customs officers at
borders despite an earlier UA Government Resolution (No. 269 dated 13 April
2005) requiring only preliminary document control at borders and full controls at
customs points within the country

* Separation of traffic by types of cargo by the RF customs authorities at the UA-
RF, and by the UA customs authorities at the UA-PL borders, causing significant
detours for vehicles — review and eliminate traffic separation by cargo types as much
as possible; by contrast introduce separate traffic lanes for empty vehicles

* Access roads to borders are in a poor state, terminal and throughput capacities of
control points are insufficient — roads and control points should be repaired /
extended / newly built (e.g. between Rava-Ruska and Yagodin on the UA-PL
border) in accordance with an UA Government Resolution (No. 831 dates 13
January 2007).

World
Economic
Forum, 2009

Ranking of Ukraine at the 2009 Global Enabling Trade Report (out of 121
countries)

Poland
45
55
36
43

Moldova
72
67
97
59

Russij
106
74
107
109

Ukraine
95
110
91
84

Border administration
Elfficiency of customs administration
Efficiency of excport-import procedures

Transparency of border administration
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World
Economic
Forum, 2009

Indicators of border management effectiveness (Global Enabling Trade Report
2009)

Ukraine Poland Moldova Russia

Burden of custom procedures (Survey.
Marks ranging from 1=extremely slow to 2.9 3.8 3.4 2.7
7=rapid and efficient))

Extent of services provided by custom

authorities (maximum=12.5) 30 65 o 65
Effectiveness and efficiency of clearance

(Survey. Marks ranging from 1= very low 2.2 2.9 2.1 1.9
to 5= very high)

Time for import (number of days) 36 27 35 36
Number of documents for imports 10 5 7 13
Official costs associated with importing

excluding tariff (fees on a 20-foot 1250 884 1895 2150
container in USD)

Time for export (number of days) 31 17 32 36
Number of documents for export 6 5 6 8
Official costs associated with exporting 1230 384 1775 2150

(fees on a 20-foot container in USD)
Irregular payments in exports and imports
(Survey. Marks ranging from 1= common 3.5 4.6 4.6 2.9
to 7=never occurs)

Corruption perception index (Sutvey.
Marks ranging from O=highly corrupt to 2.5 4.6 2.9 2.1
10=clean)

JC 8.2 — The Commission’s interventions contributed to more effective management of migrations

flows

Preliminary findings related to the JC based on the findings of the Indicators

= 18.2.1- Improvements of the legal framework relative to migrations and asylum in
accordance with European standards

ENP Progtress
Reportt, 2006

Concerning asylum and migration, an overall long-term strategy on asylum has yet to
be drafted, and a Ukrainian migration service has yet to be set up as one single state
authority dealing with immigration and asylum issues (five different state structures
are still in charge of various aspects). In May 2005, the Law on refugees was
amended to comply with the wording of the 1951 Geneva Refugee Convention with
regard to certain aspects of asylum procedure. The conditions in certain centres for
refugees and illegal migrants need urgent improvement.

ENP Progtress
Reportt, 2007

The EC — Ukraine visa facilitation and readmission agreements entered into force
on 1 January 2008 after the appropriate procedures had been completed on the EU
side and in Ukraine in 2007. Both sides cooperated closely in view of improving
infrastructure and making procedural standards for irregular migrants in custody
compliant with EU standards.
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ENP Progtress
Report, 2007

Ukraine remains a major transit country for irregular migrants from Asia, the Arabic
countries and Affrica and the number of migrants is increasing. In order to address
this issue more adequately, the State Border Guard Service (SBGS) continued, with
the help of the EC, implementing a reform strategy towards an EU-compliant law
enforcement service. A concrete result in this regard was the out-phasing of the
conscript system in 2007. As of 2008, personnel will be recruited by using objective
and transparent entry examinations and receive contracts. This is a major step
forward towards professionalism in the SBGS. The Warrant Officer’s Education and
Training System was reformed in 2007, which is now compliant with the EU Core
Curriculum for Border Guard Services. Moreover, reform steps were initiated to
make the service’s career development system more transparent and based on
merits. The creation of an employees’ representation body is also under preparation.
Amendments to a number of laws have been prepared in order to approximate to
EU norms and standards. The SBGS also established, with the help of EUBAM, risk
analysis units which will pave the way towards risk-based border controls (selectivity
methodology).

ENP Progtress
Report, 2007

The asylum system deteriorated in 2007. In the period from mid-March to mid-
November 2007, no asylum authority was appointed to take positive decisions on
asylum applications. This led to a remarkable backlog in the processing of asylum
claims. Also continuous reorganisations in the competent authority, exacerbated by
frequent changes in management and limited financial resources allocated by the
state budget have led to problems of access to asylum and substantive procedures,
and have negatively impacted on the quality and speed of asylum decisions. The
refugee law also has several shortcomings, in particular as regards the accelerated
procedure that it establishes, which is frequently used to reject claims without
considering the substance of the claim. In addition, the refugee law has no
provisions on non-discrimination of refugees on grounds of their race, religion or
country of origin. It does not provide access for legal specialists of non-
governmental organisations (NGOs) or UNHCR to refugees’ individual files, or for
refugees to have legal representation during refugee status determination (RSD)
interviews with the Migration Services. In addition, the refugee law does not
establish a timeframe within which asylum applications of persons who have entered
Ukraine irregularly should be referred from the State Border Service and the
Ministry of Interior (MOI) to Migration Services’ bodies.

A lack of national funds for the creation of adequate refugee reception and
integration programmes as well as the fact that asylum seekers were frequently
victims of xenophobia have resulted in a highly inhospitable asylum environment in
Ukraine. Asylum-seekers consistently face problems with access to territory, access
to asylum and access to substantive RSD procedures. They are often subject to
police harassment, arbitrary and protracted detention as well as a serious risk of
refonlement, while refugees face serious obstacles to the enjoyment of their rights and
to integrate in Ukraine.

European
Court of
Auditors, 2008

Ukraine is chronically short of accommodation, particularly for longer-term illegal
migrants. Repatriation requires identification of the persons by the Ukrainian
authorities and cooperation from the relevant embassies or consulates which are not
always helpful. Another solution would be readmission, i.e. acceptance of the
detained persons by the country from which they illegally entered Ukraine.
However, a readmission agreement has not been signed between Ukraine and
Russia, the prime source of Ukraine’s illegal migrants.
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Joint

f:aglritg{l}_ The EU and Ukraine have continued their dialogue on migration and mobility

Ulgr . issues. Ukraine has taken steps to continue the process of legal approximation to the

aine . . :

Action Plan, EU standards in the field of asylum and interpersonal protection.

2008
Despite multiple reforms, Ukraine still lacks a clear migration policy and a unified,
efficient migration service. Detention conditions for migrants remain poor in many
facilities and fundamental rights such as respect of non-refoulement principle, access
to legal and health protection are not always respected. Conditions for the detention
of irregular migrants improved in some regions in 2008 with the opening of two
modern custody centres (Zhuravychi and Rozsudiv) and the closing of a special
holding centre in Pavshino. In addition the State Border Guard Service opened five

ENP Progress | modern temporary holding facilities in Shatsk, Malniv, Mostyska, Chernivtsi and

Report, 2008

Izmail. However, further improvements are required, in particular through the
creation of additional modern migrant custody centres as well as recruitment of
skilled personnel and enhanced training. Ukraine continues to deny asylum seekers
protection and migrants face deportation back to countries where they are at risk of
torture or ill-treatment. In the case of Soldatenko v Ukraine and Novik v Ukraine) the
European Court of Human Rights observed that Ukrainian legislation “does not
provide for a procedure that is sufficiently accessible, precise and foreseeable in its
application to avoid the risk of arbitrary detention pending extradition”.

International
Organisation
for Migration,
2008

Ukraine joined the Geneva Convention on the Status of Refugees in January 2002
and has committed to admit asylum seekers to the procedure granting them refugee
status, to admit and shelter recognized refugees on its tertitory, and to help them
integrate. However, there are at least three flaws in the current legislation as
indicated by the United Nations High Commissioner for Refugees (UNHCR).
Firstly, the Law allows recognized refugees to be stripped of their status without
recourse to the courts (Art. 15). Secondly, this Law also fails to define the principle
of non-refoulement—not subjecting to deportation individuals who qualify as “war
refugees” or as unable to return because of a serious risk of torture or inhuman or
degrading treatment and punishment. Thirdly, the Law establishes an overly
complicated system for issuing documents to asylum seekers who are in the midst of
applying for refugee status. This leads to refugees and asylum seekers being detained
at the point when they exchange documents, a detention that can last up to 30 days.
During this detention, the asylum seeker has essentially no documents.
Furthermore, the admission rate is very low in Ukraine. In 20006, 25 out of 797
applicants were granted refugee status or a form of protection, which means an
admission rate of only 3.1 per cent. To date, there are no displaced populations on
the territory of Ukraine. According to the UNHCR, there are 1,706 stateless persons
on the Ukrainian territory

On 13 June 2002 the Council authorised the Commission to begin negotiations with
the Government of Ukraine on a readmission agreement within the framework of

European the EU Common Strategy of 11 December 1999 on Ukraine. These negotiations

Commission resulted, on 29 November 2007, in the adoption by the Council of the decision
2007/839/EC on the conclusion of the agreement. A Joint Committee hase been
established to monitor the application of the Agreement.
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Franck Duvell,
2007

In 2002, Ukraine agreed to the Geneva Convention and a refugee law was
introduced in 1993 but only implemented in 1996. Initially, Chechen refugees were
dealt with separately under a cabinet decree, but this expired in 1997. A new refugee
law (Law of Ukraine ‘On Refugees’) came into force in 2001 and was amended in
2003 and again in 2005. So far, this law does not include any provisions for
temporary or subsidiary protection, which is a most serious legal shortcoming
(UNHCR, intetview 9/2006). Meanwhile, a law ‘on refugees and persons eligible for
subsidiary and temporary protection’ has been drafted. Four institutions are
involved in the asylum procedures:

e the State Border Guard Service of Ukraine,
e the regional Migration Services ,

e the State Committee for Nationalities and Religion (formerly State Committee
for Nationalities and Migration; and

e the Security Service of Ukraine

Refugees may file their application with the State Border Guard Service of Ukraine
(SBGY) if they are arrested on the border, in situations like these the first interview
is conducted by the SBGU. The SBGS then passes the file to a Migration Service
(MS) office for further procedures. Refugees can also directly go to the MS. The MS
offices are actually regional branches of the State Committee for Nationalities and
Religion (SCNR). The MS offices receive applications, conduct the first and the
second hearings, assess applications on formal grounds, accept or refuses
applications, and pass the files onto the SCNR. After all, the SCNR’s Refugee
Directorate is responsible for the refugee status determination processes and for
making the final decision. This directorate also deals with refugee integration, other
migration issues, international relations and some policy aspects. Finally, all files are
sent to the Security Service of the Ukraine (known as SBU) for security checks.

The SCNR and MS are grossly understaffed with 150 staff, 20 in Kiev and 130 in
the counties. Additionally these agencies suffer from constant staff turn-over and
staff neither speak nor read English (SCNR interview 11/2006, own obsetvation).
Other failings include a lack of institutional interpretation services and a country of
origin information system. There also appears to be no consultation with other
services such as UNHCR publications (UNHCR interview, 9/20006). Officially the
SCNR normally issues a decision, usually a refusal, within eight months. But the
Migration Service in Transcarpathia (Western Ukraine) where half of the
applications are filed has a considerable backlog. And because of the constant
reforms the SCNR occasionally stops functioning, as in 2001-2 and partially again in
2006-7 (UNHCR interview, 9/20006). People can file appeals at local courts, but
these courts do not have specialised chambers for immigration or asylum maters and
appeals may take several years (Hebrew Immigration Aid Society, HIAS, interview,
4/2007). Altogether, 2,300 asylum seckers were awaiting decision in 2007.

= I8.2.2 - Participation of Ukraine in regional and international migration-related
cooperation networks and fora

Source

No information retrieved
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= 18.2.3 - Capacity of temporary accommodation facilities compliant with European
standards for illegal migrants and victims of trafficking

European
Court of
Auditors, 2008

The need for adequate accommodation for illegal migrants has recently become
more pressing, with the entry into force on 1 January 2008 of a readmission
agreement with the European Community. In 2010, after a transitional period of
two years, Ukraine will face the requirement to house hundreds or even thousands
of illegal migrants from third countries, currently being held in the neighbouring EU
countries of Hungary, Slovakia and Poland, who reached the EU illicitly via
Ukraine.

European
Court of
Auditors, 2008

The project results achieved in this area of migration and asylum were unsatisfactory
mainly in respect of infrastructure. A key goal of the EU is to help provide
accommodation centres meeting international humanitarian standards for illegal
migrants as well as for asylum seekers.

In Ukraine, despite the EU support, this objective is far from being achieved: (a) the
detention and accommodation conditions for illegal migrants in existing centres
were often very far from acceptable — in general illegal migrants in Ukraine suffer
severely from over-crowded living conditions, insufficient sanitation and poor diet;
(b) the construction/refurbishment of new facilities for illegal migrants did not
advance as planned; (c) newly constructed temporary accommodation centres for
asylum seekers were underutilised or not used at all.

European
Court of
Auditors, 2008

The sustainability of detention and accommodation centres is jeopardized in
Ukraine by the lack of state funds for running and maintenance costs and because
there is an unclear division of responsibilities between the State Border Guard
Setvice and the Ministry of Intetior.

In its response t the Court’s report, the Commission replied that the division of
responsibilities between the SBGS and the Ministry of Internal Affairs is legally
determined and clear: the SBGS responsibility ends after 10 days (short term
detention), afterwards irregular migrants have to be handed over to the ministry of
Internal Affairs. However, since the ministry did not operate any custody centre
until recently, the law was not applied and the SBGS held migrants detained up to 6
months, the maximum duration allowed by Ukrainian legislation.

European
Court of
Auditors, 2008

Th e core of the project “Capacity building of migration management-CBMM 1,
Ukraine” (EU-contribution of 3,8 million euro) was to refurbish and equip two
former military sites as migrant accommodation centres for 1 260 persons. The
project steering committee decided in June 2006 to devote project money only to
refurbishing one of the sites. By the time of the audit (November 2006) no works
contracts were concluded and no money had been spent for refurbishment, some
three months after the project’s original finishing date (1.9.20006). Discussions were
still ongoing about fundamental aspects of the refurbishment, e.g. how the site
would be heated and what solution would be found for waste water. The steering
committee also decided to limit the numbers to be housed to 250. This means that
the EU funded capacity would be reduced by around 1 000 places in comparison to
the original planning.
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In Ukraine, at the end of 20006, only some 65 additional persons could be housed in
temporary accommodation centres (TACs) instead of the planned 350 (EU
contribution of 1.6 million euro for “Strengthening the asylum systems of Ukraine
and Moldova). The main reason was that the centre in Odessa was only half-used

European because of a lack of state-funded running costs, and that the 80-person centre in

Court of Mukachevo remained completely unoccupied for more than one year and a half, in

Auditors, 2008 | fact since its opening in April 2005. This wasteful situation in Mukachevo resulted
from the persistent failure to transfer ownership of the building from the border
guards to the responsible project partner institution. Meanwhile, those asylum
seckers lacking private means were living in tents and other short-term facilities run
by the border guards.

Final Report December 2010 Annex 8/Page 214




Country Strategy Evaluation — Ukraine

DRN-ADE-PARTICIP-DIE-ODI-EIAS-ICEIL

Joint
evaluation
report EU-
Ukraine Action
Plan, 2008

Work has started on improving infrastructure and procedures within the area of
readmission, aimed at meeting EU standards.

10M

Here is the information on holding facility capacity from our GoU partners:
Ministry of Internal Affairs

Total capacity of MOI facilities is 389 persons.

Zhuravychi (181 persons)

Rozsudiv (208 persons)

State Border Guard Service

Total capacity of all SBGS facilities is 573 persons

11 temporary holding facilities (THF) for 236 persons

72 special premises (SP) for 302 persons

1 dormitory for 35 persons

Note: Some TCNs (third-country nationals) are also provisionally held in THFs and
in the Dormitory for Women and Children in Mukachevo (the one dormitory listed
above).

Franck Duvell,
2007

Ukraine has only two temporary reception centres for asylum seekers and both are
mostly for women and families. One is in Odessa and has a capacity of 250
individuals, it is funded by the EU and UNHCR. The other is a much smaller
facility in Mukachevo (South West Ukraine) and it accommodates only 15-20
women and children. Both of these centres seem unpopular amongst asylum seekers
and residents often prefer to leave and find somewhere else to stay (various
interviews and own observations, 2007). This is either because asylum seekers miss
support from their communities which are residing in distant cities, (this was found
to be the case with asylum applicants who had left Odessa) or because they are
overcrowded at times, (this was the case in Mukachevo). Another (temporary)
reception centre for 80 individuals is planned in Lavritza (Western Ukraine) but
whether this will ever open is still questionable.

Unaccompanied minors are held in an asylum for orphans and street kids in Kiev,
but given the lack of any integration measures this seems an unsuitable solution
(HIAS, interview 4/2007). Access to health care is free according to legislation;
however, in practice patients have to pay a fee to General Practitioners (GPs),
which normally asylum seekers cannot afford.
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Border
Monitoring
Project
Ukraine, 2010

Visits to Chop detention centre and interviews with ex-detainees reveal legal
violation of maximum holding period, inhumane conditions, serious obstacles to
access to RSD procedutes, either due to inactivity or corruption of authorities and
lack of legal advice.

Interviews with refugees and other vulnerable migrants point to insufficient
conditions in open refugee holding facility of Latorica/Mukachevo, notably with
respect to material provisions.

Interviews with refugees and other vulnerable migrants illustrate absence of
counselling and social work (notably minors), as well as lack of schooling.
Interviews reveal lack of any support for those not staying or not admitted to TAC,
notably lack of housing, benefits, food, health care, legal advice and language
classes.

Interviews reveal frequent and ongoing refoulement from Hungary and Slovakia,
refusal of access to RSD procedures and generally to international protection in
both countries, e.g. for refugees and minors from Somalia, Iraq, Afghanistan and
elsewhere.

Problems identified

Living, sanitary and hygiene conditions in refugee detention and accommodation
facilities below all standards, high risk of stress and outbreaks of infectious diseases.
Lack of free legal advice.

Lack of interpreters and intercultural workers in migration services.

Lack of health setvice (consultation, drugs and surgery).

Lack of training and information for migration services and medical staff on
migration and refugee issues.

Discrimination on all levels.

GDISC, 2009

The consensus on the awaited institutional changes in the field of migration has not
been reached by the end of the year. Although attempts for such changes have been
ongoing for several years now, none of them has brought any concrete results.
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= 18.2.4 - Monitoring of migration movements

1O0M

Asylum

Ukraine is a signatory to the 1951 Convention relating to the Status of Refugees
(1951 Convention) and its 1967 Protocol[i]. The refugee protection legal framework
includes a somewhat restrictive interpretation of the refugee definition and does not
provide for complementary forms of protection. Administrative mechanisms for the
protection of refugees are compromised by insufficient state budget allocations to
asylum, as well as the constant restructuring and debate over the reassignment of
responsibilities for asylum. In turn, the efficiency and quality of and access to
asylum and substantive procedutes continue to be affected|[ii].

The asylum authorities received some 1300 asylum claims in 2009, a decrease of
45% compared with 2008 and 126 persons were recognized as refugees in 2009. As
of 31 December 2009, there were 2,334 recognized refugees living in Ukraineliii]
and since 2002, 1,157 refugees have been naturalized in Ukraine.

Ukraine currently faces the phenomenon of secondary movement of asylum seekers
from the country, which may in part be explained by the many shortcomings in
refugee protection. The low recognition rate, absence of complementary forms of
protection, poor reception conditions and difficulties faced by refugees in
integrating]iv] all contribute towards influencing asylum seekers to risk leaving the
country. The Government of Ukraine is however, in partnership with the UN
System as well as civil society focused on reforming its asylum management
system[v].

[i] Ukraine ratified the Convention and its 1967 Protocol without reservations on 10
January 2002. 10. The 2001 Law of Ukraine on Refugees is the principal legislation
governing refugee matters in Ukraine.

[ii] By February 2010, a backlog of around 600 cases was pending decision with the
State Committee for Nationalities and Religions (SCNR).

[1ii] 53% from Afghanistan, 27% from the Former Soviet Union, 11% from African
countries and 9% from other Middle-Eastern, Asian or European countries). 19%
were adult female and 54% adult male, 24% children, 3% elderly. In 2009, 2.2% of
refugees acquired Ukrainian citizenship.

[iv] While local integration is promoted as a solution for refugees in Ukraine,
chances of local integration available to some remain poor for others, mainly due to
lack of implementation of existing legislation and of 1951 Convention obligations,
absence of the respective local integration systems, non-harmonized legislation as
well as a chronic lack of state funds to address the issue.

[v] Crucial additional guidance has come from the “Ten Point Plan of Action for
Refugee Protection and Mixed Migration” (global) and as of June 2007 the “Ten
Point Plan of Action for Refugee Protection and Mixed Migration For Countries
Along the Fastern and South Eastern Borders of the European Union Member
States” (10 PPA)[v]. These documents have been central reference points for
strategy development and programme implementation.

Statistics for 2009 (number of detained migrants during the year at certain centres):
= Volyn MAC — 428 (Ministry of Internal Affairs)

= Chernihiv MAC — 495 (Ministry of Internal Affairs)

- Chop THF — 2221 (State Border Guard Service)
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Since 2000, IOM has identified and assisted over 5,300 victims of trafficking (VoTs)
returned from 65 countries, including 24 EU MS. Seven per cent of this number are
third country nationals trafficked/returning through/ to Ukraine.

Number of VoT by top 10 destination countries,
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10OM’s Counter-Trafficking Programme cooperates with a network of civil society
organizations located in nearly every Oblast of the country and other international
organizations (ILO, OSCE, British Council, American Bar Association, Peace Corps,
La Strada and others).

IOM assists government agencies, including the Ministry of Interior of Ukraine,
particularly its Counter-Trafficking Department (CTD), and the Ministry of Ukraine
for Family, Youth and Sports, in their counter-trafficking efforts with financial
support from the European Commission, Governments of Denmark, Italy, Norway,
Sweden, Switzerland, the United States, and the Wotld Childhood Foundation.

The IOM Medical Rehabilitation Centre established in 2002 has provided
confidential and comprehensive medical and psychological assistance to more
than 1,200 VoTs. Additionally, IOM NGO partners in Zhytomyr, Chernivtsi,
Kherson, Lutsk, and Lviv run regional reintegration centres (shelters) for VoT's
requiring long-term assistance.

IOM collects trafficking data based on information obtained directly from assisted
VoTs and service providers (NGOs), including qualitative and quantitative
information. IOM VoT statistics provide the number of victims assisted, their gender,
type of exploitation, the number of criminal cases filed against human traffickers by
the Ministry of Interior, etc. IOM also conducts thematic researches to improve the
available information on trafficking.
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1OM
Migration
Bulletin
Ukraine 2009

Irregular Migration: Ukraine is considered an origin, a transit and a destination
country. Ukraine receives irregular migrants who are detained on their way to
Europe. The number of irregular migrants transiting Ukraine and detained by
Ukrainian State Border Guards (SBGS), according to official statistics, steadily grew
from a mere 148 in 1992, to a peak of approximately 8,100 in 2007 and 6,100 in
2008. Closer observation points to an increasing number of irregular migrants from
Western Newly Independent States (WNIS) countries. The top 4 countries are
shown in the below chart.

Number of irregular migrants from WNIS countries, 2004-2008

@ Belarus
m Georgia
O Moldova
O Russia

Russia
Moldova
Georgia
Belarus

According to the Ministry of interior of Ukraine, 13,229 irregular migrants were
detected in the country in 2008 (see graph below).

Number of detected irregular migrants, Mol

2002 2003 2004 2005 2006 2007 2008 2009

According to the SBGS there were 29,700 irregular migrants attempting to enter
Ukraine in 2008, of which 24,800 persons were denied entry. The SBGS graph
below on the left shows aggregate data of those apprehended at the border,
attempting to enter Ukraine, as well as those denied entry (accumulative figures). By
contrast, the graph on the right illustrates the SBGS statistics exclusively on the
number of migrants actually apprehended at the border, separate from the number
of those denied entry into Ukraine.
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Number of detected irregular migrants SBGS
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According to the Ukrainian law, irregular migrants are subject to a formal legal
process once their country of origin is identified, to determine whether they have a
right to seek asylum in the country of detention. If not, they are subject of
deportation. State Border Guard officials propose to apprehended irregular migrants
to return to their country of origin voluntarily, but an authorized procedure of
forced removal remains in place if necessary. According to the State Border Guard
Statistics, between 2004 and 2008 the increasing tendency in both types of
deportations from Ukraine was stable with insignificant fluctuations (2004, total of
5,002 (4,807-voluntary and 195-forced) at 2000, total of 5,406 and in 2008 total

1OM
Migtation 3,700 (3.,30.0—\7011..1ntary and .435-forced). . .
Bulletin The majority of irregular migrants try to enter Ukr?une through the U.kr‘alman- .
Ukgaine 2009 | Moldovan border (around 22% of those were detained) and the Ukrainian-Russian
border (21,3% of those were detained), and to leave the country across the
Ukrainian-Slovakian (almost 60% of those were detained) and Ukrainian-Polish
borders (20% of those were detained). In 2008 flows of irregular migrants also
moves to the Hungarian border due to loyal visa policy in Hungary.
Number of foreigners apprehended for irregular border crossing by
border segment, 2004-2008
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Number of irregular migrants apprehended by the Ministry of Interior

Country of Total Persons per year
origin
persons % 2003 2004 2005 2006 2007 2008
Total 84064 | 100,0 17000 15438 14441 | 11296 12660 13229
Including
citizens of:
Russia 11,350 14% 3,144 3,176 2,808 2,222 2,406 2,156
IOM Azerbaijan 8,381 10% 2,340 2,371 2,139 1,531 1,712 1,783
R . Moldova 7,021 8% 2,007 1,782 1,795 1,437 1,583 1,563
Migration Armenia 4,414 5% | 1,314 | 1,192 | 1,046 862 930 821
Bulletin Georgia 4,235 50 | 1,114 958 | 1,172 991 | 1,323 | 1,779
Ukraine 2009 Uzbekistan 4,229 5% 748 1,060 1,226 1,195 1,626 2,394
China 3,839 5% 1,437 996 865 541 280 390
India 2,217 3% 864 627 372 354 181 66
Pakistan 1,357 2% 365 449 252 291 486 184
Tajikistan 1,288 2% 373 366 352 197 267 211
Vietnam 1,207 1% 260 303 404 240 183 209
Bangladesh 860 1% 394 201 144 121 66 36
Afghanistan 730 1% 372 218 108 32 46 98
Other 7,047 8% 2,268 1,739 1,758 1,282 1,571 1,539
countries
Expelled persons by their
countries of origin
Years
2002 2003 2004 2005 2006 2007 2008
Total expelled persons 15881 | 13548 | 12,271 | 12,375 | 11,108 | 12,783 | 14,334
Including from countries:
Russia 3,060 | 2438 | 2577 | 2510 | 2,016 | 2,327 | 2,237
Azerbaijan 2498 | 2246 | 2,165 | 2,009 | 1,667 | 1,847 | 1,922
Moldova 1955 | 1823 | 1697 | 1,722 | 1,523 | 1,844 | 2,042
Armenia 1378 | 1,162 951 902 845 959 771
Georgia 1,014 917 781 980 1,015 | 1414 | 1,779
10OM Uzbekistan 619 667 976 1,187 | 1,227 | 1693 | 2526
. . China 688 1,177 636 788 587 314 485
Migration India 683 533 374 213 217 112 53
Bulletin Tajikistan 330 312 273 288 183 244 220
: Belarus 171 149 204 259 263 213 263
Ukraine 2009 Vietnam 378 132 134 204 176 134 194
Pakistan 209 155 260 91 187 207 154
Bangladesh 266 229 147 58 82 37 24
Afghanistan 381 167 72 45 20 23 71
Other countries 2,080 | 1,358 945 1,000 | 1,107 [ 1415 | 1593
Stateless 171 83 79 29 13 21 28
Forced removal 2,318 1,607 2,211 1,808 1953 2008 2495
Entry ban to Ukraine 3583 | 5890 | 7946 | 7069 | 9,193 | 11,093 | 13561
Persons placed in reception
facilities for illegal migrants 6,983 5,385 3,752 3,113 1,299 253 242
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= 18.2.5-Impact data on the volume of illegal migrations and asylum seekers

1OM
Migration
Bulletin
Ukraine 2009

Ukraine is seriously affected by trafficking in persons and is still recognized as a major
country of origin and transit for trafficking in Europe, as well as increasingly a
country of destination.? Internal trafficking is a growing issue for the country as well.
It is estimated that over 117,000 Ukrainians have been trafficked since 1991 for the
purposes of sexual, labour and other forms of exploitation.? IOM Mission in Ukraine,
in cooperation with its partners, has identified and assisted over 5,300 victims of
trafficking (VoT) since 2000. These persons returned from 65 different countries,
including countries as far away as South Korea, Nigeria and Yemen. However, more
than 80 per cent of VoT's were trafficked to only six countries: Turkey, Russia,
Poland, Italy, United Arab Emirates (UAE) and the Czech Republic.* Women remain
the larger risk group for all types of exploitation; and the male caseload was 24 per
cent in 2007-2008. The IOM trafficking caseloads for labour exploitation and for
sexual exploitation in 2008 are approximately equal.

Upon returning home, VoT's encounter a number of problems, including medical,
psychological/ psychiatric, social, financial, family-related and other. To be able to
return to normal life, victims require comprehensive reintegration assistance that
would address their different needs. Currently, the national legislation for social
protection does not provide sufficient mechanisms of government assistance to
VoTs. Although the State Programme to Combat Trafticking in Human Beings till
2010 states assistance to victims as one of its goals, yet it does not provide adequate
funds for such assistance aside from limited in-kind support towards reintegration
activities.

The bulk of reintegration work is done by non-governmental service providers
(NGOs) who form the core of the current referral system in Ukraine serving as the
focal point for identification, referral and assistance of trafficking survivors. NGOs
provide and/ ot channel assistance to VoTs, including medical, psychological, legal,
financial assistance, vocation training, educational support, family/ child support,
housing etc. with international funding. All assistance is provided free of charge on
the principles of confidentiality and informed consent. To date, according to the IOM
statistics, over 77,6 per cent of those assisted by the specialized NGOs have been
employed, 15 per cent reinstated into educational system, and less than one per cent is
“unknowns”.

2 See the US Department of State Trafficking in Persons Report 2007. pp. 251-253.

3 IOM 2006

4 IOM Statistics, September 2008.

5 VoTs who disappear from the system and their further destiny is unknown to any of the stakeholders
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In 2006, 26,000 individuals were apprehended by the State Border Guards Service
(SBGS) for illegally crossing a Ukrainian border, of these, 1,100 were Russian citizens,
and Chechens are part of this group (S6derkoping process 2007). Another 11,000
irregular immigrants were registered by Ministry of Interior, of which about 2,000
were Russian citizens (ibid.). Altogether, between 2003-6 59,000 (2,570 Russian
citizens) were apprehended on the border, respectively 56,000 (10,700 Russian

Fr.z.l ack citizens) on the territory (ibid.). About one third of the total were apprehended whilst
Davell, 2007 . . .
crossing the borders of an EU country (Poland, Slovakia, Hungary, and Romania)
(SBGS 2005). The number of those who are able to cross a border without being
detected is supposedly higher, suggested multipliers range from 1:2 to 1:8, though a
ratio of 1:3 to 1:4 seems more plausible. This trend is confirmed by refugee support
NGOs who report that they are losing half of their case load supposedly due to
irregular on-migration.
Counter-trafficking statistics
Dynamics of Criminal Cases and Convictions
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JC 8.3 — The Commission’s interventions contributed to more effective fight against cross-border
illegal activities, in particular trafficking in human beings and drugs

Preliminary findings related to the JC based on the findings of the Indicators

= 18.3.1- New legislation, including the ratification of international instruments, and policy
mechanisms in the field of human beings and drug trafficking

ENP Progtress
Report, 2004

The Ukrainian Border Troops have been legally demilitarised and transferred into
the State Border Service, which was established by law in June 2003. A number of
measures to strengthen the fight against organised crime (e.g. on prevention of
trafficking in women and children) and corruption were taken in February 2003.
Ukraine has adopted legislation with a view to the ratification of the UN Convention
against Transnational Crime and its additional Protocols on smuggling and
trafficking on 4 February 2004. Ukraine has, however, not yet deposited the
instrument of ratification with the United Nations.

ENP Progtress
Report, 2004

Ukraine is an important transit country for drug trafficking and since 2000 has
intensified its efforts on enforcement capacity building (e.g. creation of a drugs
intelligence data base). The Council of Europe Convention on Laundering, Search,
Seizure and Confiscation of Proceeds from Crime has been ratified and a law on
preventing and counteracting money laundering was adopted in November 2002,
and subsequently amended on the basis of recommendations of the Financial Action
Task Force (FATF). A state department of financial monitoring was created in
January 2002. In February 2004 Ukraine was deleted from the FATF
“noncooperation” list.

ENP Progtress
Report, 2006

In the fight against trafficking of human beings, Ukraine signed the Council of
Europe Convention on Action against Trafficking in Human Beings in November
2005 but has not yet ratified it. In January 2000, the Criminal Code was amended as
to include criminal liability for human trafficking and crimes related to prostitution.
The 2006 Action Plan on the Prevention of and Counteracting Legalisation
(Laundering) of Proceeds Obtained and Terrorism Financing was approved by the
Government in April 2006.

ENP Progtress
Report, 2006

The UN Convention on Trans-national Organised Crime is being implemented in
the context of regional cooperation, particularly trafficking in persons. In this regard,
further attention needs to be given to prevention as well as the reintegration of
victims and protection of witnesses in cooperation with civil society groups.

Work in the fight against drugs continued apace in line with Ukraine’s international
commitments with an additional focus on cooperation with other countries in the
Black Sea region. Progress in the area of prevention would be assisted through
enhanced cooperation with civil society groups

ENP Progtress
Report, 2006

Reform of the State Border Guard Service (SBGS) continued in line with the targets
of the 2015 plan in the area of upgrading of legislation, infrastructure and personnel
training. It is currently developing a risk analysis model based on the Common
Integrated Risk Analysis Models.

With the help of the projects, large-scale public awareness campaigns were carried
out in Moldova and Ukraine (e.g. theatre performances, numerous publications, toll-

Cgiiff);}n free hotlines), and humanitarian assistance was delivered to hundreds of victims of
. trafficking (e.g. legal support, medical assistance, housing allowance, transport
Auditors, 2008 . . L, )
assistance, vocational training, ’in-kind’ grants for small business start-up). Thus the
aspects of prevention and reintegration were well covered by the projects.
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{: 33£ation The EU and Ukraine cooperated closely on the reform of the State Border Guard
report EU- Serv%ce based on the Servige’s development concept up to 2915, aimed at making the
Ukraine Serv1g: “Schengen—compagble”. As of ]angary 2008, conscripts are no longer
Action Plan recruited for border guarding. A new recruitment system has been introduced, and a
2008 ’ reform of the career development system has been initiated.
Ukraine has signed and ratified 13 readmission agreements, including agreements
with the Russian Federation, Bulgaria, Georgia, Hungary, Latvia, Lithuania,
International Moldova, Poland, Slovakia, Switzerland, Turkey, Turkmenistan, and Uzbeki;tan.
. Currently, there are no centralized statistics on how these agreements are being
Organisation

for Migration,
2008

applied.

On 15 January 2008, the Ukrainian parliament, the Verkhovna Rada, ratified the
readmission and visa facilitation agreement between Ukraine and the EU. The
ratification (Draft Bill No. 0011) was supported by 226 MPs, with 226 votes required
for endorsement. The agreement was signed in June 2007.

ENP Progtress
Report, 2006

As regards trafficking in human beings, Ukraine has bilateral cooperation agreements
in this area with all EU Member States except Malta, Cyprus, Ireland and Slovenia,
focusing on information, technical and personnel exchanges. The Council of Europe
Convention on Action against Trafficking in Human Beings although signed, has still
not been ratified.

Further attention is needed to combat trafficking and to develop prevention,
protection and rehabilitation measures in an integrated manner.

Responsibility for the fight against drugs lies with the National Security Service and
the Ministry of the Interior, which registered an increase in drugs seizures. Ukraine
plays a major role in combating the opium trade to the EU and actively participates
in the BUMAD programme at regional level. Ukraine continues to implement the
1988 United Nations Convention against the Illicit Traffic in Narcotic Drugs and
Psychotropic Substances and is a member of the United Nations Commission on
Narcotic Drugs.

International
Organisation
for Migration,
2008

The Government of Ukraine addresses the phenomenon of trafficking within the
framework of the State Programme against Human Trafficking 2006-2010. Within
the government, the Ministry of Family, Youth and Sport assumes a coordinating
role in the implementation of the state programme. In addition, the Countet-
trafficking Department within the Ministry of Interior, currently the largest
specialized unit worldwide with more than 600 active officers and active in all oblasts
of Ukraine, carries the leading role in the effective criminalization of this
transnational crime.

IOM interview

New law on border control is based on the Schengen acquis and thus orientates itself
at EU standards.
The 2015 strategy of the SBGS is aimed to make the SBG an EU type organisation
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= 18.3.2 - Establishment of information gathering systems and observatories in cross-
border criminal activities

European
Court of
Auditors, 2008

Ukraine and Moldova are major source countries for the trafficking of women and
children for the purpose of forced prostitution in Europe. Recent years have seen
also a growth in the trafficking of men, who are compelled, for instance, to work as
labourers. The full scale of the practice remains relatively unknown, due to the very
nature of organised crime, and because few people are willing or able to report what
has happened to them to the authorities. This is aggravated by a lack of witness
protection measures.

Concerning drug trafficking, Belarus, Ukraine and Moldova are seen as transit routes
towards EU Member States. The banking systems have been increasingly used to
launder the proceeds of serious crime.

European
Court of
Auditors, 2008

As regards human beings trafficking, getting evidence is a major challenge, since the
criminal act often occurs outside Moldova or Ukraine. National authorities blamed
the slowness of other countries to respond to requests for mutual assistance. To help
circumvent such procedural blockages, the projects paid for networking visits for law
enforcement officers to countries of transit and destination of victims. In addition,
police officers took part in workshops on investigative techniques and anti-
trafficking legislation was reviewed. Weaknesses persist in mutual assistance
arrangements.

International
Organisation
for Migration,
2008

Ukraine is a major country of origin for trafficking in persons. It is less often a
country of transit and rarely a country of destination. The IOM Mission in Ukraine
collects data on victims of trafficking that have entered the IOM Counter-trafficking
Programme and received some type of rehabilitation and reintegration assistance.
There is a referral system in place among law enforcement bodies of Ukraine, NGOs
dealing with counter-trafficking, and the IOM office in Kiev where number are
being collected and analysed.

To date, 3,544 victims of trafficking were helped through IOM Kiev, which includes
350 third- country nationals. While identified victims were exploited in 53 different
countries of the wotld, in 2006, 66 per cent of the caseload was trafficked to the
following three countries: Turkey, Russia, and Poland.

EUBAM
interviews

With the help of EUBAM, Ukraine is moving towards a risk analysis system,
including systematic profiling.

= 18.3.3 - Exchange of information between the relevant enforcement bodies (judiciary,
border guards, custom officers)

European
Court of
Auditors, 2008

In the area of fight against the traffick of human beings, results remained below
expectations regarding the criminalisation and prosecution components, in
particular as regards information sharing between law enforcement agencies. In
Ukraine, the TACIS monitors noted that the State Border Guard Service was not
cooperating in information exchanging initiatives. The measure to equip border
checkpoints with the i24/7 system21 failed when the tendering process was
cancelled due to the Ukrainian stakeholders insisting on a supplier whose prices
were far higher than the market rate.
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About BUMAD. Slow progress was noted in the components of legislation and of
police intelligence. The necessary cooperation between customs, border guards,
police and secret services for effective criminal investigations is not yet sufficiently
developed in the three countries. Setting up national systems to support the criminal

Egiffﬁn investiggtion of drug trafﬁcker.s requires not on.ly app.ropriate analytical tools, but
Auditors. 2008 also a high deg%ee of cooperation among agencies which ha\(e not_beep accustomed
’ to share operational data in a systematic way. Imbalances in investigative powers are

a further complication. The Commission, when planning the project,
underestimated the time needed to change ways of operational thinking and to
overcome rivalry between enforcement bodies.
Commission’s response to the Court’s report.

European In its attempt to assist better information sharing among the Ukrainian law-

Court of enforcement, the Commission in cooperation with Interpol has since explored the

Auditors, 2008 | possibility of extending i24/7 to the SBGS of Ukraine. However, for reasons related
to national sovereignty this extension proved not to be feasible.
EUBAM has made recommendations for better cooperation within the framework
of integrated border management, and these are now step by step being

EUBAM .

. . implemented at the central level.

interviews

The customs service and SBGS do now —stimulated by EUBAM — a common
quarterly security assessment.

= 18.3.4 - Evidence of cooperation, including exchange of statistical data and experience,
with Interpol and interested Member States on trafficking of human beings and drugs

ENP Progtress
Report, 2006

Co-operation agreements between Ukraine and EUROPOL and EUROJUST are
being negotiated. In August 2005, Ukraine signed the Council of Europe
Convention on Protection of Personal Data.

ENP Progtress
Report, 2007

Draft legislation on the implementation of the CoE Convention on the Protection
of Personal Data was prepared and a cooperation agreement was concluded with
Eurojust. Concluding a cooperation agreement with Europol remains a priority. The
implementation of personal data protection and ratification of the CoE Convention
are prerequisites for the conclusion of the agreement and for cooperation with these
organisations.

ENP Progtress
Report, 2008

Practical cooperation between SBGS and FRONTEX focused on joint operations
covering the total length of the EU’s external border with Ukraine, for instance
through the ‘Five Borders’ joint-pilot project.

ENP Progtress
Report, 2008

In the area of police and judicial cooperation, draft legislation on personal data
protection was presented to Parliament and the President in April 2008 to enable
prompt ratification of the Council of Europe Convention for the Protection of
Individuals with regard to the Automatic Processing of Personal Data. However,
the President withheld his signature, which led to further postponement. In
October 2008, a first meeting took place with Europol to negotiate a future
Ukraine-Europol Agreement while the signature of the Cooperation Agreement
between the Public Prosecutor’s Office and Eurojust remains suspended due to the
non-ratification of the above Convention. Failure to move to its ratification will also
impede further development of cooperation with Europol and in the area of
document security and border management.

European
Court of
Auditors, 2008

Commission’s response to the Court’s report.

Ukraine has not yet ratified the Council of Europe convention on data protection
which is a requirement if personal data is transmitted. The Commission is urging
Ukraine to ratify the convention in order to enable law enforcement services to
cooperate with each other. The non-ratification of the data protection convention is
also a reason why no strategic agreement has yet been signed with Europol.
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Joint
evaluation
report EU-
Ukraine
Action Plan
2008

>

Frontex and Ukraine concluded a working arrangement as a step towards their
operational cooperation on border management issues. Concluding a strategic
cooperation agreement between Ukraine and Europol, aimed at enhancing the
common fight against organised crime, remains a priority.

Delegation’s

A Memorandum of Understanding has been signed on 28/01/2010 between the
EU Drugs agency (EMCDDA) and the Ukrainian Medical and Monitoring Centre
on Drugs and Alcohol (UMMCDA) in the collection, processing and dissemination
of drug information.

The MoU, signed for an initial period of five years, will help the parties develop
joint methods of monitoring illicit drug use. It also allows for a regular exchange of

website information on new drug types and psychotropic substances appearing on the illicit
drug market, as well as the technologies used in their production. Under the
agreement, the EMCDDA will facilitate training and the exchange of experts and
scientific research results (e.g. related to illicit drug trafficking, monitoring the drug
situation and other issues of mutual interest).

EUBAM Some info exchange with Interpol 2).4 per rponth, not frequent enough .

interviews In 2010 Euﬁopol came for the first time with a mobile office to a country outside
the EU, which can be counted as another success of EUBAM

EUBAM There is an increasing degree of cooperation with Moldova, in the framework of

interviews EUBAM, including joint border control operations, automatic pre-arrival data

exchange, a common monthly security evaluation.

= 18.3.5- Regional cooperation developed in the fields of human beings and drugs

trafficking

BUMAD
Website

The BUMAD (Belarus, Ukraine and Moldova against Drugs) Programme is initiated
and financed by the European Commission (EC). The programme’s main
objective is the reduction the intensity of drug trafficking both inside the three
countries and from their territory to the EU member states.

Seven BUMAD projects are aimed to discuss the legal base, to reduce a demand for
drugs and improve an inter-regional cooperation on this issue. The programme’s
main players group includes Ministry for Internal Affairs of Ukraine, the State
Security Service of Ukraine, the State Committee for Protection of the State Border
of Ukraine, and State Customs Service of Ukraine.

European
Court of
Auditors, 2008

A significant project in the fight against organised crime is called “Drug control
multisectoral assistance and institution building in Ukraine, Moldova and Belarus”
(BUMAD). BUMAD is a multi-annual activity in three phases which started in 2003
and is expected to finish at the end of 2008 (overall EU-contribution of 6,5 million
euro).

Most of the activities foreseen under the different sub-projects were carried out (e.g.
legal assistance, seaport control (Ukraine), land border control, police and
community prevention). The general picture at the end of the second phase (January
2007) is that good progress has been made in setting up national anti-drugs
structures, for example the national drugs observatories, courses in drugs
prevention in the respective police academies or training in drugs demand reduction
to numerous NGOs in the three countries.

ENP Progtress
Report, 2004

Ukraine is party to a trilateral Agreement with Moldova and Romania on the fight
against organised crime in the border regions.

ENP Progtress
Report, 2006

Co-operation agreements between the Ukrainian and Slovakian, Belarusian and
Moldovan border guard services were signed in 2005.
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= 18.3.6 - Impact data on changes in the number of traffickers apprehended, the number of
potential victims counselled, the number of victims supported

EUBAM detected major difficulties in securing criminal prosecutions for smuggling
(insufficient legislation; inefficient interaction/unclear roles of the state customs
service, state border guard setvice, tax police and secutity service; pootr demarcation

Egif Zﬂ of green border). Most cases were not prosecuted as criminal, but only as
Auditors. 2008 administrative infringements without obligatory confiscation of the goods involved.
’ EUBAM reported also that due to the level of corruption in the prosecutor’s offices
and judiciary, smugglers have been released and the smuggled goods returned to the
smugglers.
According to data from the State Border Guard Service of Ukraine for the last three
International years the numl?er of irregular migrants \yho transit Fhrough thé Ukrainian territory
Organisation has been growing. The total number of irregular migrants detained by MOI and

for Migration,
2008

State Border Service units was 25,539 in 2004 and 32,726 in 2005.61 There ate
reasons to believe that, every year, thousands of irregular migrants manage to transit
through Ukraine and only 5-10 per cent of all irregular migrants transiting through
Ukrainian territory are detained by the Ukrainian government.

= 18.3.7 - Data or experts opinion on change in the volume of illicit trade prevented or

detected

Source

No information retrieved

= 18.3.8 - Data on change in levels of drug seizure

Up to the completion date of BUMAD 2 (January 2007), heroin and cocaine
seizures were modest. Only two international attempts to traffic heroine in Ukraine

European were uncovered, with the help of software delivered by the project. Seizures of
Court of drugs in all three countries concerned mainly locally-produced poppy seed and
Auditors, 2008 | cannabis. However the Ukrainian Security Service reported in July 2007 that in
cooperation with the U.S. Drug Enforcement Agency and Turkish law enforcement
organisations 174 kg of heroin were confiscated in Illichevsk seaport.
Commission’s response to the Court’s report.
At the time of the Court’s visit seizures were indeed modest. However, the results
European have improved significantly since then. Ukraine seized in 2007 a total of 415 kg
Court of heroin and 19 kg cocaine, and in the first five months of 2008 214 kg heroin and 41
Auditors, 2008 | kg cocaine. In Moldova, a seizure of 200 kg heroin was made in February 2008. The
EC project has certainly contributed to the successful seizures through its capacity-
building activities.
Drug seizures in Ukraine (Kg)
Heroin Cocaine Synthetic
UNDP Belarus drugs
Website 2006 47 14 14.3
2007 412 19.3 5.1
2008 216 42.5 31.6
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EQ 9 on Budget Support

To what extent does the Commission’s move towards the use of Budget Support facilitate

the implementation of reforms, contribute to improved institutional and regulatory

frameworks and to improved management and performance?

Judgement criteria and indicators

Inventory

In September 2008, a Financing Agreement has been signed between the
Commission and the GoU for the provision of budget support in the amount of
€82 million (plus €5 million technical assistance) in support of the
implementation of the GoU strategy in the energy sector. It is the first budget
support programme ever implemented by the Commission in Ukraine.

In December 2009, Financing Agreements have been concluded for two more
sectoral budget support programmes:

e aprogramme in support of removal of technical bartiers to trade (budget
support: €39 million + technical assistance: 6 million);

e aprogramme in support of enhanced energy efficiency (budget support: €63
million + technical assistance: 7 million)

JC 9.1 — The Commission’s SBS inputs are adapted to the specific sector needs and context

Preliminary findings related to the JC based on the findings of the Indicators

= 19.1.1-Evidence that the EC BS respond to a need (demand from GoU, existing sector
dialogue, joint donor initiative, harmonisation and alignment...)

Report of the
Identification
mission, 2006

In December 2006 consultants were contracted by the Commission to contribute
to the identification of a budget support programme to be implemented by the
Commission in Ukraine. What was initially considered by the Commission was a
budget support programme in support of PEM reforms. It however rapidly
appeared that conditions were not met for implementing BS in this sector. In
particular, there did not exist at that time a clear strategy of the GoU to reform
PFM. The GoU was discussing with the World Bank a PFM modernization
programme, which gave rise to a World Bank credit of USD50 million in January
2008. But the three basic conditions for implementing BS were met in the energy
sector, that is (i) a clear Government strategy consistent with the principles and
policies promoted by the European Union; (ii) a structured policy dialogue
between the Government and the EU; (iif) a mechanism for jointly monitoring
the outcomes of the strategy implementation.

Report of the
Identification
mission, 2006

In their first mission report, the consultants in charge of identifying the BS
programme noted: “The Ukrainian partners of the European Commission neither
have any experience nor any knowledge of budget support. Whenever the
consultants mentioned that future cooperation between the European Union and
Ukraine might resort to this financing instrument, their Ukrainian interlocutors
expressed serious worries. To their understanding budget support would imply
that Commission funds are transferred to a special bank account out of which
specific expenditures could be financed provided they have been previously
agreed with the European Commission and are executed in compliance with the
EC procurement rules. Providing information to the Ukrainian partners of the
Commission on what is budget support, how it is managed and what are the
respective responsibilities of both parties is, in the consultants view, a prerequisite
to the implementation of any budget support programme in this country.”
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Report of the
Identification
mission, 2006

The consultants also noted in their first mission report: “Most of the Delegation’s
staff members do not have either any experience of budget support. They do not
have a clear understanding of the reasons that led the Commission to adopt this
financing instrument, nor have a clear vision of what formulating and managing a
budget support programme implies for the Delegation. In the consultants view
there is an urgent need to prepare the Delegation’s staff to their new tasks
through the delivery of an ad hoc training programme.”

EU Ukraine
Energy
Cooperation,
2007

The second joint EU-Ukraine report on the implementation of the MoU on
energy cooperation indicates, in its chapter on commission support, that “with
respect to the 2007 ENPI National Action Programme for Ukraine, the energy
component will be implemented in the form of a sector policy support
programme (including sector budget support) as all the necessary preconditions
are met”

Mention is made of the importance of investments in oil and gas infrastructure, in
particular the metering of oil and gas flows at Ukraine’s international borders.

EAMR, 2007

Although the bilateral talks and discussions on the approaching introduction of
the budgetary support have been held for two years, the Ukrainian side used
different occasions to mention that they were not fully knowledgeable about the
implementation mechanisms of the budgetary support in Ukraine. The
Delegation hosted a training course on budgetary support in the ENP region for
Delegation staff and national authorities, namely Ministry of Economy, Energy,
Finance and Justice: this contributed to clarifying the BS approach and it raised a
number of practical questions on implementation, in terms of budgetary
provisions, legislation, internal coordination, etc. Following insisting requests by
the Delegation, the Ukrainian Ministry of Economy set up in December 2007 a
task force to address the practicalities of the BS implementation from the
Ukrainian side: this task force includes the Ministries of Finance, Economy and
Energy, State Treasury and the EC. Three meetings were held on AP 2007
budgetary support in different compositions to decide on internal procedures
necessary for BS implementation. One meeting was convened to discuss AP 2008
budgetary support projects in January 2008.

= 19.1.2-Evi

dence of the Commission having an active policy dialogue with the

government on the sector strategy and its implementation

MoU on
enetrgy

A Memorandum of Understanding on cooperation in the field of energy has been
signed at the EU-Ukraine Summit of December 2005. This MoU sets forth
objectives and plans activities in five areas: nuclear safety; integration of electricity
and gas markets; security of enetgy supply and transit of hydrocarbons; structural
reforms in the coal sector; and energy efficiency. The MoU on energy
cooperation has been further detailed through Aide-Memoires signed between
the Ukrainian Ministry of Energy and the European Commission in September
and October 2006. Implementation of the MoU gives rise to half-yearly progress
reports. Five working groups, one for each of the five areas addressed in the
MoU, have been established.

AidCo

A condition for the disbursement of the 1+t fixed tranche of the Energy BS was
the establishment of a “Joint Monitoring Group with a view to following up
fulfilment of the programme’s conditions”.

The setting up of the Ukrainian side of the JMG was notified to the Delegation in
November 2008.
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The first meeting at technical level of the Joint monitoring group was held on le 4
September 2009. Such a meeting had been proposed by the Delegation as early

ggfﬁgﬁj;on as December 20Q8. _
EAMR 2009’ A high level meeting of the JMG was planned in November 2009.
The Commission recommends having JMG meetings at technical level every two
months.
D . A second meeting of the JMG at technical level has taken place early 2010 but the
elegation

JMH at high level has not met up to now (May 2010)

= 19.1.3 — Evidence that disbursement conditions, notably the indicators attached to the
variable tranche, are based on a shared (GoU/UE) identification of constraints to be
overcome, and that they are owned by the GoU and harmonised with those of other

donors

EU Ukraine
Energy
Cooperation,
2007

The third joint teport on the implementation of the Energy MoU dated 29/08/08
indicates that disbursements are conditioned to the attainment of jointly agreed
benchmarks” (underlined by us). These benchmarks are presented in an annex to
the joint report.

The joint report is signed for the Commission by Ms Ferrero-Waldner (EC
Commissioner for External Relations and European Neighbourhood Policy) and
Mr Piebalgs (EC Commissioner for Energy) and for the GoU by Mr Yuri Prodan
(Minister of Fuel and Energy).

Energy BS
TAP

There are 22 indicators and sub-indicators attached to the variable tranche of the

Energy BS. They refer to :

e Public procurement (law submitted to the Parliament, then implemented)

e Strengthening of the capacity and independence of the National Electricity
Regulatory Commission

e Stabilisation of the quasi-fiscal deficit in the energy sector

e Preparing integration of Ukraine in the EU energy market

e Adoption and implementation of a modernisation plan for the oil and gas
transit network

e Finalisation of financial agreement with IFIs for priority projects

e Harmonisation of legislation with the EU oil directives

e Design and begin construction of a pilot international gas metering station

e Reduction of the energy intensity of the Ukrainian economy

e Improvement of the energy efficiency of the gas compressors stations on the
gas transit system

All these indicators are in line with the Energy MoU. However assessment of the

indicators by the Commission in September 2009 showed that some of these

indicators should be more clearly formulated.

Final Report

December 2010 Annex 8/Page 232




Country Strategy Evaluation — Ukraine

DRN-ADE-PARTICIP-DIE-ODI-EIAS-ICEIL

= 19.1.4 - Evidence that the financial resources made available through BS contribute to
closing the gap of the sector medium-term financing plan and have a significant
contribution to the sector annual financing needs

Consolidated budgetary expenditures (UAH million)

2003 2004 2005

Total 103,467 141,818 192,112

Fuel and Energy 3,583 4,820 4,142
IMF, Statistical | | Of which coal mines 2,655 3,680 3,040
Appendix, Excluding coal mines 928 1,140 1,102
2007

Exchange rate €/ UAH 5.96 6.58 6.44

Expenditures for energy

excluding coal mines (€ 155.7 172.3 1711

million)

The BS programme in support of the energy strategy of the Ukraine is

Energy BS, complemented by planned EIB/EBRD loan packages (under EC co-ordination)

Action Fiche

and to be followed by further lending operations to modernise the energy sector
in relation with the objectives of the Energy MoU.

EIB Website

In October 2008 the EIB granted to the Ukrainian a €150 million loan for the
construction of the Rivno-Kiev high voltage line;

This line is one of the priority projects in the energy sector jointly established in
October 2006 by the Commission and the Ministry of Fuel and Energy.

= 19.1.5 - Evidence that BS disbursements are predictable, timely and coordinated with
the GoU (and other donors, if relevant)

European
Commission,
EAMR 2009

Actions Forecast at Situation at 31/12/09
31/12/08
1) Approval of the | December 2008 Done
payment request for the
1st tranche
2) Disbursement of the | December 2008 € 23 mln out of € 40 mln

disbursed in the end of
December 2008

The remainder - € 17 mln
— disbursed in October
2009

first tranche

3) First meeting of the

January  2009;

tri-

1t meeting - September

evaluation

Joint monitoring group | monthly 2009;

and subsequent meetings 2rd meeting — January-
February 2010

4) Launch of mid-term | May-June 2010

Planned for 2010

= 19.1.6 — Evidence that accompanying non-financial support (institutional capacity
building provided as a component of BS and/or under a separate project) address
identified weaknesses and expressed needs

Energy BS,
Action Fiche

Provision of a technical support will also be included in the programme and will
be implemented via technical assistance. This € 5 million package will ensure
proper follow-up of implementation, report on the evolution of the energy and
PEFM sectors, and provide for specific advice to facilitate achievement of critical

Energy MoU objectives and programme benchmarks.
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The technical assistance project complementing the BS energy programme has

Buropean been launched in September 2009. Implementation start was expected in
Commission, February 2010. The planned budget of this project amounts to €3.5 million. The
EAMR 2009 remaining €1.5 million (the provision was €5.0 million) will be used for a mid-

term evaluation of budget support operations.

In 2010 the practical organisation of the monitoring of the NAP 2007 Budget
European support operation will be still agenda high priority. In addition, the dialogue with
Commission, the Government on regulatory issues, in particular in the context of Ukraine's
EAMR 2009 joining the Energy Community Treaty, is being supported through a twinning

project since mid 2009.
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JC 9.2 - Commission’s SBS contributes to improvements in the relationship between external
assistance and the national budget and policy processes

Preliminary findings related to the JC based on the findings of the Indicators

* 19.2.1-Evidence that a sector reform programme is on-going: existence of a sector
policy, a sector strategy, a detailed costed and time bound action plan and a monitoring
mechanism of implementation

In March 2006, the GoU has released a long term strategy 2005-2030 for the energy
sector. This document, prepared with the assistance of the Institute of Energy of
the National Academy of Sciences of Ukraine, was completed following extensive
discussions with the Parliament, ministries, scientific organisations and energy
companies.

Through its successive chapters the strategy document analyses the situation in the
various sub-sectors of the energy system (electricity, nuclear energy, coal, oil-and-
gas, renewable energies), assesses the potential for energy savings, investigate the
environment and safety issues related to energy production, transport and
consumption, and makes proposals for the management and regulation structure of
the energy sector. It must be noted that a chapter of the energy strategy document
is devoted to integration into the European Union: legislative and regulatory
framework, development of energy markets, and liberalisation of the fuel-and-
energy complex.

Total cost of the strategy implementation over the period 2005-2030 is estimated at
UAH 1,045 billion (approximately Euro 160 billon).

GoU, 2006

In December 2009, the Ministerial Council of the Energy Community agreed on
the accession of Ukraine to the Energy Community Treaty under condition that
Website of that a law on the gas sector in compliance with Directive 20031551F-C is adopted
the Energy and enacted.

Community | Signatories of the Treaty commit themselves to fully implement the acquis
communantaire on electricity and gas sectors and renewable energy, including the
respective frameworks in the field of competition and environment.

= 19.2.2 — Evidence that BS contributes to establishing between the GoU and donors a
framework of policy dialogue

The lengthy and painstaking preparatory phases for budget support operations are
proving to be a valuable tool for policy dialogue within government services, the
Commission and other donors. The situation concerning budget support
operations looks more promising with respect to the last reporting period. On the

European iy . .
- positive side, we can report that projects, programmes and budget support
Commission, . . .. . .
EAMR. 2009 | Operations are acting as good catalysts bringing together different sides of the UA
’ public administration, non-governmental partners where appropriate, international
organisations. Beneficiaries report about an improved circulation of information
and ideas, about capacities being raised as well as networking with EU institutions
and organisations.
The donor coordination through the thematic working groups (DGWG) progresses
slowly; the most active sub-groups are the sub-groups on agriculture, public
administration and regional development. There are still discussions on how to
improve the structure: there has been a request to create a group only on Public
European . o
- Finance Management. In addition, ToRs are currently drafted for the sub-groups
Commission, on Energy and Nuclear Safety (where EC is lead donor). The reluctance of
EAMR, 2008

Ukrainian counterparts remains: they do not understand the benefits of donor
coordination and their leading role in this process. Some Ukrainian Ministries are
still trying to coordinate bilaterally with donors or even set up alternative donor
coordination structures.
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European

Commission,
EAMR, 2008

Concrete steps have been taken by the Delegation to harmonise efforts in the field
of energy, which is an area of great strategic importance for EC and EU MS. Ad
hoc meetings on energy will be organised (beginning of February), in order for EU
donors active in the field to discuss and plan future activities.

Energy BS
Action Fiche

The Government has recently established a Government-led coordination
mechanism, which includes thematic working groups, each co-led by a Government
agency and a “lead donor”. An Energy sector working group (Thematic group E)
convened on 23 November 2006 (under EBRD co-leadership) and again on 27
February 2007 (under EC co-leadership). In addition, frequent working contacts of
the EC Delegation with the World Bank, the EBRD and smaller donors involved in
the energy efficiency segment (Denmark, Sweden, NEFCO) provide guarantees of
cohesion and coordination of efforts.

Energy BS
Action Fiche

Several donors are involved in assistance to the PFM reform. The PFM reform
strategy and Action Plan are being prepared by the Government with technical
assistance of the World Bank. Besides the World Bank and the European
Commission, contributions in the form of technical assistance are made by France,
the Netherlands, Canada, the United Kingdom and Sweden.

Donors’ activities in the field of PFM are rather well coordinated. This
coordination is catried out both at the level of the donors’ coordination groups
established under the Ministry of Economy and on a bilateral basis.

Delegation

The Ministry of Fuel and Energy refused that donors other than the Commission
participate in the Joint Monitoring Group of the Energy BS programme.

ICPS, 2010

NSAs are by and large locked out of budget support monitoring in all ENPI
countries.

This represents a critical failure, for two reasons. First, the lack of external
monitoring has

had demonstrably grave repercussions. Due to red tape, for example, Ukraine has
proven unable to properly use its energy-sector budget support. And second, NSA
exclusion from both national development strategy elaboration and budget support
monitoring has cut civil society out of the most policy-driven tool in the ENPI
arsenal, and its most important.

= 19.2.3 - Evidence that BS contributes to greater harmonisation and alignment of
external assistance, and reduces transaction costs

European
Commission,
EAMR 2009

The Memorandum of Understanding on co-operation in the field of energy
between the EU and Ukraine (Energy MoU) recognises that the EIB and the
EBRD should be closely involved in its implementation, including in the financing
of the rehabilitation and modernisation of Ukraine’s main gas transit infrastructure. The
Joint EU-Ukraine International Investment Conference on Ukraine's gas transit system
modernisation was held on 23 March 2009 in Brussels with Joint Declaration on
Ukraine's gas transit system modernisation signed by the Eutopean Commission,
Ukrainian Government, the EIB, the EBRD, and the WB. In line with the provisions
of the Declaration, the European Commission coordinated organisation of three
meetings of the Technical Coordination Unit on 11 June, 22 October and 21 December
2009 in Kyiv. Further discussions between the IFIs and Ukraine will be also overseen
by the EU.

Furthermore, in June 2009 the European Commission coordinated negotiations
between the Ukrainian Government and the IFIs: the EBRD, the EIB, and the WB, in
close coordination with the IMF, regarding provision of loans for financing of gas in
the underground storages. As a result of the negotiations, a joint statement was issued
by the EC and the IFIs in July, but the conditions relating to the financing remained
unfulfilled by Ukraine by the end of 2010.
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* 19.2.4 - Evidence that BS funding allows fiscal space for implementing the reforms

Source

The size of the SBS is quite small when compared to the State Budget or to the
investment costs involved in the integration to electricity TENs of for the
rehabilitation of the Gas Transit System.

The Project Fiche indicates that additional finance is expected from EIB and
EBRD.

= 19.2.5 - Evidence that disbursement conditions, in particular the indicators attached to
the variable tranche, are part of the monitoring system of the government’s strategy

Energy BS,
Action Fiche

Performance monitoring will be exerted by a Joint monitoring group whose basis
has been laid down in August 2006 with the establishment of the Energy MoU
monitoring group partnering the Ministry of Fuels and Energy and the European
Commission. The larger Joint monitoring group will rely on official information
provided by Ukraine and verified as appropriate by the ad-hoc Advisory group
currently being established at the Ministry of Energy.

The monitoring mechanism foresees the production of half-yearly joint EU-
Ukraine progress reports, which are based on reports delivered by the five working
groups established to monitor the implementation of the MoU.

This mechanism will be used to monitor the implementation of the budget support
programme. Since disbursement of budget support instalments is contingent on
Ukraine meeting benchmarks, the monitoring reports will include an assessment of
these benchmarks. Information requested for this assessment, including
information relative to progress of the PFM reform, will be provided by the GoU.

At the first meeting at technical level of the JMG the Ministry indicated that they

ﬁi S:iflrSt have had difficulties at collecting information on the indicators. The Commission
& envisages providing support from technical assistance.
The Joint Ukraine — EU monitoring system already conceptualized for the Energy
Eur I Sector Budget Support Programme is regrettably not taking off for lack of
Corr?rlzﬁzsion commitment by the government. A decision will have to be made on what course
BEAMR 2009’ of action should be taken. Discussions have resumed with the Ministry of

Economy, interested in monitoring capacities in the frame of the BS operation in
the trade area (AAP 2008).

=  19.2.6 - Evidence that accompanying non financial support contributes to relieve
specific constraints, show clear results and thus facilitate the implementation of the
reform process

In order to be able to implement the planned EC budget support, Ukraine must
adjust its legislation, incl. mechanisms of budget planning and management,

European legislation on public procurement and public financial control and auditing systems
Commission, | to the EU requirements and standards. To this end, a fact-finding mission of
EAMR 2009 | SIGMA experts took place in November-December 2009 to start elaboration of
directions for future technical assistance in the PFM-related areas. The work will be
continued in 2010.
The TA component of the Energy BS has not been started in May 2010. The
Commission’s cooperation is very active in the energy sector.
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JC 9.3 - Commission’s SBS contributes to improve the policy preparation and implementation,
including the use of the budget as a policy instrument

Preliminary findings related to the JC based on the findings of the Indicators

= 19.3.1- Evidence that SBS includes public finance management issues as triggers for
disbursement and as elements of the policy dialogue

The first indicator attached to the variable tranche of the Energy BS programme

Energy BS reads:

TAP

e  Submit and implement a Law on Public Procurement in line with EU norms

In addition to a general condition on the implementation of the PF Management

Modernisation programme and the revision of the public procurement law, there

are two PFM-related indicators attached to the Energy Efficiency BS programme :

3.1 Strengthening performance analysis of EE related budget programmes:

e Establishment of a database of all EE-related budget and tax expenditure
programmes implemented by central, regional and local government

Ener authorities.
nergy
E fﬂcsige}ncy e To carry out an analysis of the database with the objective of improving budget

BS TAP and tax expenditure programmes. Review their impact and make
recommendations for improvements.

3.2 Introduce revised non-financial performance indicators for EE budget

programmes:

e To carry out an analysis of existing non-financial performance indicators for
budget programmes. Elaborate proposals on improving non-financial
performance indicators for budget programmes within NAER and the six
sectors development programmes.

The general conditions include the same condition as the two other programmes on
Trade BS implementation of the PF management modernisation programme and revision of
TAP the law on public procurement. No PFM-related indicators are attached to the
variable tranche.

= 19.3.2 - Evidence that the shift to BS has been accompanied by improved coordination
between the Ministry of Finance and the sector ministry in budget preparation, activity
planning, and budget implementation and monitoring

European Budget support in the energy sector (2007) has suffered from a bumpy start due to
Commission, | the failure by the government to put in place comprehensive internal procedures
EAMR, 2009 | and apparently because of internal power struggles for the control of funds.

At the first meeting of the Joint Monitoring Group in September 2009 the
Commission discovered that the conditions for applying clause 7.2 of the Special
Conditions were not met. The first instalment of the Fixed tranche had however
already been processed but the Commission had not been given evidence that the
funds had been transferred to the State Treasury..

JMG Fist
meeting

= 19.3.3 - Evidence of clear policy priorities within the sector budget

Resources provided by the Energy SBS are earmarked by the MoF to the MoFE

Source o .o
and within the budget of the Ministry to a Programme of structural reforms.

= 19.3.4 - Evidence of improved budget management in the sector, in particular with
regards to allocative efficiency (and in particular provisions for priority expenditure and
for operation and maintenance), and to budget controls (including internal and external
audits)

Source No evidence was found
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= 19.3.5 - Evidence of increasing attention given to the efficiency of public expenditure

World Bank
website

At the time of the BS formulation the GoU was preparing a PFM reform with
technical assistance of the World Bank.

In January 2008, the Board of the World Bank approved the Ukraine Public
Finance Modernisation Project, to which it allocated a credit of USD50 million.
The total cost of the project implementation is estimated at USDG65 million of
which USD15 million will be provided by the GoU. The implementation period of
the project runs until June 2013.

The objective of the project is “to strengthen public financial management in terms
of operational efficiency and transparency”.

As of August 2009, the World Bank reported that “during the first year of the
project, implementation of an automated accounting and reporting software for
project financial management needs was completed. The Ministry of Finance is
currently focused on the establishment of a countrywide integrated
telecommunication network through a protocol signed with a network service
provider.”

SIGMA,
2007

The persistent and increasing doubts on the current public procurement legislation
and related institutional arrangements, together with the weaknesses of the PIFC
system, allows criticism regarding the future capacity to control spending in EU
funded projects.

= 19.3.6 - Evidence of sector budget planning respected at execution level

Source

No evidence was found

JC 9.4 — The Commission’s interventions through Budget Support offer value added.

Preliminary findings related to the JC based on the findings of the Indicators

= 19.4.1- Evidence that the Commission and EU MS have a common political agenda
regarding the reforms supported by BS

European
Commission,
EAMR 2009

The EU donors are increasingly working together. The information is exchanged
through a well established coordination system mostly based on regular monthly
meetings, complemented by periodic meetings of sector round tables in selected
areas (energy, HIV-AIDS, Joint Cooperation Initiative for Crimea) and a
permanent flow of information. The EU group has shown cohesiveness in dealing
with the government on various issues.

In the course of 2009 the Delegation hosted ten meetings with Member States. The
regular items of the agenda included: EC cooperation, government/donor
coordination, reporting by sector round tables, EU MS cooperation. On top of
those issues, a number of presentations by external invitees and sector —focused
discussions took place (NB new initiatives of the Bureau for European and
Transatlantic Integration, presentations made by think tanks and EU MS).

= 19.4.2 - Evidence of a clear advantage of the Commission’s participation in the
preparation and implementation of BS

Soutrce

EU MS acknowledge that the EC because of the size of its cooperation budget and
because of its policy dialogue with the GoU the EC can legitimately consider
providing budget support.

But they consider that the political situation was not favourable. Some of them also
raise the issue of the procurement law which is not compliant with international
standards.
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= 19.4.3 - Evidence of a mandate given to the Commission by EU MS in the context of
supporting sector reforms

Source

See above 9.4.2

= 19.4.4 - Views of the beneficiaries on the scope and quality of the dialogue between the
GoU and the Commission in the context of supporting sector reforms

Source

To date the dialogue has been restricted to the monitoring of indicators.
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EQ10 on Efficiency

To what extent has the mix of financing modalities, instruments, implementation

mechanisms as well as the regulatory framework positively contributed to the impact
of EC interventions?

Judgement criteria and indicators

JC 10.1 — Financing instruments and their mix have been chosen so as to allow attainment of the
cooperation objectives taking into account the Ukraine’s institutional context

Preliminary findings related to the JC based on the findings of the Indicators

Contracts by size excluding budget support
Size in thousand Euros | Number of contracts '!'otal commitments
in thousand Euros
Less than €100 271 11,831.3
€100 to <€200 140 22,615.6
€200 to <€500 52 17,693.7
Inventory €500 to <€1,000 50 39,378.5
€1,000 to <€2,500 98 156,699.5
€2,500 to <€5,000 48 159,767.0
€5,000 to <€10,000 20 129,951.7
€10,000 and more 13 213,352.2
Total 692 750,789.6

= 110.1.1- Justification in the programming documents (CSP, NIP, AAP) of the mix of
financing instruments

The measure will be implemented via service contracts (for the technical
assistance component) and twinning contracts. As appropriate, financing

Action Fiche agreements with specialized international organisations, including the
Twinning and ENP | Council of Europe, are envisaged, following the procedures of centralised
Support Technical management, insofar as sector-wide preparation and monitoring projects are
Assistance, AAP concerned. Regarding twinning projects, ex-ante decentralised management,
2007 provided it is allowed, should be preferred given the peer-to-peer nature of

the twinning formula, and the recent establishment of a national Twinning
Programme administration office.

Preparation for ex-ante decentralisation of EU Excternal assistance: The main
objective is to prepare in a systematic and timely manner the relevant
Ukrainian authorities to taking more direct responsibility for the contractual
and financial management of EU external assistance programmes and
projects. Decentralisation involves the transfer of responsibility from the

Action Fiche Commission to the Contracting Authority of the Beneficiary country.

Support to ENP . L . .
Action Plan, AAP There ate two steps in the decentralisation process involved in the

2006 programming and implementation of EU funding instruments: the first and
usual one, based on ex-ante approval, and then the second "extended" one,
based on ex-post control. The proposed measure deals with preparation for
the ex-ante decentralisation process, under which decisions concerning the
procurement and award of contracts are referred for prior approval to the
Commission.
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Action Fiche
Improving
Integrated Border
Management, AAP
2006

If possible and appropriate, a first component may be implemented through
Twinnings with EU Member States. However, taking into account the
limited capacities of EU Member States and their involvement in the
Western Balkans and candidate countties, the conclusion of an EU
Contribution Agreement with an International Organisation will remain
another possibility. In such case, cooperation may also be sought with IOM,
UNDP, Eurocustoms or the WCO which have sufficient expertise and
experience in implementing EC funded border/customs management
projects.

Action Fiche
Support to
sustainable regional
development, AAP
2006

Implementation method: Centralised Management by EC Delegation, Kiev.
The implementation method could be - for all or part - changed into
decentralised management if Ukraine proves its ability to manage
decentralised projects by the time of implementation. Implementing
modalities available will be assessed and used in accordance with
Commission procedures.

= 110.1.2 — Evidence that financing instruments were appropriate to the nature of
interventions (capacity building, support to sector policy and reform, infrastructure
investments, cooperation with civil society, etc.) and to the Ukrainian context

CSP 2007-2013

From 2007 on EC assistance will be provided through a set of new
instruments. While the European Neighbourhood and Partnership
Instrument (ENPI), including not only its national but also its
transnational/regional, cross-border and thematic components, will be the
principal new tool for providing assistance to Ukraine, certain measures, in
particular in the area of conflict prevention and crisis management and
resolution, may also be supported under the future Stability Instrument. In
addition, the nuclear safety sector will be covered by a dedicated Nuclear
Safety Instrument.

The introduction of these new external assistance instruments will
substantially increase flexibility. Technical assistance will no longer be the
predominant channel for the Commission’s external assistance programmes
to Ukraine.

As indicated in the EU-Ukraine Action Plan, new cooperation tools like
Twinning or TAIEX will play an essential role in achievement of the Action
Plan priorities. These instruments, together with other types of assistance
(infrastructure and equipment funding, pool funding and budgetary support

including in the context of sector-wide approaches (SWAPs)) will be
available and used whenever appropriate.

Interest rate subsidies and other ways of blending grants and loans can
leverage investments by international financing institutions in the fields of
environment, energy and transport. Whenever interest rate subsidies are
considered, their relevance shall be assessed on a case-by-case basis and care
should be taken to avoid significant market distortion.

Twinning and TAIEX are being phased in already under the current Tacis
programmes for Ukraine, in particular to support the national authorities in
preparing coherent sectoral strategies. As appropriate, Ukraine will receive
supportt for participation in Community programmes, agencies and
networks, insofar as these will be open to the country.
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CSP 2007-2013

The main goal of the Stability Instrument is to provide an effective, timely,
flexible and integrated response to crises, emerging crises or continued
political instability. In the case of Ukraine this is particularly relevant to the
Transnistria conflict which continues to call into question Moldova’s
territorial integrity and challenges kraine’s security. Ukraine is making fresh
efforts to help Moldova settle this conflict. Future support for such efforts
may be provided under the Stability Instrument.

NIP 2007-2010

If too many small, stand-alone measures were to be taken, this would result
in administrative overload and delay implementation in general. Instead,
programmes should contain a limited number of components with in-built
flexibility. While detailed implementation mechanisms will be worked out
action by action, support for Sector Programmes, including the use of pool
funding and/or sector budget support, is encouraged wherever the
necessatry conditions ate met.

= 110.1.3 — Evidence at sector level of complementation/synergies between various
financing instruments

Action Fiche
Readmission related
assistance, AAP
2007

Implementation method: Centralised management.

Part of the project may be implemented through the signature of an
agreement with an international organisation.

Some part of the readmission project could be implemented through grants
to relevant NGOs managing such centres or some activities being part of
the project.

Action Fiche
Support to ENP
Action Plan, AAP
2006

General technical assistance facility: The purpose of this component is to allow
project

preparation to proceed in a quick and effective manner. It will support:

— the preparation and early implementation of activities under the Annual
Programme, including the recruitment of short-term technical assistance for
activities such as sector assessments, feasibility studies, inputs to terms of
reference and specifications, and tender evaluations; audits and evaluations;
and project preparatory and start-up actions,

— activities intended to cover additional Programme-related priorities and
expenditures that are currently unforeseeable,

— the planning process for future Programmes.

= 110.1.4 — Views of stakeholders on the appropriateness of financing instruments

NCU

NCU considers that not enough resources have been allocated to
investments

Final Report

December 2010 Annex 8/Page 243




Country Strategy Evaluation — Ukraine

DRN-ADE-PARTICIP-DIE-ODI-EIAS-ICEIL

JC 10.2 — Implementation mechanisms have been chosen so as to allow attainment of the
cooperation objectives taking into account the institutional context and the beneficiary capacities

Preliminary findings related to the JC based on the findings of the Indicators

= 110.2.1 - Justification in the programming documents (CSP, NIP, AAP) of the mix of
implementation mechanisms

AAP, 2005

Taking into account the new political situation in Ukraine, it is proposed to
reinforce ownership and coordination with donors by gradually moving to a
sector wide approach. Obviously the switch from a small scale project
structure towards large scale sector projects, based on sector assessment and
strategies, cannot be achieved in a one-step operation. The National
Authorities need, for instance, to be prepared and supported to implement
this and capacity building is thus an important point to address. However
beginning with this process will help to prepare the Ukrainian authorities for
the new instrument (ENPI) which will replace Tacis after 2000.

Action Fiche
Support to ENP
Action Plan, AAP
2006

Support to implementation of the ENP Action Plan will be provided using,
as appropriate, support programme (particularly with reference to the
agriculture and rural development policy focus), grants (particularly grants to
specialised international or supranational organisations), the twinning tool,
classical technical assistance or the supply of equipment (on co-financing
terms) linked with the implementation of policies and standards developed
as a result of institutional / regulatory reform.

Action Fiche
Support to ENP
Action Plan, AAP
2006

By resorting widely to the twinning modality, the project intends to draw
altogether on EU Member States’ practical knowledge of EU policies and
efficient ways of enforcing them within adapted and adequately-trained
structures. In a spirit of efficiency, other implementation modalities will be
used where they will be found appropriate to achieve convincing and
sustainable reform results. Finally, the project’s multi-sector nature will
make it possible to tackle institutional and regulatory reform issues in a
comprehensive manner.

= 110.2.2 — Evidence that implementation mechanisms were appropriate to the nature of
interventions, the Ukrainian context and the beneficiary capacities

Consumer Society
and Citizens’
network, ROM
Report 2005

There is a good level of mutual understanding and working cooperation
reached between the Project Partners. There are no problems in regular
communication between project parties, including EC Delegation, UNDP,
Ministry of Economy and DSSU. The Project Team is satisfied also with the
existing level of cooperation with the Ministry of Education and Science.

Action Fiche

Regarding support to Border Guard and Customs services, a programme
rather than project approach has been identified being more appropriate to
achieving sustainability and a strong momentum of beneficiary

mproving commitment. The project fiche will continue implementing a
Integrated Border . . . .
comprehensive multi-annual integrated border management programme in
Management, AAP . ) . .
Ukraine in which regional and national programmes are complementary and
2006 . . .
following a holistic approach towards a modern, EU-type integrated border
management system.
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Action Fiche
Twinning and ENP
Support Technical
Assistance, AAP
2007

Experience has shown since last year, there is a clear correlation between the
areas identified as priority ones in the unofficial Action Plan
Implementation Tool and the sectors whose responsible Ministries and
Agencies have been the most active in requesting T'winning interventions.
Experience reached with twinning projects has also: (a) shown the value,
both to Ukraine and to the implementing EU Mandated Bodies, of careful
preparation of projects; and (b) allowed to set up a workable institutional
framework between the Ukrainian government and the Commission to
prepare jointly twinning projects.

Action Fiche Re-
admission related

assistance and
EUBAM, AAP 2007

The sustainability of EUBAM's capacity building activities will to a certain
extent depend on flanking measures which will help the border guard and
customs service to approximate to EU standards. Apart from advice
provided by EUBAM, sophisticated control equipment needs to be supplied
in order to achieve long-lasting effects of which also the EU benefits.

Ukraine is characterised by poor inter-agency cooperation between
competent ministries and state agencies. Both aspects of the project will
promote inter-agency cooperation since joint working groups will be created
in order to ensure timely and successful project implementation.

Action Fiche
Community-based
approach to local
development, AAP
2007

The project builds on past expetience and on-going projects. Past Tacis
projects have shown the inadequacy of the standard top-down approach in
tackling quickly and therefore effectively immediate poor populations’ social
needs. By contrast, the UNDP’s “area-based development” approach, from
which the present project derives its concept of “community-based
approach”, has proven to be an effective and economical way of achieving
social goals in a decentralised manner.

EAMR, 2007

The level of impact and sustainability of the projects according to the ROM
monitoring scores has remained high, 80% of projects monitored in 2007
were rated good and very good impact prospects, and 73% of projects are
of good and very good sustainability. 73% of projects were assessed as
having good and very good quality, serious deficiencies were found in none
of the projects. Good efficiency and effectiveness of implementation have
been recorded for 68% and 79% of monitored projects respectively

EAMR, 2007

Twinning and TAIEX: Successful launch of these new assistance modalities,
for the first time in an ex-Tacis country. In 2007, 43 TAIEX events were
implemented with participation of Ukrainian beneficiaries (10 out of them
were held in Ukraine). 30 twinning projects are either launched or under
preparation.

EAMR, 2009

In 2009, the impact of the political and economic situation on EU technical
and financial cooperation remained notable. Budgetary cuts have affected
almost all Ukrainian partner institutions therefore upsetting to various
degrees the implementation of projects and programmes. The slowing down
of the pace of reforms, a trend already observed in Ukraine since some time,
resulted in the failed translation of the valuable output of some of the key
TACIS and ENPI projects into the legislative process.
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EAMR, 2009

No matter which leadership will emerge from presidential elections,
instability will continue to be a feature of the Ukrainian political and
economic landscape for some time. Therefore, the Commission must
develop a modus operandi tailor made to the situation, by increasing
flexibility in technical assistance, on one side, but, on the other, by
developing a higher level dialogue on the selection of priorities to ensure an
adequate degree of political commitments. Of paramount importance
remains the link between political and policy dialogue with assistance in the
frame of the Association process.

= 110.2.3 — Evidence at sector level of complementation/synergies between various

implementation

mechanisms

AAP, 2005

A systematic use of twinning as an implementing tool is foreseen in the AP.
Twinning will be financed inside projects, meaning that it will be a part of a
sector wide approach in each field of action, when relevant and appropriate.

= 110.2.4 — Views of stakeholders on the appropriateness of implementation mechanism

Main Civil Service
Department

There is a strong demand for twinning projects. The unit in charge of
twinning at the MoE regrets that many requests are rejected by the
Delegation.

JC 10.3 — Interventions have been carried out within their allocated budget and planned schedule

Preliminary findings related to the JC based on the findings of the Indicators

= 110.3.1 - Disbursement rates of Commission’s support

Judicial selection,
ROM Report

The project efficiency during the reporting period was very good. Due to
mobilisation of the staff and efforts, the Implementing Organisation has
managed to catch up with the initial delay. The project has gained
momentum, and has progressed at a good pace in each of the areas defined
in the work plan.

The activities were well organised, conducted timely and in a professional
manner. The status of delivery of the project outputs/results is good in
terms of both quantity and quality.

In addition to the planned outputs, the project has produced a number of
extra ones for the benefit of the project partners and target groups. Overall
feed-back on the project performance on the side of the beneficiaries
representing the Ukrainian judiciary was very positive.

Consumer Society
and Citizens’
network, ROM
Report 2005

By 31 March 2007, the level of Input utilisation was insufficient, mainly due
to a significant delay in actual start of the Implementation phase. Overall,
the project spent 14% of total budget, while 50% of its duration elapsed
(MR-40550.02).

The project inputs/resources remain unchanged. The utilisation of inputs
has improved during the reporting period. The project spent already 86% of
total budget against 89% of its duration expired (taking into an account
project extension till 13/06/2009). The project extension (from 3m to
3.15m) was fully justified and was supported by the parties involved

The contractor has provided updated planning of inputs utilisation on the
remaining project time. However, the schedule for the delivery of results is
still pending. It is necessaty to consider also the respective procedutes for
transfer of ownership for all project outputs
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Strengthening civil
society; ROM
Report, 2007

All the Activities planned for the reporting period (May 2006 - March 2007)
were realised on time and at planned cost. To date, 48 out of 62 Activities
(77%) have been completed. The training programme, realised at 90%,
included 88 events, conducted for 1700 participants. Additional Activities
added value to project efficiency, contributing to civil society development
to a much larger extent than was planned. The 6 Results have been delivered
at some 75-95%. The level of achievements is high in terms of both quality
and quantity of deliverables. Most OVIs have been achieved and even
overfulfilled in some cases.

Good governance —
Anti-corruption

By the end of 2007 neatly one third of the allocated resources was used.
Less resources than planned were used due to the political situation in

project, ROM Ukraine in 2007 that resulted in delays and postponement of some project
Report activities.
The project has been progressing well towards achievement of each of the
Ukrainian Judiciary four objectives. At present tbe abihty of the proj‘ect to attain its objectives
o looks probable. The project is focusing on practical issues related to court
Eunctlonmg, ROM management and is not highly dependent on political situation. Hence there
eport

was no need for serious adjustments of the developed approach. At the
same time, the project has demonstrated a high degree of flexibility.

= 110.3.2 — Nature

of delays affecting disbursement and implementation

Consumer Society
and Citizens’
network ROM
Reportt, 2005

The project is still out of schedule and implementation of activities is not
efficient in terms of timeliness. To a certain extent the delay is provoked
also by the change of the project concept and unpredictable political
situation in Ukraine. However the situation is much better now than during
previous monitoring period for all specific components of the project
activities. The delivery of the results is also still behind the provisional
planning. However the number and quality of most results is impressive.
The results achieved so far are of high quality and are fully applicable. With
the high probability the planned results will be achieved, considering the
allocated resources and high qualification of the institutions involved (EU,
UNDP and Ukrainian stakeholders).

Good governance —
Anti-corruption

Project incurred 6 months delay due to the unstable political situation in late
2007 which resulted in that no new draft laws were put forward prior and

Iﬁioplzit’ ROM shortly after the elections.
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Development of
Media skills;

ROM Report, 2006

Over the period comprising about 54% of the project lifetime, overall input
utilisation comprised 41% of the fees budget and 31% of the incidental
costs. Resources have been underutilised, in particular under certain
categories.

Given the fact that some of the activities and hence production of outputs
had to be postponed for the reasons beyond the project control, overall
efficiency appears to be satisfactory. Judging by the timely delivery of the
required expertise, resource management was adequate. However, formal
financial reporting and submission of invoices to the Contracting authority
needs improvement.

Apart from delays in the activities that were dependent on the equipment
delivery, the project implementation went well.

The schedule of activities requiring the use of equipment has proved to be
unfeasible due to the problems with the supply contract signature
encountered by the project. By an Addendum to the Contract, the project
duration was extended for three additional months. The extension was
granted to enable the project team to complete the activities aimed at
installation of equipment, supporting the testing of new modules and
training the lecturers and technical personnel to use the new equipment
(MR-40522.03)

Opverall utilisation of resourses was satisfactory and consistent with the
produced outputs. Quality of input of the project experts was assessed by
the beneficiaries as good..

Capacity building of
migration
management in
Ukraine; ROM
Reportt, 2005

After the contract was signed, there were a number of changes within the
governmental structure in the migration management field, which resulted
in a delay of the implementation start. Moreover there are still discussions
within the Government of Ukraine (GoU) on which ministry will be
responsible for irregular migrants and there is still no Head of the SCNM.
This uncertainty resulted in a further delay of activities related to the
Migrant Accommodation Centres (MACs). The occurred delay of the MACs
related activities will inevitably require the sizeable extension of the contract.
The Contractor has warned the Commission Services about the situation.

JC 10.4 — Intervention implementation takes account s of monitoring and evaluation results

Preliminary findings related to the JC based on the findings of the Indicators

= 110.4.1 — Availability of monitoring reports

Monitoring team

All projects with a budget above €1 million are monitored at least once a
yeat. Smaller projects may be monitored on request of the Delegation.

Following the production of their monitoring report monitors have a
meeting with the Task Manager responsible in the Delegation for the given
project. Task Managers fill in a response sheets in which, in particular, they
indicate for each recommendation made by the ROM report if the
recommendation is going to be adopted or, if rejected, what are the reasons
for rejection, and who will implement the recommendation.

Consumer Society
and Citizens’
network, ROM
Report 2005

The major recommendations from the second and third monitoring reports
were propetly accounted and realised. It certainly resulted in improvements
in the project and its better management.
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Ukrainian Judiciary
Functioning, ROM
Report 2005

A mechanism for internal monitoring of the project effectiveness was
developed and applied. An interim evaluation report has been produced for
each of the delivered training modules.

Recommendations were taken into account to a satisfactory extent

= 110.4.2 — Availability of evaluation reports

Source

®  No project evaluation report has been retrieved

= 110.4.3 — Evidence that recommendations issued by monitoring reports/evaluation

reports have bee

n taken into account in the implementation of interventions

CSP 2002-2006

A country programme evaluation conducted in 1998 and a review of Tacis
performance 1996-1999, recently completed by the Tacis Ukraine
monitoring team, showed that policy advice projects had not resulted in a
real improvement in Ukrainian economic policies, with the exception of a
few sector policies (financial sector, energy savings), mainly because of the
absence of a strong policy dialogue and acceptance of agreed reform
directions. Regarding structural reforms, Tacis impact had also been limited
for the same reasons. Impact had been greater in training, transfer of know-
how and institution building with substantial benefits for individual project
partners.

Following the evaluation, Tacis has progressively focused on a limited
number of areas, increasingly agreed in a dialogue-driven approach linked to
the PCA implementation process.

NIP 2004-2006

With regard to the priority areas of the present NIP, the following
recommendations of the 2002 Country Strategy Evaluation were taken into
account:

e stronger and more flexible input in supporting PCA implementation,
reform of the judiciary, etc.

e improvement of the business environment and access to credit for
SMEs

e strengthening of local/municipal governance and development in
particular with regard to SME promotion and the environment sector,

e continuation of programmes in the energy sector to enhance energy
efficiency

e strengthening of NGO programmes in particular those giving social

assistance for vulnerable groups.
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CSP 2007-2013

Evaluations of Tacis and of the Country Strategy for Ukraine suggest that
overall the relevance of the Tacis assistance has been high and responding
to the needs. However, in particular during the first few years, the
programme was mainly governed by a “top-down” approach. This was
partly a consequence of the need for institution building in the countries in
transition and partly due to an insufficient sense of ownership on the part of
the national authorities. Furthermore, National Indicative Programmes
(NIPs) tended to be over-detailed which restricted adaptability at project
identification level in order to respond flexibly to evolving needs.

The EC will focus in this new programming exercise on defining strategic
priorities and objectives rather than specific activities or delivery
mechanisms. National authorities are being involved in the process from the
very beginning and have shown a greater level of commitment and
ownership as a result of the clearer political framework provided by the
ENP and the EU-Ukraine Action Plan.

The Tacis evaluation noted that the programme is characterised a large
number of “stand-alone” technical assistance projects, in particular on
institutional and administrative reform. These often achieve good results at
project level but have limited impact at sector and national policy level due
to a lack of continuity and coherent long-term sector planning. A similar
conclusion had been reached in the 2003 country strategy evaluation.

In terms of the key priority areas covered by previous Tacis assistance to
Ukraine the evaluators single out JHA-related projects as well-coordinated
and monitored by the JHA scoreboard system. By contrast, problems are
being observed with the impact of projects and sustainability of results in
the health sector, mainly due to delays in the implementation of pilot
projects and questionable political commitment in this specific area. In the
case of economic development the Commission has been most successful
when addressing issues related to an enabling regulatory environment for
business and investment.

The above sector-specific findings are being fully taken into account in
defining future priority areas for EC assistance to Ukraine. Issues related to
JHA and regulatory reform are at the forefront of the EU-Ukraine Action
Plan and will remain key areas for EC support in the future. In the areas of
good governance and legal and administrative reform future assistance will
build on the substantial work carried out to date but aim at increasing
impact by designing future interventions in a more integrated and coherent
manner.

Monitoring team

Following the production of their monitoring report monitors have a
meeting with the Task Manager responsible in the Delegation for the given
project. Task Managers fill in a response sheets in which, in particular, they
indicate for each recommendation made by the ROM report if the
recommendation is going to be adopted or, if rejected, what are the reasons
for rejection, and who will implement the recommendation.
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Development of
integrated social
services, ROM
Report, 2007

The recommendations to introduce fixed deadlines for the delivery of
Outputs / Objectively Verifiable Indicators (OVlIs) in the Logical
Framework Matrix (LF) and the Overall Output Performance Plan (OOPP),
as well as to revise the Overall Plan of Operations (OPO) to relevantly
reflect the changed project plans, were not followed. Though this has not
jeopardised the final achievements, it could have facilitate the project
management and supervision.
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Annex to EQ10: Results of ROM assessments

Intervention Relevance Efficiency Effectiveness Impact Sus%u—
nability

Audit Public Finance at Kiev 3.00 2.00 2.00 3.00 3.00

Legal a.n.d instjtqtional basis for Protection of 3.00 400 400 3.00 3.00

competition (Antimonopoly Committee)

Effective state budget management 3.00 3.00 4.00 3.00 3.00

Capa.city Building of Migration Management: 400 3.80 4.00 310 310

Ukraine

Reinforcing the State Border Guard Service of

Ukraine's Human Resources Management 3.00 4.00 4.00 3.00 4.00

System - HUREMAS

Consumer society and citizen networks 2.60 2.75 3.00 3.00 2.40

U3.IA/03-1 Further development of SNRCU

regulatory  capabilities transferring western 3.00 200 3.00 3.00 200

European regulatory methodology and practices ’ ' ' ' '

(ref AP 7.2.3.1)

Development of integrated social services for 3.00 400 400 400 3.00

exposed families and children in Ukraine

Ukraine - Judicial Selection and Appointment
Procedure, Training, Disciplinary Liability, Case 3.00 4.00 3.00 3.00 3.00
Management and Alternative Dispute Resolution

Support to Good Governance: Project Against

L . 3.10 3.80 4.00 3.00 3.00
Corruption in Ukraine
Support Ukraine Progressive Integration to
Electricity TENs 2.30 2.80 2.80 3.00 2.60
Support to the Development of Business
Capacity of Ukrainian SMEs — International 3.00 3.00 3.00 3.00 3.00
Dimension
Transparency and efficiency of the judicial 330 280 250 5 40 280

system of Ukraine

Implementation of Ukraine’s commitments
under WTO and ENP frameworks in the rural 2.70 3.00 2.50 3.00 2.70
sector (Sector Wide Approach)

Harmonisation of Competition and Public

Procurement systems in Ukraine with EU 3.00 3.00 3.00 2.40 2.80
standards

Promotion of FEuropean Standards in the

Ukrainian Media Environment 2.30 2.80 3.00 3.00 catl
EBRD._Ol TC(?h-nlC?.l. Assistance Support for 3.00 3.00 3.00 3.00 3.00
Ukrainian Municipalities

Coal Sector Policy Support Programme 2.70 2.00 2.00 2.40 2.40
Support to Sustainable Regional Development 2.70 3.00 2.50 3.00 2.70
Average 2.93 3.15 3.18 2.96 2.86
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Annex 9 - Annexes to EQ7 on Energy

These annexes to EQ7 provide additional information about the issues raised in the main
report.

9.1:  Main conclusions concerning the co-operation strategy in the field of energy

9.2:  Horizontal issues : the new instruments (the Sectoral Budget Support and the
Instrument for Nuclear Safety Cooperation) ; coordination and monitoring..

9.3:  Strengthening the regulatory and legal capacity of the energy regulator (NERC)
9.4:  The “Support of the Ukraine Progressive Integration to Electricity TENs” project
9.5:  The World Bank project (electricity)

9.6:  The August 2010 Stand-By Agreement with IMF and other gas issues.

9.7:  The Energy Community Treaty and the Acguis Communantaire

9.8:  Assistance to SNCRU (Nuclear Safety Agency)

9.9:  The “Coal support” project

9.10:  Energy efficiency and renewable energies
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9.1: Main conclusions concerning the co-operation strategy in
the field of energy

The main tool of the cooperation strategy between the European Union and Ukraine is the
Memorandum of Understanding (MoU) on cooperation in the energy sector dated
December 2005. It states in its preamble:

“In the field of energy, the EU and Ukraine share convergent interests and both
could benefit from the integration of their respective energy markets, thereby
enhancing the energy security of the European continent.”

“In this context, the gradual adoption by Ukraine of the EU energy “acquis” would
constitute a significant step towards Ukraine’s objective of gradual economic
integration and deepening of political co-operation with the EU.”

A particular emphasis is laid on the creation of a level playing field in terms of equivalent
basic rules with respect to market access, infrastructure and opening, as well as compatible
environmental and safety standards that will facilitate substantial electricity trade between
EU and Ukraine.

The EC has been the main provider of Technical Assistance to Ukraine for the last fifteen
years. To that effect the following objectives have been agreed: (i) the creation of an
independent Energy Regulatory Agency (NERC) that meets the acguis communantaire and of
an independent Nuclear Safety Authority (SNCRU) that meets the requirements of the
Vienna Convention, (i) the facilitation of a synchronised interconnection of the Ukrainian
grid with the West (iii) the development of energy efficiency and renewables programmes
(iv) the restructuration of the coal sector.

The tools for doing so have been transferred through several Technical Assistance projects.
However, the implementation of the recommendations adopted at the end of those TA
projects is still lagging. The reasons are well documented in reports submitted by
contractors and cannot be solely attributed to the complexities of the tasks to be
performed, i.e :

* Insufficient ownership

*  Cumbersome internal procedures

* Policy delays and reversal

* ... and alack of institutional memory.

Liberalisation of energy markets.

Annex 9.3 provides an analysis of the electricity twinning project financed by the
Commission. This project brought a defining contribution to the preparation of a law
reinforcing the responsibility of the NERC. An electricity law has been submitted to the
Parliament. This project ran in parallel - and with substantial overlaps - with a similar
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project financed by the WB. Annex 9.4 presents the main features of the World Bank
strategy to help Ukraine to further reform its electricity sector.

On 8 July 2010 a gas law was enacted. The door is now open for the accession of Ukraine
to the ECT (European Community Treaty — see annex 9.7). A gas twinning project started
in Autumn 2009; it will bring assistance to NERC to implement the gas law.

Moreover, the World Bank is ready to provide loans to finance the implementation of the
new electricity law and a Gas Sector Reform has been agreed upon between the IMF
(annex 9.6) and Ukraine.

However, without a strong and independent competition authority (In Ukraine
called : the “Anti Monopoly Authority” - AMA), the best conceived liberalisation
laws are likely to remain dead letters, as it can be observed in many countries. In
Western Europe, the main driver of the energy market liberalisation policy was the
existence of a strong and independent (from member states) Competition Authority (the
DG Competition).

Another condition, for the success of a liberalization policy is the existence of a lobby of
large consumer advocating market liberalisation.

Interconnection of the Ukrainian electricity network with Western Europe.

Ukraine has expressed its intention to export electricity to the South West of Europe. The
decision announced in May 2010 to build two nuclear units in the Western part of Ukraine
(expected to be completed in 2014) will significantly expand the export capacity of the
country. The MoU selected the synchronised option for the interconnection with the
West'. The relevant TA project is analysed in annex 9.4.

The synchronized option is still the “official option” of the government but the DC
option is being considered again.

Nuclear safety

As demonstrated by several studies financed by the Commission, nuclear safety has
dramatically improved since 1996, the year the Commission started to cooperate with
Ukraine. However, the independence of the Nuclear safety Authority (SNCRU) remains
fragile and more attention should be given to improving the efficiency of projects
financed by the Commission (annex 9.8). Such a conclusion results from an analysis of
TA projects financed by the Commission.

1 Electricity trading between two grids can take place either through a synchronised interconnection (alternative
current) or through a back to back station (direct current) (annex 4).
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Annex 9.2 deals with horizontal issues : the new instruments (the Sectoral Budget

Support and the Instrument for Nuclear Safety Cooperation) ; coordination and
monitoring..

Annex 9.9 is devoted to the coal project and concludes with recommendations concerning
the structure of large projects. Annex 9.10 concerns the energy efficiency and renewable
energies policy which is likely to get a new impetus after the signature late last year of an
Energy Efficiency Budget Support project.

Main recommendations
» Improve coordination with other donors
" Make sure that the Competition Authority gets a strong mandate in the field of

energy
» Improve the efficiency of projects aimed at creating an independent and
credible Nuclear Safety Authority

»  Prioritise ex-post monitoring of projects of strategic importance for the EU
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9.2: Horizontal issues : the new instruments (the Sectoral
Budget Support and the Instrument for Nuclear Safety
Cooperation) ; coordination and monitoring.

The new instruments

Closing date of TACIS was December 31, 2006. The last Tacis funded projects are about
to be completed. Two new instruments have been created: The Sectoral Budget Support
Instrument and the Instrument for Nuclear safety Cooperation.

The “Sectoral Budget Support” instrument

The Sectoral Budget Support instrument allows the EC to finance the budget of
beneficiaries. The decision to use this instrument with Ukraine is a political signal
indicating that the EU wishes to trust Ukraine and support the reform process. It aims at
strengthening the political dialogue and increase the role of the government in this process.
The format of Budget support requires the fulfillment of criteria before the money is
handed out.

a) The Energy SBS programme was introduced in the Financial Agreement approved on 19
September 2008. It is the first BS programme for Ukraine and will be a test of the
European Commission as an effective donor and for the Ukrainian government as a
reliable partner in terms of commitments taken on.

The money earmarked for that purpose (82 millions €) will be disbursed in two tranches :
the first tranche - the fixed tranche (40m€ that includes 5m€ for a TA project briefly
analysed below - was disbursed in December 2008 following the recommendation made by
the Delegation ; the disbursement of the second tranche — the wariable tranche - is
conditional of progress made by Ukraine towards the fulfilment of a set of indicators — the
Performance Indicators for Disbursement - which is annexed to the Financial Agreement. Not
surprisingly, the indicators are coherent with the objectives stated in the MoU (bar coal and
nuclear) on Energy cooperation.

A consultant has been contracted to assist the Ministry of Fuel and Energy (MOFE) and
the Delegation in managing the SPS energy’.The project started in March 2010 only, i.e.
almost a year and a half after the signature of the SBS programme (which has a duration of
3 years)

The analysis of how the indicators were fulfilled is still under way. Therefore, as of
November, the second tranche has not been disbursed; it is likely to be disbursed next year

2 Web site : http://www.esbs.kiev.ua
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only. Demonstrating that the indicators are fulfilled represents a huge amount of task for
the MOFE’.

A Joint Monitoring Group has been created. Among its tasks : to develop effective
mechanism for revision and cooperation between parties concerned; to perform systematic
revisions of implementation of the ESBS in accordance with the agreed indicators and
reference points; to submit a semiannual report on progress.

It is too soon for any judgment on the efficiency of the new instrument. Nevertheless the
Inception phase of the ESBS project already brings relevant information:

* The way some indicators are formulated needs improvements

* Some fusion/ coordination between JMG and the expert group in charge of preparing
the annual implementation reports of the MoU would avoid duplication of efforts.

* Involvement of other IFIs (EIB, WB and EBRD) would be of interest for all parties
because their strategy is linked with the results achieved by Ukraine to achieve the
indicators. Their participation in the JMG, at least as observers, will contribute to
improve the coordination between donors (see below)

b) End of 2009 a second Financial Agreement was adopted for energy savings and
renewable. The mechanism is the same as for the SSB Energy. The amount earmarked for
that purpose is 70 m€. It complements the previous sector budget support.

Instrument for Nuclear safety Cooperation.

The nuclear sector is now covered by a new specific instrument, the INSC. Adopted by the
Council of Ministers in January 2007, it covers the years 2007-2013. It is a global
instrument as it expands beyond the area covered by Tacis. The area covered will depend
on the policy orientations and priorities decided by the Commission and the Council.

But this instrument doesn’t introduce any major modification in the PMC (Programme
Management Cycle) for the assistance to Ukraine, but funds available for Nuclear safety in
Ukraine are likely to be reduced.

Cooperation with other donors

For reasons well documented in other chapters of this evaluation report, Ukraine is in a
dire need of sources of financing for the budget deficit and for investment projects. Hence
its policy to meet the conditions donors attach to most grants and loans.

3 As explained below (Annex 9.6), signature of the Stand-by Agreement in August 2010 immediately triggered a
disbursement of US$1,89 bn. Among the condition was a “promise” to reform the gas sector.
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a) Orders of magnitude of the different sources of financial assistance.

In November 2008 the IMF approved a stand-by agreement for US$16.4 bn supporting a
program of domestic and external adjustment as well as financial rehabilitation. The
program went off track in 2009 and needed adjustment.

Therefore, in July 2010 and after months of negotiation, the IMF approved another stand-
by agreement for US$15.1 bn That SBA replaced the November 2008 agreement. It
triggered an immediate disbursement of US$1.89 bn. Subsequent disbursements will be
subject to quarterly reviews.

On 18 July 2010, in parallel with the SBA that was at the time still under negotiation, the
EU Council agreed to disburse a loan to Ukraine of up to €500 million to help fight the
economic crisis. The funds are intended to complement the Ukraine’s reform program that,
in June, was still being negotiated with the IMF.

Russia is also providing loans to Ukraine (US$4 bn for two nuclear units).

In comparison, the two aforementioned SSBs (energy and energy savings) represent an
overall contribution to the state budget of €150million over three years aimed at fostering
the reform of the energy sector.

b) Conditionality

All multilateral donors - IMF, EBRD, Wotld Bank, the EC - attach conditions to their
assistance. Those conditions aim at fostering upon Ukraine reforms of the energy system.
Therefore specific conditions pull in the same direction but formulation differs from one
to the other.

* IMF puts the emphasis on domestic gas price increases to limit budget transfer to
Naftogaz and on restructuring the sector; liberalisation as such is not on the agenda.
(IMF review - September 2009)

* EBRD’s objective is the liberalisation of energy markets but it accepts “,when state
utilities are financially solvent, to provide financing to reward sound financial practices and achieve
strong demonstration effect © (Strategy paper — 2009)

* WB finances investment projects and, at the same time, launched an ambitious
programme to liberalise the electricity market

» EC strategy is driven by the acquis communantaire and its adoption by Ukraine.
Liberalisation of energy markets is high on the agenda.(integration to the European
market). Adhesion to the Energy Community Treaty, which should be effective in the
near future, implies a strong commitment to liberalise energy markets and a time table.

(13

c) Coordination

The main donors meet periodically to exchange information and avoid duplication of
efforts.
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Coordination of assistance aimed at reforming the electricity sector.

It has not been working well. NERC has been the beneficiary of several assistance projects
at the same time and with similar purposes. Donors have included: EC (two projects and
some INOGATE projects), EBRD, World Bank, USAID, etc. Coordination has been
weak. When expert teams are on site, each with its own agenda, it is too late to achieve a
real coordination and avoid overlaps. Indeed, most depends on the coordination
mechanisms put in place by the beneficiary itself. The beneficiary has all the information
needed for an efficient coordination and avoid redundancies.

Coordination of assistance aimed at reforming the gas sector.

On 23 March 2009, IFIs agreed in Brussels to coordinate their activities. Therefore one can
expect that the gas twinning project will not run into the same difficulties as the electricity
twinning project.

Monitoring

None of the projects analysed in this evaluation (the twinning project, the interconnection
project or Nuclear safety projects) have been the object of ex-post monitoring, Therefore
this evaluation could not benefit from independent assessments of how recommendations
had been implemented.
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9.3 Strengthening the regulatory and legal capacity of the
energy regulator (NERC).

This project to strengthen the capacity of NERC is a twinning project ; it was the first of its
kind. At this moment 20 twinning projects have been launched by the EC in Ukraine.

The Twinning concept

Launched in May 1998, Twinning is an initiative of the European Commission for targeted
administrative cooperation in line with EU policies. Twinning aims to help beneficiary
countries in the development of modern and efficient administrations, with the structures,
human resources and management skills needed to implement the acquis communantaire to
the same standards as Member States. Twinning provides the framework for
administrations and semi-public organizations in the beneficiary countries to work with
their counterparts in Member States.

The parties agree in advance on a detailed work program to meet an objective concerning
priority areas of the acguis. The difference between Twinning expertise and classical
technical assistance lies precisely in the hands-on, practical expertise provided by civil
servants from peer administration.

The Ukrainian energy context.

Legislation in the energy sector is not consistent with the Community acguis in the field,
thus not allowing fair competition, which in turn would, as stated in the ToR, “guarantee
consumer choice and fair prices, security of supplies and environmental sustainability”. A strong
Regulator is necessary for a properly functioning energy market in Ukraine and therefore
the powers of the Public Electricity Regulator - NERC’ - should be strengthened, and its
independence ensured. The Public Electricity Regulator is to improve capacity to guide the
transition to new market arrangements in the energy sector, leading to increasing supply
efficiency and quality in a context where privatization of energy regional distributors is on
the agenda.

Project Purposes:

To contribute significantly to:

*  NERC’s capacity to ensure the proper development and implementation of primary
and secondary legislation, regulations and adaptive decision-making in the field of
Energy regulation in line with (i) the development of the EU internal market and
corresponding requirements for regulatory authorities and (i) the best practices as
applied in some regulatory authorities in the EU IEM.

4 The National Electricity Regulatory Commission (NERC) was founded on December 1994 to regulate the electricity
sector, but since then its authority and functions have been extended to other energy sub-sectors.
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= The accumulation of adaptive and technical knowledge and skills of NERC’s

personnel in line with the future implementation of the new model of the Wholesale
Electricity Market (WEM).

The key problem met during the implementation of the twinning project was the limited
“absorption capacity”’, mobilisation and motivation of the Ukrainian partner staff. It is
highlighted that participation in training activities by NERC staff remained low during the
course of the project, due to several reasons: limited knowledge of the English language,
individual workloads, limited understanding of the relevance and quality of the twinning
inputs. Thus, though project ownership strengthened during the course of the project,
effectiveness and efficiency were affected by limited interest in the twinning activities at the
operational levels.

A second problem met derived directly from the interdependence of the specific objectives.
In fact, pending the approval of new legislation, the procedures that should have been
modelled on such new legislation could not be fully finalised, and consequently no
enforcement mechanisms could be implemented, which led to the need of amending the
twinning contract.

Overall assessment 2

Relevance and quality of project design. The twinning project was highly relevant for
both the Ukrainian administration and the EU. However, though formally stated, at least in
the initial phase, twinning commitments were not fully assumed by the Ukrainian twinning
partner and project ownership remained low during the course of project execution.

Efficiency. Project efficiency also scored very poorly, notwithstanding the top quality of
the inputs, given the low level of participation of the counterparts in the various training
activities.

Effectiveness. Project effectiveness was hampered by limited interest on the Ukrainian
side. Lack of ownership by the Ukrainian side became even more apparent when the
twinning contract was amended in order to re-define (by “downgrading” them) some of
the mandatory results.

Likely Impact. Interestingly and perhaps paradoxically enough, however, the NERC
Project Leader declared that the project have had “high impact” on the organisation. This
statement can be interpreted as a matter of diplomacy.

Sustainability prospects. Local ownership had eventually developed by the end of the
project, thus providing a good basis for project sustainability.

5 Extracts from the “Rapid Assessment of Twinning Projects implemented in Ukraine”; Working paper prepared by
ITO (Implementation of Twinning operations in Ukraine). October 2009.
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Conclusion

The EC brought an important contribution to give the beneficiary the necessary tools to
liberalise electricity markets and is likely to do the same in the gas sector.

The two aforementioned electricity projects (plus the aforementioned WB project) had
many overlaps and the coordination mechanisms between donors were not sufficient to
effectively coordinate them; some studies were made several times.

But it shall be reminded here that the two main drivers of the energy market liberalisation

in Western Europe were :

* astrong independent Competition authority. DG Competition played a defining role in
the implementation of the EU policy in that regard.

" a strong lobby by industrial consumers, persuaded that liberalisation would lead to
lower prices.

The Ukrainian Antimonopoly Agency has not been involved in the two aforementioned
projects aimed at liberalising energy markets (the twinning project and the WB project). It
has almost no experience of dealing with the energy sector.
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9.4 Support of the Ukraine Progressive Integration to
Electricity TENS”

The project started in June 2006. Duration was 30 months. It was completed in December
2008.
Total budget: €2.8 million.

The project is in line with the Ukraine policy of progressively integrating the European
network and exporting electricity to the West, as set out in the Energy Strategy of Ukraine
for the period until 2030.

To achieve such a goal, there are two options : (i) to synchronize the Ukrainian grid with
the ENTSO-E grid and de-synchronise from the Russian grid (which implies building a
Direct Current connexion — and expensive back to back station(s) (i) to build a back to
back station with ENTSO-E (as it is the case between UK and France) and keeping the
relations with Russia as they are.

The Ukrainian system was planned, designed, developed and operated to be totally
integrated in the Russian and is not any more connected with its Western neighbours® that
are now part of the Western system.

The Commission and the government of Ukraine have selected the first option.

Such option raises:

" JLegal issues: To make the Ukrainian legislation compliant with the relevant EC
directives, which implies a new legislation, a new methodology to calculate tariffs, new
market rules etc.

" Technical issues: Reinforcements of the Ukrainian electricity grid - mainly the East -
and the installation of frequency control equipment in power plants in, accordance with
ENTSO-E rules.

The final report addresses those two issues. It comprises:
" Technical studies, including a least cost study

" Legal and institutional studies

»  Environmental studies

" Electricity exchanges pricing studies

" Network integration plan

" An Action plan

Nevertheless, it shall be noted that

¢ With the exception of small part of the territory (the so-called Burstyn Island) that is connected with Poland and
disconnected from the main Ukrainian grid.
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* such an option implies a de-synchronisation from the Russian grid, which, as above
mentioned, implies building back to back station(s) between the Ukrainian grid and the
Russian one. The cost of such stations was not evaluated in the project.

» the fifth activity of the project was 7 establish an action plan for integration of the Ukrainian
electricity network to EU electricity networks approved by the Government of Ukraine and
under implementation. To our knowledge, implementation has not started.

The two options

The integration into the European power grid implies the implementation of a number of
mandatory measures. The Ministry of Fuel and Energy estimates those measures to cost
about UAH9 bn during the period 2010-2015. About 5.4 bn for the modernisation of
electricity grids and about 2.5 bn for the modernisation and reconstruction of power
generating facilities. And additional 0.6 bn has to be spent for the modernisation of energy
unit management.

The cost of a back to back station is much less than the cost of upgrading the entire power
system. The construction of a back to back station will take much less time than the
modernisation of the national system. The installation of a back to back station at the
frontier between Ukraine and the EU will allow Russia to export its own electricity to
Europe via transit through the Ukrainian energy system. No doubt that Ukraine is
analysing the pros and cons of becoming a transit country for Russian electricity.

The current government is still comparing the two options but, as of September 2010, it
has not made its decision and the official position still favours the synchronised option.

The Russian draft of the “Agreement between the Government of Russia and the Cabinet of Minister
of Ukraine on measures to ensure parallel work of UES Russia and UES Ukraine’, it is specified
that the parties will adopt an appropriate action plan where, among other things, “zbe
construction of a back to back station” should be contemplated. No decision has been taken so
far.
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9.5 The World Bank Project.

For more than ten years, the World Bank has been deeply involved in the restructuration of
the Ukrainian Electricity system.

Last development :
(Interview of the representative of the WB in Kiev)

1. A loan for the Hydropower Rehabilitation Project in the amount of US$§106 million was
approved by the Board of Executive Directors on June 21, 2005 and became effective on
February 3, 2006. The main objective of the Hydropower Rehabilitation Project is to
improve operational stability and reliability of power supply by increasing regulating
capacity, efficiency and safety of hydroelectric plants, and therefore, facilitate unimpeded
operation and opening up of the electricity market in Ukraine.

An additional objective is to support the Ministry of Fuel and Energy (MFE) and the
National Electricity Regulatory Commission (NERC) in preparing and implementing the
Energy Sector Reform and Development Program, including the Wholesale Electricity
Market (WEM) concept.

2. All project components are under implementation, including technical assistance to the
(i) MFE for legal and regulatory harmonization of the energy sector in Ukraine with the
EU energy market; (ii) NERC for implementation of the WEM concept; and (iii) UHE for
rehabilitation of the hydropower plants. In 2006, MFE prepared the Comprehensive
Strategy for Harmonization of the Ukraine Energy Sector with the EU Internal Energy
Market and, based on this strategy, proposed an Action Plan for Energy Sector Reform and
Development which was adopted by the Cabinet of Ministers on June 13, 2007.

During the same period, NERC prepared a detailed program for the implementation of the
WEM concept and hired an international consultant under the Loan to assist the energy
regulator in drafting, /nter alia, the power grid code and market rules.

3. On February 3rd the Bank signed with Ukraine Additional Financing increasing the
amount to be financed under the Hydropower Rehabilitation Project by US$60 million for
the rehabilitation of three hydroelectric units in the Dniprovska 2 Hydropower Plant
(HPP) and three hydroelectric units in the Kremenchug HPP through replacement of six
turbine runners.

4. NERC component for implementation of the WEM concept was completed in 2009
where KEMA (Leader of the consortium which implemented this project) provided
complete set of documentation to NERC. Second Stage of Implementation of WEM was
agreed to be financed under TA by EBRD.

At the moment new Electricity Market Law is under review and finalization by NERC and
will be submitted to the government for approval by end of 2010. Meanwhile NERC held
the first experimental auction on July 20, 2010 on selling electric energy as part of transition
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to the bilateral agreements market and to the balancing energy market. This is in line with
The National Electricity Regulatory Commission decree from June 24, 2010 which
approved experimental performance of the electricity market, starting from July 1, 2010,
within the first stage of transition to a market of bilateral agreements and a balancing
energy market.

Separately Ministry of Fuel and Energy is launching a Feasibility Study to support the
second phase of the Power Transmission Project (PTP-2). The main objectives of this
assignment is to prepare a Feasibility Study with the aim to improve reliability of power
supply to central region including Kyiv through further rehabilitation of substations as well
as strengthening bound transmission network. This includes (i) review of the previous
transmission studies, first of all — reports of KEMA consortium, current investment
program and development plans of Ukrenergo and Energorynok; (i) specification of
priority investments in transformer substations rehabilitation and IT systems for enabling
new electricity market functioning; (iii) preparation of budgetary cost estimates for priority
investments to be included in the proposed Power Transmission Project-2; (iv) evaluation
of expected economic benefits; (v) development of the procurement plan and the overall
implementation schedule for this Project.
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9.6: The August 2010 Stand-By Agreement with IMF and other
gas issues.

The cooperation strategy with Ukraine has several objectives that are developed in three
sections:

1. Security of supply and transit of natural gas

Ukraine is a key transit country for hydrocarbon’s supplies to the EU with 40% of the EU’s
imports of natural gas transiting through the Ukraine network and for oil, in addition to the
transit through the Druzhba network, the ongoing extension of the Odessa-Brody pipeline
to Poland would open a new major route for EU oil imports from the Caspian basin and
the international market. In this context, ensuring a safe, transparent and reliable transit
system is of paramount importance for both the EU and Ukraine. (MoU)

The cooperation strategy cannot be examined without a reference to the Russian strategy:
Undertaking large-scale projects to construct energy export infrastructure to increase the reliability of delivery
and transit of Russian fuels to Enrope : Blue Stream (16 bn m3 annually), Yamal-Enropa gas pipeline
(33 bn m3 annually),

(A new foreign policy for Ukraine”. ICPS. Kiev

It is of course Russia’s right to carry out whatever policy it chooses, but this policy contains
a clear challenge to Ukraine’s energy security.

The Master plan to renovate the UGS network.

An Audit of the Ukrainian gas transit system has been carried out under the Tacis
programme. It was submitted to the Ukrainian government in 2007; the cost of the
rehabilitation plan was estimated at US2.5 bn over the period 2009-2015. Based on this
report, the Ukrainian government prepared a master plan detailing how the rehabilitation
and modernisation should proceed.”

On 23 March 2009, an International conference took place in Brussels. A joint Declaration
was signed by the Prime Minister of Ukraine, the EC Commissioner for Energy and the
EC Commissioner for External Relations and Neighbourhood policy, the President of
EIB, the vice —President of EBRD, and a representative of the World Bank.

The participants expressed their interest for supporting and assisting in the modernisation
of Ukraine’s Gas Transit System (UGTS). They agreed to cooperate in seeking to establish
a technical cooperating unit within Naftogaz of Ukraine which could be in charge of the
establishment of a full modernisation business plan that would set up the timetable and
sequencing of work.
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In October 2009 a meeting took place which conclude with an agreement to develop
detailed feasibility studies for the priority projects, in particular for the “Soyuz” gas transit
system

Lenders declared their intention to check the feasibility study submitted by Naftogaz and
they confirmed that the separation of functions and a move towards cost reflecting tariffs
were conditions for the approval of future loans.

Russia has proposed to participate. But so far it has refused to guarantee volumes of transit
gas to the European Union.

Construction of an Eastern Europe Regional Natural Gas Metrological Center.

Since 2002, INOGATE has been supporting the development of this prototype project
located in Boyarka near Kiev. The main aim is to improve the measuring techniques
applicable in gas transit compatible to internationally recognised standards. Following its
completion, the internationally certified Regional Metrological Center will provide state-of-
the-art calibration services for the gas transfers within the region and offer calibration
services to other countries. But it could play its regional role in the framework of a regional
metering policy which does not exist.

It was inaugurated at the end of 2006 but has not yet been certified. Delays are on the
Ukrainian side that has to supply several pieces of equipment.

The Odessa-Brody project’

The use of the Odessa-Brody pipeline from Brody to Odessa did not result in greater
volumes of transit oil coming through Ukraine, although this was one of the arguments
used in talks over 2003-2004. All that happened was that oil flows were simply
redistributed — that is those volumes that once went through the Prydniprovsk pipeline
were now going to the Odessa-Brody line. The EC has provided financing to this project
((Regional project 2002)

Conclusion

The EC played a defining role in facilitating discussions between the IFIs and the
Ukrainian Authorities on financing the purchase of gas and further reforming of the
Ukraine gas sector.

But if Ukraine wants to keep its role as a transit country, the decision making process
should be seriously streamlined. The path from the Memorandum to the Declaration
dragged on for more than three years.

7 Quoted from “A new foreign policy for Ukraine”. International Centre for Policy Studies (2010). Kiev.
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2. The Stand-by-Agreement between IMF and Ukraine (August 2010).

The policy of the IMF is coherent with the cooperation strategy of the Commission with
Ukraine, special attention should be given to IMF policy and practices, because of the
magnitude of its assistance and its conditionality rules

The deficit of Naftogaz represents 2.7% of the GNP. Such a situation is unsustainable and explains
the emphasis of the IMF on the reform of the gas sector.

According to the Stand-by-Agreement approved on August 2010, Ukraine agreed to
reform the gas sector. As a consequence of the programme agreed upon by both parties
reads as follows :

Starting in 2011, Naftogaz's deficit will be eliminated, including through gas tariff increases and price
mechanisms that depoliticizes price setting of public utilities. In the coming months, broader reforms aiming
to improve infrastructure and energy efficiency will follow, with support from other multilateral institutions.

The following page provides the main features of the reform programme. It is one of the
aim of the twinning project financed by the EC to accompany the NERC during the
process.

Gas prices in Ukraine

The prices of natural gas are established, under current legislation, by the National Electri-
city Regulatory Commission (NERC) and are heavily cross-subsidised. At the same time,
Ukraine pays for Russian gas a little over 200 USD / 1000 m’ (after the price reduction of
some 100 USD in April 2010).

Domestic gas producers get as little as 100 USD / 1000 m’.

Item | Customer Group Price per 1000 m’ Price per 1000 m’
in UAH in EUR
Average (exchange rate 9,6)
1 Population (households) 596,32 %
5 Religious organizations 596,32 62
Municipal district heating and
> power stations (CHPs) 872,78 o1
Enterprises processing of sugar-
4 beet of 'Fhe harvest of 2009, for 1 584.40 265
production of sugar and prepa-
ration of sugar-beet seeds
Mining, metallurgical and
5 | chemical enterprises (as per 1 899,25 198
Government list)
6 Ma>'<1mum price for 1gdu§trles 202025 210
businesses and organisations

Source : the ESBS EU project June 2010, i.e. before the price increases of August 2010)
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There are some 20 groups of privileged household customers, such as war veterans,
Chernobyl victims, military and police personnel etc., who get their gas (and also electricity)
either for free or at a greatly reduced price.

*
Following the aforementioned agreement with the IMF, NERC increased retail gas prices
for households, based on differentiated annual consumption, provided the household has a
gas meter.
Gas price for small households, without a gas meter, remain heavily subsidised.
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1‘!

Box 4. Gas Sector Reforms
Gas sector reform is a high priority under the government’s new economic plan.

¢  Ukraine is one of the least energy-efficient countries worldwide and highly
dependent on imported gas.

» Below-market domestic prices and low payment compliance have weakened
Naftogaz's finances, generating the need for budgetary financial support.

e Investment in exploration, extraction, and transportation is insufficient, domestic
production is well below potential. and gas transit through Ukraine is at risk due to
deteriorating gas networks.

The reforms during the program period aim to complete the agenda initiated under
the previous program, including:

. Gradually bringing domestic gas prices to import-parity. 50 percent domestic gas
price increases for households and utility companies were implemented on July 13.
effective August 1, with the next billing period. A further 50 percent increase is
planned on April 1, 2011, with semi-annual increases thereafter until import parity
is reached for all categories of consumers (with automatic adjustment mechanism
planned thereafter). Industrial prices are already at market levels, and preferential
tariffs for various industries have been eliminated.

. Strengthening social safety nets. To limit the impact of the large gas price increases
on the poorest segments of the population, the government is increasing transfers
(affecting approximately 5 percent of households) using established support
programs.

. Strengthening payment discipline. The authorities intend to address the low
compliance rates of district heating companies by (i) creating a central independent
regulator for setting heating tariffs, and (ii) creating distribution account into which
all utility payments are made, and from which payments to Naftogaz are
automatically drafted.

. Liberalization of the gas sector and unbundling of Naftogaz. In line with the 2009
Brussels declaration, in July 2010, the authorities enacted a new gas sector law that
provides for a gradual liberalization. It will also contribute to harmonization with
the relevant EU Directive and has opened the way for Ukraine’s Energy
Community Treaty membership. The law will also provide for a gradual
restructuring of Naftogaz. including by adopting separate cost centers for gas
imports, domestic gas production and gas transit.

Modernizing the gas transit infrastructure. The authorities are working toward securing a |
loan from the World Bank. the EBRD. and the EIB to revamp the gas transit infrastructure. J
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9.7 The Energy Community Treaty and the Acquis
Communautaire

Ukraine’s accession protocol was signed on 24september 2010 ; accession will be effective
as soon as the Parliament has approved the protocol.

The Treaty

The treaty was signed in October 2005 by the European Union and the former East
European members of the COMECON. It entered into force on 1 July 20006. Its general
objective is to create a single Regulatory space for trade in gas and electricity between
adhering parties (a market without frontier). It extends the EU internal energy market to
South East Europe and beyond on the ground of legally binding framework.

The aims of the Treaty read as follows

" Attract investment in power generation and networks in order to ensure stable and continuons energy
supply that is essential for economic development and social stability;

" Create an integrated energy market allowing for cross-border energy trade and integration with the EU
market;

" Enbance the security of supply;

" Improve the environmental situation in relation with energy supply in the region;

" Enbance competition at regional level and exploit economies of scale.

Each party shall implement the acquis communantaire.

The acquis includes the approximation of the relevant electricity and gas directives (Article
11). Article 18 on Competition prohibits the abuse of dominant position, public policies that distort
competition. 1t shall be assessed on the basis of criteria arising from the application of the rules of articles
81, 82 and 87 of the Treaty establishing the Eunropean Community).

Enforcement: The Treaty creates a dispute settlement mechanism which bears certain
resemblance to the European Union infringement procedures without, however providing
a judicial decision in the last instance

Ukraine and the ECT.

For the last few years, Ukraine has been expressing its intention to trade electricity with the
European Union. Indeed the construction of two new nuclear units is likely to give Ukraine
a sizeable export capacity in the near future (2014 according to today planning). Therefore
it has asked for admission to the ECT.

In December 2009, the European Council of Ministers approved the accession of Ukraine
to the Energy Community. But effective accession was made conditional of the adoption
by Ukraine of a Gas law in compliance with the EU gas Directive (55/2003). A gas law was
approved on 8 July 2010 by the Ukrainian parliament. The European Commission
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considered that the condition was met although the Gas law is not fully harmonised with
the EC directive.

On 24 September 2010 the accession protocol was signed by Mr. Yuryi Boyko, minister of
Fuel and Energy of Ukraine and Mr. Fatimi Besimi, Minister of Economy of the former
Yugoslav Republic of Macedonia; acting for the Presidency of the Energy Community and
Mr. Fabricio Barbaso, Deputy Director-General for Energy at the European Commission.

Gunther Oettinger, European Commissioner for Energy said: “This is a major step both
for the Energy Community and for Ukraine. Ukraine will have access to pan-European
energy market, based on the principles of solidarity and transparency. For the Community,
Ukraine is an important new member and security of supply further improved.”

As said before, only a true implementation of laws and regulations will guarantee the /eve/
Playing field between the new entrants and operators of the European Union. To achieve
such a result, the main tool of the ECT is persuasion.
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9.8 Assistance to SNCRU (Nuclear Safety Agency)

During the last 16 years, EC financed projects in Nuclear safety covered six sectors : On-
site assistance, Design, Waste, Safeguards, emergency preparedness and the nuclear safety
regulatory agency.

The nuclear safety of the Ukrainian nuclear system has recently been assessed/evaluated in
three documents:

* In September 2009 : an “Integrated Regulatory Review” of the Ukrainian Nuclear safety
regulatory system, undertaken under the aegis of the IAEA by a team of International
experts — including experts designed by the Ukrainian government - .concludes that :
SNCRU (the Ukrainian Nuclear Safety Authority) is effectively regulating nuclear safety and is a de
Jacto independent regulatory body. The review represents a consensus between foreign
experts and Ukrainian ones.

" The second document is a “Nuclear safety evaluation of the Ukrainian Nuclear Power Plant’
prepared under the aegis of the IAEA by a team of international experts. It has not
been made public. It is a se/f assessment.

* Another important document is the “Tacis Nuclear Safety Review Report” issued in
February 2010. That report covers all nuclear programmes financed by the EC during
the Tacis years.

The three documents were financed by the European Commission.
This evaluation focuses on the assistance to SNCRU?.

Two technical assistance projects were selected for an in-depth analysis. Those projects are,
on the European side, implemented by specialists directly involved in day to day activities
of controlling nuclear safety in their own countries. They provide a somehow different
view of the safety authority.

UK/RA/05. Task 9 UK/RA/O5 Task 9 : Impact assessment (April 2005)

Task 9 objective

" To review the results of the Tacis program as a whole achieved so far, taking into account the regulatory
assistance to SNCRU from the time when the assistance started.

The assessors analysed the results of the last five projects financed by the EC (UK/RA/01
/02/ 03, /04 and /05). They selected 16 themes of assistance and, for each theme, impact
was assessed.

8 SNCRU calls on SSTC — the state scientific and technical center - for technical advice when needed. Therefore two
sets of projects are financed by the EC : one with SNCRU as beneficiary ; the other with SSTC as beneficiary.
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The main conclusion is that the Ukrainian Regulator is well acquainted with the regulatory
practices in Western Europe.

For sure, it represents the first step of a true ownership of the EC practices by the
beneficiary. SNCRU management and experts are now well aware of the Western
methodology and practices. They now have the capability to put into practice Western style
regulations.

The assessment is well summarized in this paragraph :

At the beginning of the 90s, the nuclear safety and radiation protection supervision in Ukraine was based
on the practice used in the former Soviet Union. Since then, a very important progress has been achieved, in
particular in the area of the independence of the safety anthority and the licensing and supervision of nuclear
installations, and, more generally, in safety culture.

The conclusion is summarized in the following paragraph :
Notwithstanding the significant results already reached, there is still a need of assistance and co-operation
Jfor further progress.

This report provides a very useful overview of activities undertaken in support of the
creation of an independent Nuclear safety Regulatory System.

Nevertheless :

* The true impact on real practices is not analyzed.

Example : the licensing of modifications of NPPs resulting from the installation of pieces
of equipment financed by the EC or by EBRD, is done according Western practice. But
nothing is said of the implementation of those practices when modifications are not
financed by Western institutions.

* The need for further assistance should be justified by a thorough analysis of progress
made, obstacles encountered and new priorities.

Activities of the five aforementioned projects (UK/RA/01 to 05) are very similar and the
progress made from one project to the next is not analysed. Example: for the last ten
years, transferring Western licensing methodology is one of the main activities of Tacis
projects. One simply wonders why this item is still on the agenda ; after ten years of efforts
the methodology should have been transferred or, at least, the beneficiary should have
taken the responsibility — for example through a “Training the trainees” project - to train the
new staff in that matter.

Last remark : although the project is about practices, neither the Soviet practices nor the
EU practices are defined and compared.

The UK/RA/06 project

It started in January 2006 and was completed in May 2008. It is the sixth of a series of
projects aimed at assisting the SNCRU. The negotiation concerning the seventh -
UK/RA/07 - is still ongoing and it is expected that the project will start in September
2010.
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The project includes seven tasks:

1. Regulations and rules

2. Quality management system

3. Training of personnel :

4. Public relations activities : to develop the formation of constructive relations and
positive attitude of public society in regard of development of nuclear safety end
radiation protection technologies.

5. International project assistance

6. On-site consultant assistance

7. Participation in International Conferences

Bar one (task 06), all activities were follow up of activities included in former projects with
SNCRU as beneficiary.

Globally the project proceeded normally. Most tasks resulted, as planned, in the
development of documents useful for SNCRU, a better understanding of Western
European nuclear safety regulatory methodology and practices and recommendations for
enhancement of the SNCRU capacity in nuclear safety.

This evaluation focuses on task 6.

UK/RA/06 Task 6

Task 6 of UK/RA/06 provides a useful complement to the Impact Assessment provided
by UK/RA/05.

Task 6 objective:

Support of a consulting team involving two EU experts having the relevant national experience of Soviet
designed V'VER type reactors  with the aim of on-site (i) verification of regulatory methodology and
practices against the EU practices and (ii) daily advice on relevant issues with taking into account
experience of the new Member States.

It was implemented by a team of two experts during a period of one-and-a-half year. One
expert had experience from Russian type reactors, of the passage from a Soviet-Union to
an EU-ruled safety regime and no language barriers in Russian. During their on-site
presence they followed the SNCRU daily working practices.

Although the final report of task 6 fails to render account of the results of the “on-site
verification of regulatory methodology and practices against the EU practices”, the team provides a
useful insight on the organization of SNCRU.

Below are extracts from their findings:

* SNCRU is highly dependent from decisions on government level.

* The budgetary lump sum doesn’t guarantee the economical independency of SNCRU.
The solution of this problem needs a change of the Ukrainian legislation.

» Ukrainian rules are not in compliance with internationally recognised ones

" The structure of the regulatory pyramid should be settled as soon as possible
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90% of incoming mails go directly to the chairwoman. This approach can be
considered very old fashioned, slow and time consuming (and not supporting
motivation of lower levels in the hierarchy).

Until now NAEK Energoatom has followed its own schedules very poorly. Generally
self discipline in NAEK Energoatom has been poor.

The process of project proposals submittal, establishment of terms of reference and
implementation of project takes much time (in some cases up to three years).

The minimum demand should be that Ukrainian rules are strictly followed and if it is
impossible all deviations should be documented and accepted by authorized Ukrainian
bodies. Examples : the safety valves of pressurizer for units 5-6 in Zaporozhe NPP
were produced, assembled and taken into operation before acceptance of SNCRU due
to unclear questions. This is not clearly against Ukrainian rules but likely against rules
of any other West European country; anyhow it is against good practice.

There are too few specialists responsible of Tacis projects and their subtasks at least at
SNCRU. Their possibility to take the ownership of the task/projects is limited and
there are examples that projects are completed but just filed. In such a case the job was
done for nobody, which means just a loss of money and human resources.

Western good practices are an unclear statement if not clarified.

The reports concludes that this task should continue and that, in the future, it shall move
much more towards realizing the objective to establish an effective management as an
“overall process” and to get “concrete results and sustainable capability” in SNRCU.

It shall be noted that the report has been approved by the chairwoman of the SNCRU.

Conclusions

There is an overall consensus on two statements:

The presence of European safety experts - directly involved in safety surveillance
activities in EU - is surely a help for the SNCRU staff and its technical advisors to
improve their capacity.

The realization of the main objective in terms of improvement of SNCRU
management capabilities needs time. Rome has not been built in one day.

But efficiency is impaired by:

An insufficient continuity of the proposed assistance : a two year gap between the
completion of UK/RA/06 and the beginning of UK/RA/07 is a good example of that
weakness.

The lack of wvisibility of the strategy of SNCRU towards what should be done to
achieve its ultimate goal: credibility and independence. This lack of visibility is well
reflected in the aforementioned report of task 6 of the final report of UK/RA/06.
Difficulties to assess the results. Several projects were implemented one after another
but they look very similar to each other: workshops, training sessions, methodology
transfers, contribution to the legislative/regulatory pyramid etc. Evaluation reports —
when available - check what is quantifiable: the number of workshops, the number of
documents produced etc.

The involvement of too many agencies in regulating different aspects of nuclear safety.
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Annex 9.9: The coal support programme

The project is financed under the provisions of Tacis 2005 Action Programme for Ukraine.
It was designed as a Sector Policy Support Programme (SPSP). The beneficiary is the
Ministry of the Coal Industry (MOCI). Starting date was 01/09/08; total budget : €10
million; total duration : 28 months; expected end date : December 2010

Total planned input is 9,023 work-days. The allocated means/inputs are available in the
requested scope and they are sufficient to carry out the planned activities. The project
resources are under the partners' mutual control.

The Overall Objectives of the project are :

" To advance substantially the development and restructuring of the coal-mining industry in a socially-
responsible and cost-effective manner. A socially responsible approach comprises, among other aspects,
the careful handling of environmental issues and the gradual elimination of ecological damage caused by
mining activities and the closure of unprofitable mines.

" To support the MoCI and other stakeholders to improve safety standards substantially by developing a
pilot scheme functioning as a model for further development of occupational safety standards and
providing a grand scheme to finance innovative proposals in the field of mine safety.

The project includes five components for which only working documents were available at

the time of the evaluation:

» Institutional strengthening of the Ukrainian Coal Mining Industry : a proposal
has been made by the consultant but it will have to be reviewed at the end of the
project, after the adoption of the Master plan

" Master plan for the restructuring of the Ukrainian Coal Industry : A lot of work
has been done to gather data on each mine; the aim being to classify them between
viable and non viable ones. First draft expected in July. Although it is one of the main
outputs, it will not be delivered before November 2010, i.e. one month before the end
of the project.

»  Setting up a Social Development fund : similar funds already exist in the area and
the contractor will propose to develop some of the existing ones. First proposals
expected in July.

» Improving Occupational Safety in the Coal mine industry : Lethal accidents per
ton of coal are 22 times higher than in Poland. That figure alone discourages foreign
investors: The situation is much worse in state mines than privatised mines. A pilot
project is about to start and, if successful, could easily be replicated in other mines.

* Fortunately, relations with the Coal Safety Authority (independent from the Coal
Industry) were very good. Therefore, access to the relevant information was not a
problem.

»  Environmental Risk Assessment of Pollution from mining.

* The main problem remains that important data are classified.

The project supports the Government strategy to increase the efficiency of the coal sector
through privatisation, and in laying the foundations for the restructuring : balance-sheet
value, coal deposit value, coal output growth, business outlook, existing financial and social
commitments, as well as the investment needed.
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Extract from the Result Oriented Monitoring report (March 2009)

No input-related risks threatening project implementation were mentioned in the draft
Inception Report (IR).

Efficiency of project implementation during the inception phase was unsatisfactory. The
project activities were significantly delayed..

The Contractor faced difficulties due to unavailability of the project office during the
inception phase.

The first draft of the IR failed providing either a clear-cut and structured implementation
plan or a suitable implementation mechanism. It provides many declarations without an
analytical approach. A large number of technical issues are raised in a dispersed manner,
without evident implementation logic. There is no analysis of the Beneficiaries’ situation
and their problems to be addressed by the project. The IR has also failed to correct design
problems. The report is rather a list of technical ideas than a suitable project structure.
Finally, it was refused by the Beneficiary and not approved by the EC Project Manager.

The second version of IR does not reflect an agreement with the Beneficiary regarding the
content and timing of the planned activities No proper analysis or adaptation of the ToR
and the Technical Proposals is provided. A list of wishes and good intentions, without
realistic planning of the resources, working mechanism and tools to implement the
declared wishes and deliver results.

Overall, the efficiency of the project has been unacceptably low so far.

The ToR envisage that during the inception phase the Consultant should analyse previous
evaluations of the coal mining sector, especially related to the categorisation of mining
assets. It is recommended to review the role of coal in the energy strategy of Ukraine and
the aspects of the “Coal sector Development Concept 2005”. Unfortunately this was not
realised in full scope.

Extract form the Monitoring report (September 2009)

The communication with the Beneficiary has improved since a new Team Leader has
started working. However, taking into account all difficulties during the inception phase,
the perspective for the project to achieve the stated objectives in the development and
restructuring of the coal sector in Ukraine is rather unpredictable at the moment.

The level of ownership of the project by the beneficiaries is not adequate yet. This is
supported by the opinions of the stakeholders.

However, there is still no consensus (and written agreement) on the mechanisms of project
implementation: scope of the activities within specific components, involvement of other
Ministries, planning and forecast of the allocation of the resources from both sides,
common vision of the pilot actions implementation, schedule for delivery of the results and
procedures for transfer of the ownership, project milestones, etc.
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The third progress report (March 2010)

The third progress report provides an analysis of the work done since September 2009.

Some lessons

1.

The TOR were too prescriptive. In a project of such a magnitude (more than 9.000
man/days of expertise) the first phase should deal with an analysis of the situation on
the field and only then the second, more precise set of activities should be designed.
Still, the second part should be flexible too as the findings could constantly affect some
future action

Such clearly described first phase would also allow for the assessment of the level of
cooperation with the beneficiary. No cooperation - no second stage

A too precise description of activities resulted in wasteful utilisation of resources. When
for example the consultant found that there was a need for a very substantial assistance
of local lawyers, it was too late to modify the ToR accordingly.

Too big time lag from the day of the project conception to the day of the start. The
three year gap between the project approval and the project's start add to the need for
flexibility.

Project of this scope and nature should never be attached to any specific line ministry.
It's beneficiary should be the Council of Ministers.

A full access to information is an essential condition for project's success. It should
have been very clearly stated in the TOR that unless the access to information is full
and unrestricted up to the level of a normal due dilligence level, the project would be
discontinued. The level of the access to info should be assessed in the very first stage of
the project.
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Annex 9.10: Energy efficiency and the use of renewable
energies

The road map on energy efficiency renewable energies and measure to tackle climate
change was signed in March 2008. Initial focus is on developing initiatives towards
improving the energy efficiency of building and on ensuring a continued exchange of
information on energy efficiency and renewable energy projects. (MoU)

The main driver of energy efficiency is the price of energy. The Energy strategy to 2030” states
that one of Ukraine’s main tasks is assuring the coverage of production costs to create
conditions for the sustainable development of energy companies. NERC began raising gas
tariffs but a lot remains to be done. If the program adopted by the Ukrainian government
(see annex 1 for more details) is effectively implemented the situation is likely to improve
quite dramatically,

During its early days, Tacis successfully financed several demonstration projects that
concerned district heating networks, the food industry, the fuel efficiency in road transport
etc. But is has been less successful in assisting the Ukrainian government to develop an
Energy Saving policy with efficient institutions.

In December 2005, the government created the NAER (The National Agency for the
Effective Use of Energy Resources) whose mandate is to guide the government policy on
energy efficiency. Energy prices are not part of its mandate.

The government started an ambitious policy to develop renewables. The NERC issued a
special tariff for renewables. So far, beside a few small project in the frame of INOGATE,
the EC has not been active in this domain.

UKRESCO

At the end of the 90’s, the European Commission contributed to the creation of
UKRESCO, an Ukrainian Company which would, with the help of a loan of the EBRD,
provide small and medium sized loans to energy saving investment projects submitted by
Ukrainian enterprises.

The effective creation of UKRESCO was delayed by several years after an unsuccessful
quest for private investors in the capital of UKRESCO. Therefore it was decided that
UKRESCO would be a State owned company, with the aim to privatise the company after
two years, in the hope that it will have then proved its efficiency.

9 Which, after the crisis, needs to be overhauled but still provides the main orientations of the energy policy. It was
elaborated with V Yanukovitch as Prime minister.
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UKRESCO is funded by the EBRD under Ukraine’s sovereign guarantee. In 2009, it has
received a loan from the EBRD in the amount of 20 m€ under the loan agreement between
the two parties dated October 21, 2005.

EBRD

Besides UKRESCO, the EBRD has taken several initiatives, among them:

It manages a €90m special fund - the E5P - created at the initiative of the Swedish
presidency, that will provide grants to projects that include a significant energy efficiency
component. The fund is supported by grants from the government of Sweden, the
European Union and other donors, including Ukraine. It is expected to be complement
energy efficiency loans provided by IFIs. The grant can represent up to 30% of the total
cost of a project. Priority will be given to district heating project.

The structure is not operating so far, given that the respective agreements have not been
signed between Ukrainian government and other sponsors.

Numbers of individual projects with different municipalities have been designed for a total
amount of 300m€. But the money cannot be disbursed for various regulatory reasons.

The World Bank

Promoting energy efficiency and renewable energies is one of the priorities of the World
Bank. It presently contributes with a 160 $m loan facility directly devoted to Energy
Efficiency.

In January 2010, the WB issued a document aimed at creating an “Investment Plan for the
Clean Technology Fund” (CTF). This document provides a detailed analysis of the situation —
sector by sector — and develops a comprehensive program for further actions. The primary
financial instruments that could be used to support the CFT preparatory work and help
identify and resolve potential issues are grants and loans.

Grants funding would be used to advance projects and help identify and resolve potential
implementation issues. The proposed loan program would support four projects: Ukraine
Renewable Energy Financing Facility, Energy Efficiency, Smart Grids and Zero Emissions
Power gas Network. Ukraine needs US$350 million of CTF financing, representing about
13% of the US$2,6 billion overall financing needs.

A new impetus for the cooperation between the EC and Ukraine.

The road map on efficiency and renewables was signed in March 2008 in the framework of
the MoU on energy. It will give a new impulse to the cooperation between the EC and
Ukraine. The last meeting of the working group agreed the following objectives :
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* the improvement of normative and legal framework in the sphere of energy efficiency,
alternative and renewable energy sources and approximation of relevant Ukrainian
legislation with that of the EU acquis.

* promoting energy efficiency and the introduction of energy efficient technologies in
priority fields such as in building and domestic metering systems and on promoting and
facilitating the commercial production and use of renewable energy sources.

It was also agreed to continue exploring how to include broader support to capacity
building and policy development in the framework of a twinning project in support of
NAER (the Ukrainian Agency for Efficient Use of Energy Resources).

A State Targeted Economic Programme on Energy Efficiency for the period 2010-2015
was adopted by the government in March 2010. Its main objectives are:

" Decrease Ukraine’s energy intensity by 20% in 2015 compared to 2008

" Decrease CO2 emission by 15% in 2015 compared to 2008

* Decrease heat losses in the housing sector by 50% compared to 2008

This document includes an investment programme over the period so Ukraine can meet
the abovementioned objectives.

Much will now depend on financing and of the capacity of NAER to coordinate the
stakeholders and to help garner the relevant financing. Moreover, branch energy efficiency
programmes for the period 2010-2014 have been approved. A new law on energy savings is
being discussed at the Parliament.

A sector budget support programme was signed in December 2009. A twinning project and
a project to assist the government to manage the SBS are likely to bring a decisive
contribution to that policy.

Conclusions

Lessons should be drawn from similar projects (the electricity twinning project and the SBS
project).

Special attention should be given to the coordination with the WB programme briefly
described above and other donors. The recent publication by the WB of the list of on-
going energy efficiency projects financed by IFIs is good start.

A thorough analysis of the results achieved by a number of well selected sectoral projects
financed by different donors during the last ten years would certainly be of great help
(immediate results and dissemination of those results).
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Annex 10 — To what extent have the recommendations of the
previous evaluation been taken into consideration

Recommendations of the Country Strategy Evaluation released in 2003

Consultants’ observations

At the strategy/ policy level, the Commission should:

(a) consider possible PCA benchmarking and roadmaps (for example, for WTO
membership, harmonisation, governance), in order to develop the PCA into a
better-adapted and more practical tool;

(b) consider setting up a new TACIS mandate and regulation, better adapted to
the Ukraine;

(c) support the decentralisation process at every appropriate level;

(d) maintain dialogue and support to the NCU, and promote the use of the
NCU as a national ‘referee/ intermediary’;

(e) strengthen the overall planning process by including beneficiaries as eatly as
possible in project preparation

(a) The EU-Ukraine Action Plan adopted in 2005 is a more practical tool than
the PCA and defines clear benchmarks

(b) From January 2007 TACIS was replaced by the European Neighbourhood
Policy Instrument (ENPI)

(c) The EC implemented projects in support of regional development at Oblast,
city and village level (Main Report § 4.4.4)

(d) NCU has remained the main intetlocutor of the Commission for the
programming of EC aid and the identification of interventions

(e) Direct beneficiaries are closely involved in the formulation of projects (Main
Report § 4.1.1)

In the first Area of Co-operation (AoC) (institutional, legal and administrative
reforms), the Commission should give the priority to:

(a) continuing UEPLAC, and better co-ordinating legal constraints with
UEPLAC agenda;

(b) integrating mechanisms that focus on follow-up of laws, linked with overall
transparency framework and decentralisation measures (see 3rd AoC);

(c) making optimum use of pragmatic lessons learned from previous projects, in
particular, using a regulatory board to avoid conflicts on priority and agendas,
focusing on operational matters and continuing to develop training
components;

(d) continuing CBC and JHA programmes, and apply the lessons to Ukraine’s
other borders;

(e) convergence and coherence of IPs and APs from one cycle to another to
achieve a sustainable policy within a long-term strategy.

(a) UELAC has been continued up to now

(b) UEPLAC has developed a database “Management Information System on
Legal Approximation”, nowadays managed by the Main Civil Service
Department, which provides information on the legal approximation
programme of the GoU and on its implementation

(c) As noted above priorities are defined in close cooperation with the NCU;
with the entry into force of the ENPI in 2007, the Commission may make use
of Twinning, which is a powerful instrument in support of legal approximation.
(d) CBC and JHA programme have been continued. Border management is an
area where EC cooperation has been particularly effective (Main Report sub-
section 4.8)

(e) We did not notice any lack of coherence between IPs and APs.
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In the second AoC (economic development), the Commission should give
priority to:

(a) the creation of a favourable environment for business and investment, in co-
ordination with other donors;

(b) organising with donors an zntegrated and coberent framework of key sectors (for
example transport, agriculture, energy and environment);

(c) measures to open the economy;

(d) measures to further stimulate entrepreneurship;

(e) devising measures to stimulate demand for business support services;

(f) continuing its financial sector restructuring efforts and technical assistance;
(g) planning more assistance, through TACIS, to agricultural sector SMEs;

(h) reviewing the opportunities (including Joint Implementation) within the
Kyoto Protocol, which may provide a basis for significant investment in the
Ukraine.

(a) Much attention has been given by the Commission to the establishment of a
legal environment conducive to economic growth (Main Report § 4.4)

(b) This recommendation is not very clear. Developing policy frameworks at
sector level is a responsibility of the Government. In the energy sector the EC is
closely cooperating with the IFIs, which have a key role to play in the
modernisation of the sector.

(c) The Ukrainian economy is wide open to trade. The Commission contributed
to Ukraine accession to WTO and is currently negotiating a Free Trade
Agreement (Main Report Sub-Section 4.5).

(d) The EC implemented several projects in support of SMEs (Main Report §
4.4.2)

(e) This recommendation has been addressed through regional development
projects and the support given to SCURPE

(f) Projects have been implemented in support of the financial and insurance
sector (Main Report § 4.4.1)

(g) A sector-wide approach in support of agricultural development is currently
under implementation

(h) In 2005 the GoU adopted a National Action Plan for Implementation of the
Kyoto Protocol

In the third AoC (social transition), the Commission should support:

(a) the setting-up of a comprehensive support structure for NGOs and other
concerned non-State actors;

(b) increased fransparency at every appropriate level to create an overall
framework conducive to good governance, and effective decentralised
partnerships between NGOs and local authorities;

(c) strengthening co-operation with the committed Ministry of Labour in the
new pipeline projects of social and health insurance;

(d) decentralisation as a core issue for NGOs and municipalities;

(e) measures against trafficking in women and HIV/AIDS, improvements to
safety in coal mines, and the conditions of destitute youth and elderly;

(f) specific measures for new land-less farmers and destitute miners’
communities, through decentralised CSOs.

(a) Over the period 2002-2009 the Commission implemented more than 40
projects in support of CSOs

(b) This recommendation has been addressed by the project “Strengthening
Civil Society in Ukraine” (Main Report § 4.2.2)

(c) EC attempts to promote reforms of the social and health insurance systems
met strong resistance (Main Report § 4.3.1)

(d) Decentralisation and involvement of NGOs at municipal level have been
addressed by local development projects (Main Report § 4.4.4) and by the
project project “Strengthening Civil Society in Ukraine”

(e) All these issues have been addressed: Trafficking in women through the
suppott to the State Border Guard Service (Main Report § 4.8.2); HIV/AIDS
by projects in support of the health sector (Main Report § 4.3.1); safety in coal
mines by the Coal Sector Policy Support Programme (Main Report § 4.7.4) and
destitute youth and elderly by the EC support to NGOs (Main Report, § 4.2.2)
(f) Support to CSOs has been mainly provided through a call for proposals
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process and hence addressed issues which CSOs has themselves selected as
deserving attention.

In regional and horizontal aspects, the Commission should place emphasis
on enhancing complementarity of successful programmes with national activities
by:

(a) supporting INOGATE efforts to attract private investments, and applying
lessons learned to TRACECA;

(b) enhancing commitment and sense of ownership in regional programmes
through national projects;

(c) replicating the Mariupol wastewater management project;

(d) ensuring follow-up support of UKRESCO, if appropriate;

(e) continuing K2R4 loan negotiations and enhancing nuclear safety;

(f) supporting the 5th Ministerial ‘Environment for Europe’ conference, and
following-up initiatives conducive to enhanced commitment and ownership.

(a) INOGATE carried out the diagnostic study of the Ukrainian Gas Transit
System, which served as a basis for the Government Modernisation
Programme, which IFIs are invited to finance (Main Report § 4.7.3)

(b) This remains an issue.

(c) EC projects in support or regional and local development led to significant
investments in the area of water supply and wastewater management (Main
Report § 4.4.4).

(d) UKRESCO continued its activity with the support of EBRD loans (Main
Report § 4.7.5)

(e) Nuclear safety has been a major area of the EC cooperation with Ukraine
(See Main Report § 4.7.1)

(f) As pointed out in the report (main Report Sub-Section 4.6) EC support to
the environment policy and to its implementation has been unsatisfactory but as
been given very recently a new impetus.

In respect of knowledge tools, the Commission should:

(a) choose an effective information and communication policy directed both towards
Ukraine and EU Member States;

(b) consider reforming the TACIS Information and Communications
Programme (TICP) to bring it closer to the Delegation information structures,
or include a communication and information clause in every contract.
Alternatively, create a real resource centre, replacing TICP.

(a) & (b) This recommendation is no more relevant. From the 1/01/2007
TACIS has been replaced by ENPI. Furthermore the EU and Ukraine have
been entered into negotiation of an Association Agreement.
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Annex 11 - List of Persons Met

Name Institution Position
ANDRUSEVYCH 'I'{eso.urce & Analyms Cente;'r Governing Board Member
Andriy Society and Environment
AND.RUSEVYCH 'lvleso.urce & Analysw Cente;'r Governing Board Member
Natalia Society and Environment
BALABUSHKO Olexiy | World Bank Economist
BARDELAY Joél Riskaudit Managing Director
BOIKO Evgen State Customs Service Head. of International
Relations
BOLSHAKOVA Olga Independent Association of Head of the legal initiatives
Broadcasters centre
BONDINI 1. Mlglstry of Labour and Social Section H§ad, Orggmzagon
policy of Professional Orientation
BORRIES Philippe EU Delegation to Ukraine Sector Manager Statistics,
Customs
BOZHKO Sergiy SNCRU Deputy Chair person
BUDAGOVSKA Svitlana | World Bank Economist
BURACHENKO British Embassy Sempr Trade Development
Victoria Advisor
BURLAY Tatiana Ministry of Coal Assistant to the Deputy
Minister
BYSTRYTSKY Yevhen | [ternational Renaissance Executive Director
Foundation (IRF)
CARPENTER Douglas European Corpmlssmn, DG Econpmlc Desk Officer for
External Relations Ukraine
Main Department of the Civil
CHERNIY Olena Service, Centre for Adaptation to | Project Manager
EU Standards
CHOUHA Michel Riskaudit Local Representative
DEREVIANKIN Harmonisation of Competition Denuty Team Leader
Valentin and Public Procurement Systems cputy feam Heade
DEREVYENKO Anna European Business Association Executive Director
DJORDJEVIC Margareta European Commission, DG International Coordination
Energy Officer
Implementation of Ukraine’s
DROZDOWSKIJ commitments under WTO and Team Lead
Bohdan ENP Frameworks in the Rural cam Leader

Sector
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DUNAYLO Sergiy

NERC

Commissioner

DUNCAN Allan British Embassy Head of Political Section

DURUFLE Anne French Embassy Conseillere de cooperation

FISCHER Claudia EU Delegation to Ukraine Head of Section Sustainable
Development

GARAGNANI Laura EU Delegation to Ukraine Head of the Operations
Section
Team coordinator Belarus,

. European Commission, DG Moldova and Ukraine &

GEER David External Relations Political Desk Officer
Ukraine

GLAZKOV Dmytro World Bank Energy and Infrastructure

GORZYNSKY Michal EU Delegation to Ukraine Sector Manager

GROMOYV Gregory SSTC Director

GRYTSYK Oleksandr | NAER Head of International-Legal
Support Division

HOLZLER Heinrich Harmonisation of Competition |y 1, 7 e

and Public Procurement Systems

IVANSKA Irina Bankwatch Ukraine Sémor Analyst - BU and
climate change

JANUSZEWSKI Andrzej Eurgpean Commission, DG Desk Ofﬁc.er for Ukraine and

Environment Central Asia

JURIKOVA Maria EU Delegation to Ukraine Deputy Head of Delegation

KACHKA Taras Ministry of Justice First Deputy Director

KARWOLOWSKA EU Delegation to Ukraine Contract Officer

Wioletta

KLITKO Oleksander

EU Delegation to Ukraine

Sector Manager Environment

Ministry of Labour and Social

Deputy Director, Department

KLYMENKO A. Policy of Finance
KORCHAKOVA Natalia | EU Delegation to Ukraine Sector Manager
. European Commission, DG .
KOSTOV lliyan Health and Consumers Policy Officer
KOSTRYTSIA Vasyl International Labour Journalist
Organisation
KOSTYUSHIN Vasiliy Wetlands International Programme Coordinator
KRAVCHENKO Yuri | /:ntimonopoly Committee of First Deputy Chairman
Ukraine
KRUGLYK Sergiy National Bank of Ukraine Director
KULCHITSKA Ministry of Energy Nuclear Sector
Final Report December 2010 Annex 11/Page 2




Country Strategy Evaluation — Ukraine

DRN-ADE-PARTICIP-DIE-ODI-EIAS-ICEIL

Main Department of the Civil

KYRYCHENKO Natalya | Service, Centre for Adaptation to | Deputy Director
EU Standards
LADNYY Sergiy EU Delegation to Ukraine Proj ect Manager Border
crossings
Energy Budget Support . o
LAPPALAINEN Vesa Technical Assistance Project Expert in Energy Legislation
LEHTIMAKI Heikki Energy Budget Support K rt
¢ Technical Assistance Project ey expe
LEVAUDEL Laurence French Embassy Attachée de cooperation
LUKIANOVA Natalia State Social Services for Family Director
and Youth
LYTVYN Volodimir EBRD Senior Banker
LYZUN Stepan Ministry of Environment Deputy Minister
European Commission,
MAIER Eddie EuropeAid Co-operation Office, | Head of Sector
Nuclear Safety
MAJORENKO European Commission, DG .
Madeleine Relex, ENP Sector Coordination Head of Unit
European Commission, DG ) )
MAKELAY. Relex, ENP Sector Coordination Sector Policy Coordinator
Head of the National
MANDZHOSOV National Television and Radio Television and Radio
Volodymyr Broadcasting Council of Ukraine | Broadcasting Council of
Ukraine
MASLYUKIVSKA Olena | Kiev University Senior Lecturer Environment
Energy Budget Support 4
MAXIM Bevz Technical Assistance Project Energy Bfficiency
Implementation of Ukraine’s
commitments under WTO and
McCORMACK John ENP Frameworks in the Rural Rural Development Expert
Sector
MELEN Olya Environment People Law Senior Lawyer
MLQDZIE]EWSKI Coal Sector Policy Support Team leader
Wojtek Programme
MORFILS Kyriakos INOGATE Team Leader

MUDRAK Larysa

National Television and Radio
Broadcasting Council of Ukraine

Deputy Director

MUDRUK Vitalia

EU Delegation to Ukraine

Sector Manager
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EBuropean Commission, Europe-
Aid Co-operation Office,

NIELSEN Lena Directorate Neighbourhood Programme Manager
Policy
NIKOLAICHUK EU Delegation to Ukraine Sector Manager
Eleonora
European Commission, .
ORIANI VIEYRA Luca EuropeAid Co-operation Office Macroeconomist
Bridging Support to Institutional
OZYMOK Iryna Capacity Building for EU- Deputy Team Leader
Ukraine Cooperation
Water and Environment
PANINA Yelena Mott MacDonald Business Development
Manager
PAPENHEIM Dominik | EU Delegation to Ukraine Sector Manager
PASYUK Olexi Bankwatch Ukraine Semgr Analyst — .
Environment Protection
EBuropean Commission,
PAUWELS Henri EuropeAid Co-operation Office, | Expert
Nuclear Safety
European Commission,
PERSSON Bodil EuropeAid Co-operation Office, | Coordinator
Cross Border Cooperation
PETERSON Mitja Swedish International Country Director
Development Agency
PIETRELLI Marzia Egropean Comrmssmn, Europe- Geo-Coordinator for Ukraine
Aid Co-operation Office
European Commission, DG External Energy Security
PIPER Jetfery External Relations Officer
I Head of WHO Country
POKANEVYCH Igor World Health Organisation Office in Ukraine
Ministry Deputy Director;
POPOVA N. Mlglstry of Labour and Social Head of Section for .
Policy International Cooperation
and Buropean Integration
Ministrv of Labour and Social Deputy Director, Department
POSTIUK O. [SHy of Labouta oca of Social Partnership and
Policy .
Social Insurance
PSCHENYCHKA . -
Oleksiy Ministry of Coal Deputy Minister
Ministry of Economy,
PYROZHKOYV Leonid Directorate for Cooperation with | Director

the EU
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EU Results-Oriented Monitoring

RADAUTAN Ludmila Programme for European Monitor
Neighbourhood Countries
RHEIN Hans EU Delegation to Ukraine Head of Section
Infrastructure
RIEGER Ricarda UNDP Country Director
ROGERS Stephen 1OM Project Manager
Ministry of Economy,

ROZHKOV Oleksiy

Directorate for Co-operation
with the EU

Deputy Director

RYBALKO Ivan

Ministry of Interior

Head of Anti-Illegal

Migration Task Force
SAID ISSA Lemlem Twinning project Electricity Team Leader
SAMUSEVYCH Maxim State Border Guard Service Senior Officer
SAURENBACH EU Delegation to Ukraine SectoF Manager Customs and
Christoph Security
. European Commission, DG Policy Coordinator - Bilateral
SCHWANDT Frederic Trade FTA negotiations - Ukraine
Promotion of European
SEDOVA Olga Standards in the Ukrainian media | Project Officer
environment
Head of European

SHAMATENKO Roman

Ministry of Environment

Integration Unit

SHERSTNIKOV Victor

Ministry of Interior

Head of International
Relations

SHEVCHENKO Andriy

Parliament

Deputy

SHEVCHENKO Oleg

Ministry of Environment

Head of International
Cooperation department

SHEVCHENKO Taras Media law Institute Director
- . Section Head Specialist,
SHKURATOVA N ?f;ﬁftﬂ of Labour and Social | 1 tive-Legal Work in
Y Elderly and Social Services

State Social Services for Family .
SHNERENKO Lubov Deputy Director

and Youth
SHOLEVA Irina EU Result-Oriented Monitoring Monitor

Programme
SHO.LOMITSKY SSTC First Deputy Director
Stanislav

National Ecological Centre

SIRENKO Igor Ukraine (NECU) Head
SOBOLEYV Ehor “Svidomo” Coordinator
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SOOS Karoly

EU Delegation to Ukraine

Sector Manager Rule of Law
and law enforcement

Sector manager Justice,

SPIVAK Andriy EU Delegation to Ukraine Secutity and Freedom
STOGOVA Maria EU Delegation to Ukraine Sector Manager Migration
State Committee of Ukraine for
SVYSCHEVA Sviltlana Regulatory Policy and Deputy Head
Entrepreneurship
SWIECICKI Marcin Blue Ribbon Analytical and Director
Advisory Centre
Section Head, Professional
. . Development of Labor
SYNENKO N. erpstry of Labour and Soclal Potential and Alternative
Policy .
Service
SYROTA Olena State Cgmmlttee for Techmca} Head of the International
Regulation and Consumer Policy | Department
Ukrainian European Policy and
TACZYNSKA Jolanta Iegal Advice Centre (UEPLAC) Team leader
TARASENKO Vladimir | Ministry of Environment Head of Biodiversity
Protection Unit
European Commission,
THIBERGE Narthalie EuropeAid Co-operation Office, | Programme Manager
Cross Border Cooperation
TOPOLNYTSI(YY EU Delegation to Ukraine Sector Managgr Civil Society
Stanislav and Human Rights
TSAPLIN Valery NERC Head of Strategic Planning
TYMOCHKO Tetyana All-Ukraininan Ecological League | Vice-Chairman
. National Ecological Centre of . .
URBANSKI Yuri Ukraine (NECU) Managing Director
Promotion of European
Van LOON Ad Standards in the Ukrainian media | Team Leader
environment
VASYLENKO Liudmila National Telewsmn gnd Radlg Director of the International
Broadcasting Council of Ukraine | Department
VINOGRADOV Nick EU Result-Oriented Monitoring Monitor
Programme
Head of Section Good
VOGELE Michael EU Delegation to Ukraine Governance and
Democratisation
WIN'TERSBERTGER EUBAM Head o'f Analytical and '
Martin Operational Support Unit
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YAVORSKA Svitlana British Embassy Head of Projects Section
- . Section Head, Foreign Labor
YEGOROVA M. g[;ﬁlsfry of Labour and Social Migration and International
< Cooperation
Energy Budget Support
ZAKONY Janos Technical Assistance Project Team Ieader
ZERKAL Olena Ministry of Justice Director of D.e partment for
Legal Approximation
ZHOVTUKHA Ministry of Economy,
Department for Regulatory Head of Department
Volodymyr .
Policy
ZHYKOVSKA Galina Is\f)lgii“y for Family, Youthand | 1y, o
European Commission, DG International Coordination
ZRALEK Jan Taxation and Customs Union Officer
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Rohozynski Oleksander Developing a safety net for Ukraine 2007

World Health Organisation The Ukrainian health financing system and options for reform 2007

Blue. Ribbon Analytical and Pension reform: Challenge for Ukraine 2008

Advisory Centre

Council of Europe Ist Ngtlonal Report on the 1rnplerner1ta.tlon of the European Social Charter (revised) 2008
submitted by the Government of Ukraine

Governement of Ukraine First report on the implementation of the European Social Charter 2008

Inte.rnatlongl Centre for Hard times at the Pension Fund 2008

Policy Studies

Ivanchenko Liudmyla The problem of medical insurance in transitional countries: Lessons for Ukraine 2008

Mm}stry O.f Labour and Pension system in Ukraine, Essential facts and numbers 2008

Social Policy

WHO Bulletin of the World Health Organization; Print version ISSN 0042-9686; Bull World Health 2008
Organ vol.86 no.2 Genebra Feb. 2008.

Final Report

December 2010

Annex 12/Page 4




Country Strategy Evaluation — Ukraine

DRN-ADE-PARTICIP-DIE-ODI-EIAS-ICEIL

Ministry of Labour and State Employment Service of Ukraine — Fund executive administration of the compulsory 2009
Social Policy state social unemployment insurance of Ukraine
Romaniuk Scott Nicholas Welf.a're Stgte Reform in Ukraine: A Case Study of Law of Ukraine on State Assistance to 2009
Families with Children
World Health Organisation Ukraine Health Profile 2009
CASE Pension reform options for Russia and Ukraine 2010
Government of Ukraine National Report on monitoring progress towards the UNGASS Declaration of Commitment 2010
on HIV/AIDS
In relation with EQ4 on Economic development
Council of Europe (Venice Observations on the Draft National Strategy on the Reform of the Territorial Organisation
. o . 2004
Commission) System of the Authorities in Ukraine
World Bank Doing business in 2004 2004
Council of Europe Report on Local and Regional Democracy in Ukraine 2005
International Monetary Fund | Ukraine: 2004 Article IV Consultation—Staff Report 2005
International Monetary Fund Ukraine: 2005 Article IV Consultation and Ex Post Assessment of Longer-Term Programme 2005
Engagement - Staff Reports
Inte.rnauongl Centre for Fiscal Decentralization in Ukraine in the context of reforming local government 2006
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Buropean Commission Su.pport. to Development of Business Capac1.ty of Ukralman SMES - International 2009
Dimension, Current SME support structure in Ukraine, Baseline report

European-Ukrainian Policy .

and Legal Advice Centre Completion Report of UEPLAC IV 2009

European-Ukrainian Policy Background issues and possible implications resulting from implementation of the future 2009

and Legal Advice Centre EU-Ukraine Association Agreement and Free Trade Area as its core component

FISCO The Impact of the Economic Downturn on Local Government: What can we do about it? 2009

International Monetary Fund | Ukraine: First Review Under the Stand-By Arrangement-Staff Report 2009

International Monetary Fund Ukraine: Second RC.VICW Under the Stand-By Arrangement and Request for Modification of 2009
Performance Criteria - Staff Report

International Monetary Fund | Ukraine—Stand-By Arrangement—Review Under the Emergency Financing Mechanism 2009

World Bank Governance matters. Worldwide Governance Indicators 1996-2008 2009

World Economic Forum Te Global Competitiveness Report 2009-2010 2009
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World Economic Forum Global Competitiveness Report 2009-2010 2009
American Chamber of Partnership for successfully competing in the global economy - Ukraine 2010
Commerce
Blue Ribbon Analytical and Support to Economic Reforms in Ukraine through the Blue Ribbon Advisory and Analytical

. . . 2010
Advisory Centre Centre - Project Final Report
Independent In'ter‘natlonal Proposals for Ukraine: 2010 — Time for Reforms 2010
Experts Commission
World Bank Doing Business 2010 Ukraine 2010
In relation with EQ5 on Trade and Foreign Direct Investment
World Bank Ukraine: Trade Policy Study 2004
Crane K. and Larrabee F. Encouraging Trade and Foreign Direct Investment in Ukraine 2007

. Trade Sustainability Impact Assessment for the FTA between the EU and Ukraine within the
European Commission . 2007
Enhanced Agreement, Final Report

Europeap Business EBA Position Paper to EU-Ukraine Free Trade Area Negotiations 2008
Association
International Financial Technical Regulations in Ukraine: Ensuring Economic Development and Consumer 2008
Corporation Protection
World Economic Forum The Global Enabling Trade Report 2008 2008
World Trade Organisation Report of the Working Party on the accession of Ukraine to the World Trade Organisation 2008
Blue' Ribbon Analytical and One year of Ukraine's Membership in WTO 2009
Advisory Centre
Furopean Commission Twinning Project: Strengthening of Standardisation, Market Surveillance, Metrology and 2009

P Legal Metrology, Conformity Assessment and Consumer Policy in Ukraine. Final Report

. . Aide-mémoire. Background issues and possible implications resulting from implementation
EU—Ukrame Policy and Legal of the future EU-Ukraine Association Agreement and Free Trade Area as its core 2009
Advice Centre
component
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Government of Ukraine,

Main Civil Service A policy on overcoming technical trade barriers: standardization and conformity assessment 2009

Department

Internau(?nal Finance Investment Climate in Ukraine as seen by Private Businesses 2009

Corporation

UNCTAD World Investment Report 2009

World Economic Forum The Global Enabling Trade Report 2009 2009

World Bank Ukraine Trade and Transit Facilitation Study 2010

In relation with EQ6 on Environment

European Commission Environmental information, Education and Public Awareness, NIS, Final Report 2004

International Cpmm1ss1on Evaluation of Policies, Regulation, and Investment Projects Implemented in the

for the Protection of the . . o . o . 2004

. Danube River Basin Countries in Line with EU Directives and Regulations

Danube River
Capacity Building Needs Assessment for the Implementation of the UN/ECE Strategic

UNDP . 2004
Environmental Assessment Protocol

European Commission Sustainable Integrated LLand Use of the Eurasian Steppes, Terms of Reference 2006

OECD Performance Review of the State Environmental Protection Fund of Ukraine 2006

Furopean Commission Communication of the Commission to the Council and the European Parliament: Black Sea 2007

pea Synergy — A new regional cooperation initiative COM(2007) 160 Final

OECD Policies for a better environment, Progress in Eastern Europe, Caucasus and Central Asia 2007
Translating environmental law into practice. Progress in modernising environmental

OECD . . . . 2007
regulation and compliance assurance in Eastern Europe, Caucasus, and Central Asia

Umted.Ngnons Fconomic Environmental Performance Reviews, Second Review, Ukraine 2007

Commission for Europe

Eco-Pravo (EPL) Annual Report 2007-2008

Swedish International Ukrainian Environment Policy and Future SIDA Assistance in the Sector 2008

Development Agency

European Commission Evaluation of Environment projects under TACIS Regional Action Programmes and 5009

b Identification of Environment projects for ENPI East 2010-2013
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o Convergence with EU environmental in Eastern Europe, Caucasus and Central Asia; A
European Commission . 2009
Guide
Government of Ukraine, . “ . » .
. . Development of Water Resource Management Policy under the “Environment” Section of
Main Department of Civil . . 2009
. the EU-Ukraine Action Plan
Service
Mott McDonald Environmental collaboration for the Black Sea: Georgia, Moldova, Russia and Ukraine, Final 2009
Report
Resourie an.d Analysis Assessment of the EU-Ukraine Action Plan Implementation: Environment and Sustainable
Center “Society and 2009
. ), Development
Environment
Furopean Commission Sustainable .Integra.ted Land U.se of the Eurasian Steppe, Assessment of steppe protection 2010
and restoration policy of Ukraine, Moldova, Russia
European Commission Water governance in the Western EECCA countries, Project completion report 2010
UNECE / WHO Surnrpary report about progress in implementation of Protocol on Water and Health, 2010
Ukraine
In relation with EQ7 on Energy
BCEOM Support the Energy Market Reform. Final Report 2005
Government of Ukraine — Memorandum of Understanding on Cooperation in the Field of Energy between the
L . . 2005
European Commission European Union and Ukraine
Government of Ukraine — First Joint EU-Ukraine Report, Implementation of the EU-Ukraine Memorandum of
. . . . 2006
European Commission Understanding on Energy Cooperation during 2006
International Energy Agency | Ukraine Energy Policy Review 2006
CASE Overview of the Electricity Market in Ukraine 2007
Government of Ukraine — Second Joint EU-Ukraine Report, Implementation of the EU-Ukraine Memorandum of
. . . . 2007
European Commission Understanding on Energy Cooperation during 2007
Tsarenko Anna Overview of the electricity market in Ukraine 2007
World Bank Ukraine - Power Transmission Pro]ect in support of the Energy Sector Reform and 007
Development Programme - Project Appraisal Document
European Commission Evaluation of EC support to partner countries in the area of energy 2008
Government of Ukraine — Third Joint EU-Ukraine Report , Implementation of the EU-Ukraine Memorandum of
. . . . 2008
European Commission Understanding on Energy Cooperation during 2008
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Report on the progress made by the EU and the INOGATE Partner Countries toward

INOGATE achieving the objectives of the Energy Road Map adopted at the 2nd Ministerial Conference 2008
in Astana on 30 November 2006
Razumkoy Centre Gas ngarketsof the EU aond Ukraine: Problems of integration and development. National 2008
Security and Defence, n°8
Razumkoy Centre Nucle.ar energy in the Wgrld and in Ukraine: State and prospects of development. National 2008
Security and Defence, n°3
Government of Ukraine —
Government of the Biomass Action Plan for Ukraine 2009
Netherlands
Government of Ukraine — Fourth Joint EU-Ukraine Report , Implementation of the EU-Ukraine Memorandum of
. . . . 2009
European Commission Understanding on Energy Cooperation during 2008
International Centre for . . .
Policy Studies Ukraine and Energy Community: the law of attraction of energy 2009
ltalian Authorlty Energy Twinning project with NERC. Terms of Reference. Gas. 2009
Regulation
ltalian Authorlty Energy Twinning project with NERC. Final Report and Annexes. Electricity 2009
Regulation
Iralian Authorlty Energy Twinning project with NERC. Terms of Reference. Gas. 2009
Regulation
Razumkoy Centre Dlver&ﬁcaﬁqn projects in Ukral.ne s energy sector:oprogress, problems, and ways of 2009
implementation. National Security and Defence, n°6
Zhelyesna Tetyana & Ukraine, Recent Developments in Bio-energy, Communication to the International 4biomass
. 2009
Gelethuka Georgly Conference
Italtrend The Tacis Nuclear Safety Report 2010
World Nuclear Association Nuclear Power in Ukraine 2010
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In relation with EQ8 on Border Management

Border Monitoring Project

Ukrai Fact finding missions, Chop Detention Centre 2009-2010
raine
. Unwanted migration: combating and unwittingly creating irregular migration in Ukraine.

Uehling Greta UNHCR Working paper 109 2004

UNHCR, Uehling Greta Unwanted migration: combating and unwittingly creating irregular migration in Ukraine 2004
Communication from the Commission to the Council on the monitoring and evaluation

European Commission mechanism of the third countries in the field of the fight against illegal immigration 2005
COM(2005) 352 Final

Human Rights Watch Ukraine, Rights Violgtions against Migrants and Asylum Seekers at the New Eastern Border 2005
of the European Union
Report by the commissioner for human rights Mr Thomas Hammarberg on his visit to

Council of Europe Ukraine 10 — 17 December 2000, for the attention of the committee of ministers and the 2006
parliamentary assembly

Fuman Rights Watch Ekraine: On the Margins Rights Vio.lations against Migrants and Asylum Seekers at the New 2006

astern Border of the European Union

Human Rights Watch Managing migration means potential EU complicity in neighboring States’” abuse of migrants 2006
and refugees

Human Rights Watch Ekraine: On the Margins Rights Vio.lations against Migrants and Asylum Seekers at the New 2006

astern Border of the European Union

International Centre for

Migration Policy EU Justice Freedom and Security. Assessment mission to Ukraine 2006

Development

UNHCR UNHCR in Ukraine 2006

UNHCR Fortress Europe: The wall is getting higher 2006

Andrysek Oldrich & Rantala | The Local Integration of Refugees in the Republic of Belarus, the Republic of Moldova and 2007

Tarja Ukraine

. Local Integration of Refugees in Belarus, Moldova and Ukraine, Interim Report, Presented to
Andrysek, Oldrich; Rantala, the Cross %order Cooperagtion/ Soderk6ping Process, Senior Level Review %Ieeting, 6—7of 2007

Tarja

September 2007, Stockholm.
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Andrysek, Oldrich; Rantala,

Local Integration of Refugees in Belarus, Moldova and Ukraine, Interim Report, Presented to

Tarja the Cross Border Cooperation/ Séderkoping Process, Senior Level Review Meeting 2007
8({)1;1;1511 of the Buropean Agreement between the European Community and Ukraine on the readmission of persons 2007
Diivell Franck Ukraine, immigration and transit country for Chechen refugees 2007
European Commission Aeneas programme - Programme for financial and technical assistance to third countries in 007
Hrop the area of migration and asylum - Overview of projects funded 2004 - 2006
UNHCR Ukraine: UNHCR concerned by rise in attacks on asylum seekers, refugees 2007
UNHCR UNHCR Position on the Situation of Asylum in Ukraine in the Context of Return of 2007
Asylum-Seekers
GDISK Ukraine Capacity Bu1ld1pg apd Techmcal Support to Ukrainian Authorities to Effectively Respond to 2008
Irregular Transit-Migration (ERIT)- Inception Report
International Organisation | \po o0 in Ukraine: a Country Profile 2008 2008
for Migration
Intergauogal Organization Migration in Ukraine: A Country Profile 2008
for Migration
Zimmer Kerstin Migrants and Refugees in the Buffer Zone: Asylum Policy in Ukraine 2008
Border Monitoring Project .
Ukraine Activity Report 2009
European Border Assistance
Mission to Moldova and EUBAM Annual Report 2008 2009
Ukraine
European Commission Evaluation of the AENEAS Programme 2004-2006 — Final Report 2009
. Capacity Building and Technical Support to Ukrainian Authorities to Effectively Respond to
GDISK Ukraine Irregular Transit-Migration (ERIT)/ Mid-Term Review Report 2009
International Organization | \p o0 Bulletin 2009
for Migration
Elr'iieér;atlonal Road Transport Reduce border waiting times. Seminar on overcoming border crossing obstacles 2009
Amnesty International Put Deeds before Words: Deliver Human Rights for Ukraine 2010
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European Border Assistance

Mission to Moldova and EUBAM Annual Report 2009 2010

Ukraine

Ukrainian Refugee Council The EU-Ukraine Readmission Agreement — Myths, Facts and Risks 2010

In relation with EQ9 on Budget Support

Furopean Court of Auditors Special Report concernigg EDF budget aid to ACP countrieg the Commis.sio.n’s’ . 2005
management of the public finance reform aspect, together with the Commission’s replies

European Commission Ukraine, First report of the budget support identification mission 2006

Mini§tr§f of Finance of Inst.ituting Medium—Term BudgeF Planning asa Mechanism for Harmonizing 2006

Ukraine Socio-Economic and Budget Policies — White Paper

I\/Iini§try of Finance of Insr.ituting Medium—Term BudgeF I.Dlanm'ng as a Mechanism for Harmonizing 2006

Ukraine Socio-Economic and Budget Policies — Green Paper

European Commission Guidelines on the Programming, Design and Management of General Budget Support 2007

European Commission Ukraine, Final Report of the budget support identification mission 2007

World Bank Ukraine: Public Finance Management Report (PEFA Assessment) 2007

giiizﬁei?g}%frfiie_ Support to the implementation of Ukraine’s Energy Strategy. Financial Agreement 2008
First technical meeting of the Joint Monitoring Group in the framework of implementation

European Commission of the ENPI AAP 2007 Support to Implementation of Ukraine's Energy Strategy. Note for 2009
the file

European Commission Ukraine, Public Finance Management Report 2009

European Commission - Support to the implementation of Ukraine’s Energy Strategy in the area of energy efficiency 2009

Government of Ukraine and renewable sources of energy. Financial Agreement

. . Budget classification and program budgeting, Experience of implementation in Ukraine;

Ministry of Finance Comgmunication to the O%C[g) 5th Sen%or BglidgeltDOfﬁcials Meelzing 2009
Report on progress made during six months of 2009 in achieving the benchmarks in the

Ministry of Fuel and Energy | framework of the Financing Agreement for the “Support to the Implementation of Ukraine’s 2009
Energy Strategy” Programme

European Commission Ukraine, Public Finance Management Report 2010
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In relation with EQ10 on Efficiency

European Commission ENP Progress Report Ukraine 2004
European Commission ENP Progress Report Ukraine 2006
European Commission ENP Progress Report Ukraine 2007
UNDP Aid Effectiveness, Coordination and Management in Ukraine 2007
European Commission ENP Progress Report Ukraine 2008
giiiiﬁeiﬁi}%f;;ie_ Joint Evaluation Report of the EU-Ukraine Action Plan 2008
European Commission External Assistance Monitoring Report 2009 2009
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