wt LS AID | MUNICIPAL ENERGY

2 : ';ﬁgz FROMTHE AMERICAN PEOPLE RE FO RM IN U KRAIN E

MUNICIPAL ENERGY REFORM
PROJECT (MERP)

FOURTH QUARTERLY REPORT
JULY 1,2014 — SEPTEMBER 30,2014

October 2014

This document was produced for review by the United States Agency for International Development (USAID).
It was prepared by the Municipal Energy Reform Project in Ukraine implemented by International Resources Group for USAID/Ukrai




Key to cover photos:

MERP DCOP
Andriy Mitskan
with partners after first
training seminar on SEAP
for the First Group
of partner cities

MERP experts
at the Round Table

“Enhanced Inter-Agency

Coordination for National
GHG Inventory System
in Ukraine”

MERP DCOP
Andriy Mitskan talks
during the second training
seminar on SEAP
for the first group
of partner cities in Lviv

MERP social assistance
experts present guidelines
and procedures
for specialists from Ministry
of Social Policy

Round Table on biofuel
investment opportunities
in Ukrainian cities
organized by MERP
in cooperation with LAESM
takes place in Vinnytsia

USAID COR
Andriy Nesterenko
participates in the 10th
International Conference
“Energy of Biomass”

MERP experts
conduct training workshop
for focus group moderators
in Dnipropetrovsk

Young visitors participate
in scientific workshop
on Clean Energy
during USAID Field Day
in Lviv

MERP COP Bil Tucker
communicates with the
Media before MOU signing
with Dnipropetrovsk
Oblast Council




MUNICIPAL ENERGY
REFORM PROJECT (MERP)

FOURTH QUARTERLY REPORT
JULY 1,2014 — SEPTEMBER 30, 2014

CLEAN ENERGY IDIQ: AID-OAA-I-13-00015

Contract: AID-121-TO-13-00006

October 2014

DISCLAIMER

The authors’ views expressed in this publication do not necessarily reflect the views of the United
States Agency for International Development or the United States Government.



TABLE OF CONTENTS

ACRONYMS +cvcveereeeentatentatentetenteeentetentesetesessesessessssessssessssessssessssessssessssensssonss I

BACKGROUND ........uoiititiittictinecssecseissessssisssesssssssesssssssssssssssssssssssssssssssssssssssssssssssssses I

A. SUMMARY OF PROGRESS AND ACCOMPLISHMENTS -:ecceereereerecccccecceccenes 2

B. DELIVERABLES -+ v+vtorseteesetettteacstarestencssencsescssessssescssessnsessssessnsessnsensnsasens 6
C. DETAILED DESCRIPTION OF PROGRESS/ACCOMPLISHMENTS

DURING THE REPORTING PERIOD -+ +oeteteeseteatetercatcacstencascncsscncescncsscnces 13

cl Project TEaAM ..cccccceeeeeeeiiieccissisnnnnnetieccsssssnnnsseeeescssssssnsssssessessssssssssssssessessssssssees 13

c.2 Environmental Compliance Report ............uueeeeeeeieneennnnnnenennnennnnnnnnneneneeneenenenes 13

c.3 Detailed assessment and analysis of progress made on each of the
tasks and milestones ...........eeeeeeeecciiennnnnes 15

ACTIVITY I: IMPROVE CLEAN ENERGY REGULATORY AND LEGISLATIVE

ENABLING ENVIRONMENT .......oovrririreireieeneeseasessssssseessesssssssssesssssssssssssssssssssssssses 17

ACTIVITY 2: PROMOTE INVESTMENT IN CLEAN ENERGY TEHNOLOGIES
AND APPLICATIONS ...t eesesssisessessessssssssssssssssssssssssssssssssssssssssssssssasssssses 22
ACTIVITY 3: CAPACITY BUILDING AND DISSEMINATION.........oorererrrrrreerereenenenns 30

ACTIVITY 4: ENHANCE CAPACITY FOR THE GOU IN LOW EMISSION
DEVELOPMENT STRATEGIES (EC LEDS) .....covrrerrerereereireeseeseessessessssessssssssssseans 31
c4 Performance indicators.......ceeeeeeiiicciiiscnsnnnnteiiccsssssnnnseneeccssssssnsssssessesssssnnens 36
D. SCHEDULES .......................................................................................... 46
E. PROBLEMS ............................................................................................. 47
F. PLAINS coveeeetetesetataaeuttstetatenenesssesessssncssssssesesensssssessssssssnsssssessssnsnsnsnsesnns 49

ATTACHMENT | IR R R TR .52



ACRONYMS

AUC Association of Ukrainian Cities

CA Condominium Association

CE Clean Energy

CEE Central and Eastern Europe

CHP Combined Heat and Power

COM Cabinet of Ministers of Ukraine

DCA Development Credit Authority

DH District Heating

DIR Data and Information Request

DTEK Donbass Energy and Fuel Company

EAB Energy Audit of Building

EBRD European Bank for Reconstruction and Development
EC-LEDS Enhanced Capability-Low Emissions Development Strategies
EE Energy Efficiency

EPC Energy Performance Contracting

ESCO Energy Service Company

ESIB Energy Saving Initiative in the Building Sector in Eastern Europe and Central Asia
ESP Energy Service Provider

EU European Union

EWG Expert Working Group

ESP Eastern Europe Energy Efficiency and Environment Partnership
GCC Global Climate Change

GDA Global Development Alliance

GHG Greenhouse Gas

GIZ German Bilateral Aid Agency

GOuU Government of Ukraine

HOA Home Owner Association

USAID MUNICIPAL ENERGY REFORM PROJECT — FOURTH QUARTERLY REPORT i



HOAC
IBSER
IEA
IFC

IFl

IRG
IRR

LEDS
MEP
MEDT
MEIS
MH
MERP
MinRegion
MOU
MSP
MRV
NAER
NCCSMR
NCSRC
NEFCO
NGO
NMHS
NIB
NIISK
NPV

PC

PMP
PO

PPP

Home Owner Advisory Center

Institute for Budgetary and Socio-Economic Research

International Energy Agency

International Finance Corporation

International Financial Institution

International Resources Group

Internal Rate of Return

Information Technology

Low Emissions Development Strategies

Municipal Energy Plan

Ministry of Economic Development and Trade

Municipal Energy Information System

Municipal Heating

Municipal Energy Reform Project

Ministry of Regional Development, Construction, Housing and Communal Services
Memorandum of Understanding

Ministry of Social Policy

Measurement, Reporting, and Verification

National Agency of Ukraine on Ensuring Efficient Energy Resources Management
National Commission on Communal Services Market Regulation (see NCSRC)
National Communal Services Regulatory Commission

Nordic Environment Finance Corporation

Non-governmental organization

National Municipal Heating Strategy

Nordic Investment Bank

Ukrainian State Research Institute of Building Structures

Net Present Value

Price Cap

Performance Monitoring Plan

Purchase Order

Public-Private Partnership

USAID MUNICIPAL ENERGY REFORM PROJECT — FOURTH QUARTERLY REPORT i



PSA Public Service Announcement

Ql,Q2, Q3 First Quarter, Second Quarter, Third Quarter

RAB Regulatory Asset Base

RC Revenue Cap

REDS Resource Efficiency Development Strategies
ROR Rate of Return Regulation

RFA Request for Application

SDC Swiss Agency for Development and Cooperation
SEAP Sustainable Energy Action Plan

SIDA Swedish International Development Cooperation Agency
SOwW Scope of Work

SSC State Statistics Committee

TF Task Force

TOR Terms of Reference

TOT Training of Trainers

UAH Ukrainian Hrivna (currency)

UKEEP Ukraine Energy Efficiency Program

UNDP United Nations Development Program

UNFCCC United Nation Framework Convention for Climate Change

USAID United States Agency for International Development
VR Verkhovna Rada (legislature)
WB World Bank

USAID MUNICIPAL ENERGY REFORM PROJECT — FOURTH QUARTERLY REPORT iii






BACKGROUND

The United States Agency for International Development (USAID) Mission for Ukraine, Moldova, and
Belarus, Office of Economic Growth supports the implementation of the Municipal Energy Reform
Project (MERP, the Project) in Ukraine as described in the Statement of Work and further detailed in
International Resources Group’s (IRG) Technical Proposal, and subsequent modifications.

The primary purpose of the USAID MERP is to enhance Ukraine’s energy security. Increased end-use
energy efficiency (EE) combined with increased production of clean energy (CE) in large towns and
cities will reduce the consumption of conventional energy in Ukraine while cutting greenhouse gas
(GHG) emissions, energy expenditures, and gas imports. The Project has four main tasks:

o Improve CE Regulatory and Legislative Enabling Environment;

° Promote Investment in Clean Energy Technologies and Applications;

o Strengthen Capacity Building and Dissemination; and

o Enhance Capacity for the GOU in Low Emission Development Strategies.

The GOU is engaged in reforming the municipal energy sector and addressing challenges identified in
the Presidential Program of Economic Reforms for 2010-2014, with an emphasis on CE/EE through
price signals and improving the competitiveness and reliability of municipal services. Ukraine’s energy
policies are shifting to domestic resources and strengthening the energy market framework to EU
standards. Adoption and full implementation of Energy Community Treaty and GCC Convention
provisions could provide Ukraine with a competitive, transparent, and predictable market framework to
attract investment, and underpin CE and EE improvements in the energy sector.

The Project focuses on introduction of energy efficiency and clean energy in cities by assisting
municipalities with planning, preparing, and financing clean energy projects; introduction of energy
management systems; supporting implementation of development of DCA loan guarantees; supporting
mechanisms that mobilize private sector investment (i.e. ESCOs); and preparing sustainable energy
public awareness plans.

This Fourth Quarterly Report is submitted in accordance with the Contract requirements and covers the
project period from July 1, 2014 through September 30, 2014. It serves as a tool for evaluating the
Project’s progress and achievements and provides a summary of Project activities, accomplishments,
issues, and problems encountered in implementing the activities set by the Project Work Plan. It also
notes the accomplishments in the context of indicators set by the Monitoring and Evaluation Plan. This
Quarterly Report #4 summarizes activities from the Project start until the end of the fourth Project
quarter (FY 2014).
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A. SUMMARY OF PROGRESS AND
ACCOMPLISHMENTS

General Accomplishments:

The overall objective of the MERP is to enhance Ukraine’s energy security. Increased end-use energy
efficiency combined with increased production of clean energy in large towns and cities should reduce
the consumption of imported conventional energy (i.e., imported natural gas from Russia), while cutting
greenhouse gas emissions as well as energy expenditures and imports.

During this quarter, Eastern Ukraine experienced continued extreme socio-political disruption in two
Eastern oblasts, and the tendered resignation of the Prime Minister, which was later rejected by the Rada.
In addition, President and Prime Minister initiated GOU administration reform by liquidating and
merging number of governmental agencies, as well as changing leadership:

e On August 27, the President of Ukraine dissolved the National Communal Services Regulatory
Commission and the National Energy Regulatory Commission through issuance of Decrees 692
and 693. Simultaneously, he issued Decrees 694 and 695 thereby establishing new National
Energy and Communal Services Regulatory Commission and appointing new commissioners to
the new Regulatory Commission. Legal analysis of MERP indicated that liquidation of the two
regulators was made with serious violation of Ukrainian legislation and contradiction with EU
Energy Community requirements on independence of the regulatory bodies. It is important that
USAID supports continuity of Tariff and Regulaotry Reforms and initiates training and capacity
building of the new Regulatory Commission.

e On September 15, the Cabinet of Ministers published its Order 442 of September 10, 2014, “On
Administrative Improvements of National Government Institutions”. By this order, MERP
counterpart, the State Environmental Investment Agency (SEIA), was liquidated. Its functions
were transferred to the Ministry of Environment. Therefore, most of the operations and work
on LEDS-REDS has been stopped due to very limited availability of GOU staff. SEIA and
MERP enjoyed a cooperative partnership on LEDS-REDS, jointly working on Climate Change
Strategy, improvement of National GHG Emission Inventory, and MRV. It is important that
USAID supports continuity of LEDS-REDS assistance and initiates a meeting with the Minister
of Environment.

e The Cabinet of Ministers appointed Sergei Savchuk the Chairman of the State Agency for
Energy Efficiency. Sergei Savchuk was Secretary of Rada Faction “For Energy Independence of
Ukraine”. MERP and MHRP had good cooperation with Mr Savchuk on energy efficiency and
renewable energy topics. Because of this appointment, a revitalization of cooperation with SAEE
is anticipated, and it will likely play a more active role in development and implementation of
energy efficiency and clean energy policies than in the past.

Despite significant restructuring of GOU agencies and increased GOU attention to the war with Russia
in Eastern Ukraine, MERP made very good progress in accomplishment of the Work Plan for Year 1.
During the reporting period, MERP advanced nearly all Project activities in accordance with the Work
Plan for Year 1 approved by the USAID Mission in Ukraine. The Project regularly reported to USAID
on achievement of Project milestones and continuously alerted USAID to changes in GOU counterpart
agencies and personnel that MERP interacts with on a regular basis.
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On the technical side, the Project made good progress in four main activities: (i) improve the clean
energy regulatory and legislative enabling environment; (i) promote investment in clean energy
technologies and applications; (iii) capacity building and dissemination; and (iv) Enhance Capacity for the
GOU in Low Emission Development Strategies (EC-LEDS).

Coordination with USG, USAID and USAID Funded Projects:

MERP COP Bil Tucker met with US Ambassador Bond, USAID Deputy Mission Director Ann Marie
Yastishock, Program Office Director Peter Duffy, Deputy Director of OEG Mickey Torreano, and
other USAID staff, on MERP assistance at the regional level. MERP presented project activities with
municipalities and provided analytical information on their ability to advance energy efficiency reforms.
The capability and organization of oblast administrations, including potential to support municipal
energy reforms by providing dissemination of the best practices, was presented and discussed.

MERP management met with MinRegion and with USG and USAID officials Steve Burns, Senior
Coordinator of Energy Programs from E&E Bureau, Peter Duffy, Acting Deputy Mission Director, and
John Bush, Energy Officer of US Embassy in Ukraine. Mr Belousov, Deputy Minister of MinRegion,
informed participants of the pace of energy efficiency reforms in the communal sector. The Deputy
Minister expressed high appreciation of USAID MERP assistance in the areas of ESCO legislation,
development of Draft Law on EE in Buildings, and improvement of HOAs Law.

MERP management met with Benjamin Long, USAID/OTI, Transition Advisor from Washington,
USAID Mission OEG Deputy Director Mickey Torreano and OEG Project Management Assistant
Maria Garastovskaya to discuss public outreach and national public information campaign issues. Mr
Long informed about start-up of the new USAID Ukraine Confidence Building Initiative (UCBI)
program, implemented by Chemonics.

At a following meeting, MERP management met with Chris Scott, COP of UCBI. Participants discussed
coordination of assistance to the GOU and its Ministries on strategic communication. MERP briefed on
its activities with MinRegion, Ministry of Social Policy, the Commission, and partner cities on the
targeted public information campaign. MERP expressed willingness to provide strategic Public Service
Announcements (PSAs) on energy efficiency, renewable energy, and social protection of low-income
consumers to the Cabinet of Ministers’ press office in support of national strategic communication
objectives and to ensure harmonization of themes andmessages with USAID project outreach and
communication objectives.

National Level Assistance:

Early in August, the Government of Ukraine approved the Decree "On Certain Social Norms in the
Area of Housing and Utility Services”, the result of joint efforts of the Municipal Heating Reform
Project (MHRP, 2009-2013), World Bank, and current Municipal Energy Reform Project (MERP, 2013 -
present). The issuance of this decree is due to the extensive study completed by MHRP about 'norms'
used by gas utility companies. The study determined that the old billing 'norms' were 1.3 to 2 times
higher than actual metered consumption. This report was instrumental in the passage of the Resolution
of the Cabinet of Ministers 409, which changes the previous billing 'norms' to correct levels, resulting in
estimated savings to consumers of $400 to $500 million per year according to the Government of
Ukraine. Expectation is that up to two million households will apply for a subsidy through the heating
season. A new methodology based on this work will change the existing scheme according to which
subsidies are granted. To help Ukraine address this issue, MERP trained about 625 staff members of the
regional offices at the Ministry of Social Policy relative to implementation of Resolution #409, i.c.
procedure for setting, calculating, and providing compensation mechanism for utility bills to the low-
income population.
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In September, the Ministry of Economy issued a Resolution #1111, which approves Ukrainian standard
on Energy Management. The standard is an equivalent of international standard ISO 50001. It was
developed by SAEE with assistance of EU Delegation and MERP. MERP is working on establishment
of energy management systems in all partner cities based on ISO 50001.

MERP provided support to the GOU High Level Working Group (HLWG) on municipal energy reform.
Project experts assisted the GOU with preparation and development/update of key legislation (such as
package of legislation on ESCOs, Law on Energy Efficiency in Buildings, set of legislation on HOAs,
and others). The package of legislation on ESCOs was concurred by the GOU Committee and was
submitted to the Cabinet of Ministers. The Draft Law on Energy Efficiency in Buildings was updated
and submitted for concurrence to the GOU Committee led by Vice-Prime Minister Volodymyr
Groysman.

The Project continued assistance to the NCSRC that resulted in GOU approval of necessary tariff
increases for communal services (both heat and water) to the cost-recovery level. MERP supported the
Regulator and utilities in calculating and applying new tariffs. Project experts finalized technical
specifications for a Regulatory Information Management System and made good progress in
introduction of a new regulatory accounting and reporting system.

Capacity Building:

MERP provided assistance and capacity building support to the NCSRC in order to improve
methodological recommendations on accounting and reporting by the licensees in the communal
services sphere. MERP will keep assisting NCSRC staff in reviewing the rules of accounting for
revenues, costs, financial results and assets by licensees, that produce, transport and supply heat energy.
MERP also assessed training needs of both the MinRegion and NCSRC. Project experts developed
recommendations for a Capacity Building Plan for MinRegion and PIU staff, which includes the
following measures: trainings, seminars, round tables and study tours.

MERP selected five local NGOs for capacity building based on selection criteria agreed to by USAID.
Organizational Capacity Assessments were conducted and reported to USAID. Capacity Building Plans

were developed for each of the selected NGOs. Training seminars were developed and delivered for the
NGOs. A Basic Agenda for USAID direct awards was prepared and submitted to USAID.

LEDS-REDS Activities:

MERP continued to establish cooperation with all LEDS-related state bodies. As the State
Environmental Investment Agency (SEIA) had been identified as one of the core players and partners
for LEDS development and implementation activities, MERP signed a Cooperation Work Plan with
them. As one of its activities, MERP initiated dialogue between SEIA and the EU Covenant of Mayors
Representative Office in Ukraine to ensure a holistic approach to National GHG Inventory System. An
IPCC 2006 assessment was conducted of the National GHG Inventory System, and a National GHG
Inventory Enhancement Plan prepared and submitted to the State Environmental Investment Agency.
MERP provided assistance for update and approval of the National Action Plan on Renewable Energy.
The analytical tool TIMES-Ukraine was updated and readied for use for LEDS-REDS purposes. MRV
Law Draft Elements were prepared and submitted to SEIA.

Municipal Assistance:

MERP provided assistance to its first group of partner cities on Sustainable Energy Action Planning
(SEAP). MERP assisted cities on establishing Advisory Committees on development and
implementation of SEAPs. Also, MERP organized and presented a series of workshops for the First
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Group of six partner cites (Dnipropetrovsk, Ivano-Frankivsk, Kramatorsk, Kherson, Vinnytsa, and
Chernihiv) regarding data collection methodology and definition of baseline for Sustainable Energy
Action Plans (SEAPs). In addition, MERP accepted the city of Zaporizhzhia for the first group of
partner cities. MERP presented data collection tools and the Municipal Energy Information System that
is to be used in preparing baseline scenarios for energy consumption and CO2 emissions. MERP energy
auditors ARNIKA and Optimenergo conducted energy audits of municipal systems in the cities for the
purpose of SEAP development: heating, street lighting, water supply and transport. Each of the partner
cities was assisted by Regional Training Centers to develop baselines for energy consumption and CO2
emissions of these municipal sectors.

MERP experts from ARNIKA and OptimEnergo also developed a Draft Manual on Municipal Energy
Management based on ISO 50001 requirements. The document was submitted for review to industry
specialists. Project experts reviewed current systems of energy management in the partner cities. Based
on this assessment, MERP will organize a series of training seminars on municipal energy management
that will start during the next quarter.

MERP provided assistance to forming and improving the functionality of local PIUs for WB DH loans
infive partner cities (participants in WB DH project). MERP assisted implementation of USAID DCA
program with Bank Lviv. With MERP assistance, Bank Lviv financed six projects for the total of Euro
700 000 and UAH 4 680 000.

MERP provided public information materials to the Regional Consulting Centers and Regional Offices
of the Association of Ukrainian Cities and Communities in order to target outreach. Over 900 booklets
about Condominium development and operation, as well as over 600 “Ten Tips” brochures on how to
conserve energy in apartment buildings were sent to the Condominium Resource Center in Lviv as well
as distributed during Energy Efficiency Days in Vinnytsia and Lviv.

Advanced Donor Coordination:

During the reporting period, MERP continued close coordination with donors and donors’ projects in
the areas of municipal energy efficiency and clean energy. The Project made good progress in developing
an e-based platform for donor coordination. A technical solution (based on Google Services) and a
mock-up of the e-based donor coordination platform were prepared. Each donor organization submitted
initial data on its activities and projects, as well as the name of authorized users. MERP purchased the
name of the domain of the platform. The e-based advanced donor coordination platform was finalized
during the reporting quarter. Project experts presented the coordination tool at the donors meeting and
agreed on a schedule of individual training seminars to support utilization of the e-based platform.

MERP management participated in a number of coordination meetings with WB, EBRD, NEFCO, GIZ,
EU Delegation, and other donor agencies involved in municipal energy efficiency and clean energy
assistance.
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B. DELIVERABLES

Fourth Quarter deliverables of the MER Project were provided to USAID on CD and include the
following items:

# Activity Month Title of Report Language

1 Activity 1 July Comments to the draft National Action plan on | English,
Energy Efficiency till 2020 Ukrainian

2 Activity 1 July Short reference on the draft law of Ukraine On English,
commercial accounting in fields of heat supply, | Ukrainian
centralized water supply and sanitation,
provision of communal services

3 Activity 1 July Materials  for  discussion of  Methodic English,
recommendations on  determination of | Ukrainian
threshold of investment component in the tariff
for centralized water supply and sanitation

4 Activities 1 July Draft order of the Cabinet of Ministers of English,
Ukraine On adoption of Concept of | Ukrainian
introduction of quality regulation system in field
of communal services

5 Activity 1 July Explanatory note to the draft order of the | English,
Cabinet of Minister of Ukraine On adoption of | Ukrainian
Concept of introduction of quality regulation
system in field of communal services

6 Activity 1 July Reference on legal status of national | English,
commissions for state regulation of certain | [keainian
spheres in connection with registration in
Verkhovna Rada of Ukraine of the draft Law of
Ukraine On amendments to the Constitution of
Ukraine (regarding competence of state
authority bodies and local governments) #4178a
dated June 26, 2014 submitted by the President
of Ukraine

7 Activity 1 July Reference on draft Law of Ukraine On licensing | English,
of certain types of economic activity (register | Ukrainian
#4743 dated 18.04.2014)

8 Activity 1 July Short reference on draft resolution of the | English,

Cabinet of Ministers of Ukraine On stimulation
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of natural gas in field of heat supply Ukrainian

9 Activity 1 August Reference on the draft Law of Ukraine On English,
amendments to some legislative acts of Ukraine | Ukrainian
(regarding removing regulatory barriers for
development of public-private partnership in
Ukraine and stimulating investments), #4237a
dated 03.07.2014

10 Activity 1 August Reference on issues of development of English,
methodological recommendations on | Ukrainian
determination of threshold of investment
component in the tariff for centralized water
supply and sanitation

11 Activity 1 August Answers to the comments of the National English,
Commission for Communal Services Market | Ukrainian
Regulation to analytical materials presented in
the reference on issues of development of
methodological recommendations on
determination of threshold of investment
component in tariff for centralized water supply
and sanitation dated 10.07.2014

12 Activity 1 August Recommendations on format of organization of English,
trainings of MinRegion’s employees as a result | Ukrainian
of the meeting with the representatives of
Central PIU under MinRegion

13 Activity 1 August Short reference on draft laws of Reanimation English,
Package of Reforms Ukrainian

14 Activity 1 August Participation of JurEnergoConsulting’s experts English,
in the events on issues of development of | Ukrainian
legislative and regulatory framework of energy
sector and housing and communal sector

15 Activity 1 September Proposals upon results of discussion of English,
Methodic recommendations on determination | Ukrainian
of threshold of investment component in a
tariff for centralized water supply and sanitation

16 Activity 1 September Analytical reference on obligations of Ukraine English,
and implementation of Directives of the | Ukrainian

European  Parliament and the Council
2001/80/EC and 2010/75/EU to the national
legislation of Ukraine in context of the Energy
Community Treaty and the Association
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agreement of Ukraine with EU

17

Activity 1

September

Reference on legal status of national
commissions for state regulation in certain
spheres in context of the Association agreement
between Ukraine, from the one part, and the
European Union, European Nuclear Energy
Community and their Member States, from the
other part

English,
Ukrainian

18

Activity 1

September

Identification of options on improvement of
legislation in field of public-private partnership
(transfer into concession of objects in field of
heat supply, water supply and sanitation that are
in communal ownership) in part of
improvement of quality of management
decisions and increasing of transparency in this

field

English,
Ukrainian

19

Activity 1

September

Proposals on amendments to Procedure of
development, approval and adoption of
investment programs

English,
Ukrainian

20

Activity 1

September

Comparative table to draft order On adoption
of amendments to procedures of development,
approval and adoption of investment programs
of economic subjects in field of heat supply,
centralized water supply and sanitation

English,
Ukrainian

21

Activity 1

September

Reference on draft National Action Plan on
Renewable Energy (NAPRE) for the period till
2020

English,
Ukrainian

22

Activity 1

September

Reference on establishment of the National
Energy and Communal Services Regulating
Commission

English,
Ukrainian

23

Activity 1

August

Report on fulfillment of tasks relative
development of the Service Quality Monitoring
System in the framework of implementation of
the USAID Municipal Energy Reform in
Ukraine Project

Ukrainian

24

Activity 1

September

Progress report on assistance and capacity
building support to the Commission to develop
standardized  accounting and  reporting
procedures and forms and facilitate their use by
utilities

Ukrainian

25

Activity 1

September

Recommendations on the choice of methods
(combination of methods) and parameters that
have to be used for conducting benchmarking

Ukrainian
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Working paper

26

Activity 1

July

Analysis of draft Laws of Ukraine “On
peculiarities of the right of ownership in a multi-
family residential building” and “On introducing
changes to certain legislative acts in order to
improve the relations in the sphere of housing
and utility services”

Ukrainian

27

Activity 1

September

Report on the workshop on social norms, based
on which privileges and subsidies for payment
of housing and utility services will be granted,
and on changes to the procedure governing
provision of housing subsidies —Kyiv,
September 2, 2014

Ukrainian

28

Activity 1

June

Concept of the system of social assistance for
households regarding payment for housing and
utility services

(DRAFT Interim Report)

Ukrainian

29

Activity 1

August

Presentation Social norms and social norms
home use housing and communal services new
mechanisms of social protection of consumers
of utility services

Ukrainian

30

Activity 1

July

Working paper on laws and regulations, which
had a significant impact on heating tariffs,

district heating services, and hot water supply

English

31

Activity 1

September

Draft Law On Energy Efficiency

English,
Ukrainian

32

Activity 1

August

Report “Unification of common parameters
(assumptions) of national (“TIMES-Ukraine”
model) and municipal modeling (SEAP)”

Ukrainian

33

Activity 1

September

Draft National Action plan on Renewable
Energy till 2020

Ukrainian

34

Activity 1

September

Draft order On the Action Plan for the
implementation of the European Parliament
and of the Council Directive 2009/28 / EC

Ukrainian

35

Activity 1

September

Draft plan On implementing measures of the
European Parliament and Council Directive
2009/28 / EC on the promotion of the use of

Ukrainian
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energy produced from renewable sources

36

Activity 1

September

Approved  Energy  management  system

Requirements and guidance for use (ISO
50001:2011, IDT)

Ukrainian

37

Activity 1

September

Analytical Reference on obligations of Ukraine
on implementation of the European Parliament
and of the Council Directives 2001/80 / EU
and 2010/75 / EU into national legislation of
Ukraine in the context of the Treaty establishing
the Energy Community and  Ukraine

Association Agreement with the EU

Ukrainian

38

Activity 2

September

Concept of converting Condominium Advisory
Centers into Clean Energy Advisory Centers
(Draft)

Ukrainian

39

Activity 2

July

Report on workshops for focus groups
moderators “Public opinion surveys by means
of focus groups: theory, methodology, and
practice” held on June 12-13 in Chernihiv, June
26-27 in Ivano-Frankivsk, and July 3-4 in
Dnipropetrovsk

Ukrainian

40

Activity 2

August

Report on the workshop for focus groups
moderators “Public opinion surveys by means
of focus groups: theory, methodology, and
practice” — Zaporizhzhia, July 24-25, 2014

Ukrainian

11

Activity 2

September

Report on Round Table “Natural Gas
Replacement with Alternative and Renewable
Energy Sources: from Investment Project
Development to Implementation”

August 28, 2014, Vinnytsya

Ukrainian

42

Activity 2

September

Assessment of the willingness of the local banks
to use Development Credit Authority Loan
Guarantee

English

43

Activity 2

September

Draft Concept of SEAP for Kherson

Ukrainian

44

Activity 2

September

Draft Concept of SEAP for Zaporizhzhia

Ukrainian

45

Activity 2

September

Report Energy Audit with recommendations for
energy efficiency measures, renewable energy
and investment projects for SEAP of Kherson

Ukrainian

46

Activity 2

September

Report Energy Audit with recommendations for
energy efficiency measures, renewable energy
SEAP of

and investment projects for

Ukrainian
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Dnipropetrovsk

47 Activity 2 September Report Energy Audit with recommendations for | Ukrainian
energy efficiency measures, renewable energy
and investment projects for SEAP of Ivano-
Frankivsk
48 Activity 2 September Report Energy Audit with recommendations for | Ukrainian
energy efficiency measures, renewable energy
and investment projects for SEAP of Chernihiv
49 Activity 2 August Report on Recommendations for the Project | Ukrainian
Implementation Unit (PIU) creation
50 Activity 2 September Presentations on Energy Management Ukrainian
51 Activity 2 August Presentations on Kamjanets-Podilskyy Seminar | Ukrainian
on SEAPs
52 Activity 2 September Presentations on Lviv Seminar on SEAPs Ukrainian
53 Activity 2 September Inventory of CO2 emissions for Kramatorsk Ukrainian
54 Activity 2 September Inventory of CO2 emissions for Zaporizhzhia Ukrainian
55 Activity 2 September Inventory of CO2 emissions for Kherson Ukrainian
56 Activity 2 September Methods of implementing Energy Audits in | Ukrainian
Buildings DSTU B B.2.2-XXX:201X
57 Activity 2 August Draft proposal for the “Draft Template | Ukrainian
Monitoring Plan for municipal boiler stations”
58 Activity 2 September Draft proposal for the development of | Ukrainian
“Methodology  for estimation of GHG
emissions for municipal boiler stations in the
sector stationary fuel combustion”
59 Activity 2 September Guide (book) on Municipal energy management | Ukrainian
60 Activity 2 September Brochures on Energy Efficiency English
61 Activity 3 July Memorandum on Milestone 3.2 “OCA English
conducted. Training needs identified”
62 Activity 3 September Recommendation memo regarding selection of a English

local partner from the existing pool of NGOs
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63 Activity 3 September Capacity Building Plan NGO AEEU Uktainian
64 Activity 3 September Capacity Building Plan NGO CEIU Ukrainian
65 Activity 3 September Capacity Building Plan NGO EA Ukrainian
66 Activity 3 September Capacity Building Plan NGO ABE Ukrainian
67 Activity 3 September Capacity Building Plan NGO AEEC Ukrainian
68 Activity 3 September Training report on NGOs Ukrainian
69 Activity 4 July Memorandum on Accomplishment of MERP English
Milestone 4.3 “National Inventory System
Enhanced”
70 Activity 4 September Memorandum on Accomplishment of MERP English
Milestone 4.8 “Key Design  Elements
Developed for data base”
71 Activity 4 September Memorandum on Accomplishment of MERP English
Milestone 4.7 “Budgetary programs prepared to
allocate emission taxes for support
implementation of LEDS/REDS”
72 Activity 4 September Report “Enhancement and improving TIMES- | Ukrainian
Ukraine modeling to reflect LEDS”
73 Activity 4 September Report on Analysis of legislation in the areas of | Ukrainian
paying environmental taxes and analysis of state
and local budgets on the use of environmental
taxes
74 Environment | September Environmental Legislation Requirements English
monitoring Applicable to the Municipal Energy Reform
Project (MERP)
75 Environment | September Analysis of Potential Environmental Impact and English
monitoting Recommended Environmental Determination
76 Environment | September Recommended Environmental Mitigation English
monitoring Measures Plan
77 Environment | September Environmental Monitoring Plan English
monitoring
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C. DETAILED DESCRIPTION OF
PROGRESS/ACCOMPLISHMENTS
DURING THE REPORTING PERIOD

C.1 PROJECT TEAM

During the reporting period, the MER Project worked in close cooperation with the key project
stakeholders, the Ministry of Regional Development, Construction, Housing and Communal Services
(MinRegion), Verkhovna Rada Committees, National Communal Services Regulatory Commission
(NCCSMR) and members of the donor community.

MERP signed an MOU with Dnipropetrovsk Oblast Council on implementation and dissemination of
energy efficiency measures in the cities of Dnipropetrovsk oblast.

The Ministry of Economic Development and Trade (MEDT) issued MER Project an updated
Registration Card including the Ministry of Social Policy of Ukraine as a new recipient on August 4, 2014.
The Project has a total of 20 recipients as of September 2014.

The Project also initiated the process of adding Municipal Development Institute (MDI), All-Ukrainian
Charitable organization, NGO, as a Project co-implementer.

Due to the recent liquidation of two GOU counterparts (State Agency for Environmental Investments
and National Commission for Communal Services Market Regulation), MERP will establish relations
with their successors and will initiate their inclusion on the Project registration card.

MERP staff totals 14 employees.

C.2 ENVIRONMENTAL COMPLIANCE REPORT

The MERP team is taking actions to conform to USAID environmental regulations, 22 Code of Federal
Regulations (CFR) 216. MERP incorporated environmental mitigation measures as a standard
component of program management. The MERP team assessed and developed a plan to meet USAID
and Ukrainian environmental requirements through mitigating, and monitoring environmental risks. Our
team experts do not anticipate having any significant adverse environmental impacts from Project
Activities. This is confirmed by IEE recommendation of “Categorical Exclusion” for most Project Tasks
and Activities. “Negative Determination with Conditions” was defined for Tasks 1.2, 1.6, 2.2, 2.4, and
2.5 of MERP SOW. The team assessed the possible environmental risks for these tasks and started
implementing measures recommended by the IEE (4.3.1-4.3.4).

During this reporting period, MERP submited to USAID the MERP Environmental Compliance
Report, based on TO Contract ANNEX 1 — Initial Environmental Examination.

The Report includes the following items:
Environmental Legislation Requirements
Environmental Determination
Mitigation Measures Plan

Monitoring Plan
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The conclusions of the report are that the USAID MERP is in compliance with Ukrainian and Contract
requirements on all implemented activities, and the Mitigation Measures Plan and Monitoring Plan are
up to date and compliant with all requirements.
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C.3 DETAILED ASSESSMENT AND ANALYSIS OF PROGRESS MADE
ON EACH OF THE TASKS AND MILESTONES

As per USAID request, MERP prepared and received USAID approval for revised Table of Milestones for
Work Plan Year 1.

REVISED TABLE OF MILESTONES - WORK PLAN YEAR 1

MXIX: - Completed; MX.X — under completion; [JIBBB — suspended as per USAID request

M1 Key Priotity list of CE/EE legislation/ regulations established (based on the
assessment results, MERP will define exact list of Laws to be developed or amended)

December

30,2013 -: LEDS/REDS Work Plan drafted and accepted by Ministry of Economy (all further
activities are subject to inclusion (ot revision) in the LEDS/REDS WP with MinEconomy)

-: Coordination strategy for cities selection developed

January 30, -: Advanced donor coordination established

2014
-G2G feasibility defined; all following activities will be subject to revision based on
the assessment Per COR, February 6, suspend this work until further notice from USAID.
-: Cities and IFIs engaged in cooperation

Mar 30, 2014

-: Basic training needs for the Commission determined (Based on the outcome of this
the training curriculum will be developed)

April 30, 2014

: LEDS/REDS inter-agency GOU coordination established
: Basic training needs for the MinRegion determined (Based on the outcome of this,
the training curriculum will be developed)

-: Information Strategy and local Information Plans developed.

: Selection of 5 NGOs conducted.
: Build up working relations with comprehensive and overarching approach for LEDS
legal development.

M8: Priority list of legislation/regulations on improvement of social assistance agreed with
the GOU.

May 30, 2014

-: RIMS functionalities developed and agreed.

| M29: ESCO/EPC Legal basis improved

-: Focus groups conducted to define baseline knowledge on CE/EE in partner cities

June 30, 2014

-: SEAP needs in Ukraine identified

-: OCA conducted. Training needs identified.

| M237: Bank Lviv is well informed about CE/EE projects and borrowers risks

-: PPP Legal basis improved

July 30, 2014

M1.5: Donor coordination on tariff regulation established. (MERP Work plan activities of
Task 1.3 are coordinated and if needed adjusted) September 29, 2014: WB consultant still

not in place; Commission Dissolved in August; no recipient of TA.
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M1.12: New regulatory accounting principles taught to utilities

M1.13: Ten utilities trained to properly implement accounting rules. Training needs were
identified. Training was delivered in the beginning of October 2014.

M1.16: Capacity of regional offices improved. Workshop conducted on 6-18-14.

M1.18: Capacity of MinRegion improved. Many working group meetings and draft

methodologies, laws, etc., were provided in FY2014. Training for Central PIU of Minregion

is scheduled for October 2014.

M4.3: National Inventory System enhanced

M4.8: Key design elements developed for data base

August 30,
2014

BB clcction of GOU/local government organizations finalized. Per COR, February 6,
suspend G2G work until further notice from USAID. (see M3.4, above)

M1.6: Assets evaluation methodology developed as prerequisite for RAB. Waiting for
feedback from Commission; need to meet with new Commission on this issue.

M2.4: Energy audits conducted

M4.7: Budgetary programs prepared to allocate emission taxes for support implementation
of LEDS/REDS

September
30, 2014

M1.3: Key draft legislation/regulations developed

M1.4: Energy Audit Standard and Energy Management Standard developed

M1.7: RAB methodology developed for all sub-sectors. The status of the laws on
amendment of the Law on Natural Monopoly is not clear. The provisions were drafted in
the past, but apparently, the legislators are not making this legislation a priority. The
milestone should be shifted to Year Two.

M1.9: New approach for social protection of low-income consumers agreed with
stakeholders

MT1.11: Tender specifications prepared for both software and hardware

M1.14: New regulatory benchmarking system developed. The report on the results of
clustering of utilities in water sector and the choice of the benchmarking methods
developed. This activity is ongoing and evolving.

M1.19: Commission integrated in international cooperation with NARUC/ERRA
September 30, 2014 — not accomplished because Commission had not Chairman from
March 2014 until dissolved August 2014. New Commission’s position on this matter will
have to be determined. Recommend this be removed as a milestone.

M2.5: SEAPs developed in 6 cities. September 29, 2014: 3 have been developed, others in
progress; second of three trainings held; est. completion/acceptance by December 30,
2014.

M2.6: Energy Management procedures prepared

M2.8: Banks have better understanding of CE/EE projects and benefits of DCA

M2.11: PPP opportunities identified. Sublaws on PPP in communal sector drafted.
Discussions on PPP with partner cities initiated. Delayed due to general instability.

MS3.3: Comprehensive training provided according to Capacity Building Plans
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MS3.6: Capacity building plan developed

M4.4: LEDS/REDS analytical tools applied by two GOU agencies. Delay to November 30,
2014 due to GOU instability.

M4.5: Road Map developed and LCP Directive focal point appointed. September 30, 2014 -
On hold due to inaction/disinterest of GOU (MinEnergy).

During the fourth Project Quarter, the following milestones were met:

M1.3: Key draft legislation/regulations developed

M1.4: Energy Audit Standard and Energy Management Standard developed

M1.9: New approach for social protection of low-income consumers agreed with stakeholders
M1.11: Tender specifications prepared for both software and hardware

M2.6: Energy Management procedures prepared

M2.8: Banks have better understanding of CE/EE projects and benefits of DCA

M3.3: Comprehensive training provided according to Capacity Building Plans

M3.6: Capacity building plan developed

ACTIVITY 1: IMPROVE CLEAN ENERGY REGULATORY AND LEGISLATIVE ENABLING
ENVIRONMENT

TASK 1.1: DEVELOPING ENABLING LEGISLATIVE AND POLICY ENVIRONMENT

During the reporting period, MERP supported High Level GOU working groups and mid-level experts
groups on development/improvement of specific bills (EE in Buildings, Metering, HOAs, ESCO/EPC, etc.).

MERP participated in two High Level GOU meetings related to legal framework for municipal energy
efficiency, clean energy, and gas substitution by local alternative fuels. Vice-Prime Minister Groysman chaired
these meetings. Forty participants representing different GOU ministries and agencies, AUC, NGOs (i.e.
representatives of platform “reanimation package of reforms”) attended the meetings and discussed a number
of important draft laws and sub-laws related to administrative reform, National Action Plan on RE,
investment programs in communal services infrastructure, and others. It was agreed to approve a plan of
actions needed to comply with EU Directive 2009/28/EU on promotion of RE. It was recommended to
review and amend the National Action Plan on RE to shift focus from photovoltaic, solar, and wind energy
to biofuel and other natural gas substitution technologies. MERP was invited by the GOU to participate in
the review process. MERP recommended speeding up approval of key EE legislation and norms such as
Draft Law on EE in Buildings, package of ESCO Laws, and ISO 50001 standard on Energy Management.

Participants also discussed different options of GOU budget support to the population and utilities to
mitigate risks of lack of natural gas during the coming winter period. It was agreed to allocate 50 million
UAH to support commercial lending to the population in order to substitute natural gas boilers by boilers
using local alternative fuels (compensation of 20-30% of loan principal), and to allocate 442 million UAH to
utilities and investors to support medium size gas substitution projects.

Based on MERP legal and technical experts’ support, GOU approved two major policy documents: National
Action Plan on Renewable Energy, and Standard on Energy Management as per ISO 50001. With MERP
support, GOU finalized and submitted the new draft laws on HOAs to Verkhovna Rada: “On peculiarities of
the right of ownership in multi-family residential buildings” (registration no. 4463a dated August 11) and “On
housing and utility services” (registration no. 4563a dated August 29).

MERP participated in several MinRegion Working Group meetings chaired by Deputy Minister Belousov:
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e On Communication issues: Representatives of IFC, GIZ, UNDP, EBRD, and MDI attended the
meeting and discussed concept of training for journalists on EE/CE/LEDs, developed by MERP for
its partner cities. GIZ and IFC expressed their interest in sponsoring such trainings in some MERP
partner cities where these organizations have a presence. In order to better understand roles and
contributions of all interested stakeholders, it was agreed that the MERP team in cooperation with
MinRegion would collect information from all interested parties, will summarize it and notify all
stakeholders about their possible roles and/or inputs.

e On HOA issues: The meeting was attended by members of the National HOAs Council: Tetiana
Boiko from OPORA, Katerina Chizhyk from the Association of HOAs of Dnipropetrovsk, Ludmila
Shantz from the Association of HOAs of Zaporizhzhia, and Valeriy Shtefanets from the Association
of HOAs of Odessa. The purpose of the meeting was to discuss problems of Ukrainian HOAs
related to implementation of energy efficiency projects in residential buildings and possible GOU
support to these projects. The National HOAs Assembly identified items of possible GOU support
for energy efficiency improvements in residential buildings and submited a request letter to the Prime
Minister’s office.

e On ESCO legislation and draft law on Energy Efficiency in Buildings: MERP discussed with
MinRegion progress of legal and regulatory changes on municipal energy efficiency. Mr Kushnir
confirmed MinRegion is highly interested in MERP assistance and will continue reform of the
communal services sector. Specifically, he informed that a package of ESCO legislation and the Draft
Law on Energy Efficiency of Buildings would be approved by the Cabinet of Ministers and
submitted to the Rada with the intension of getting First Reading approval in September 2014.

e  On Metering issues: MERP conducted review and analysis of the Draft Law on Metering in the fields
of heat supply, centralized water supply and sanitation, provision of communal services. MERP legal
experts recommended substantial changes to the Draft Law and submitted them to MinRegion and
to the public platform “Reanimation Package of Reforms”.

e On amendment of Law 1198: The provisions of this Law violate the basic constitutional right of
housing owners — making a decision on common property — engineering systems in a building.
MERP participated in a Working Group meeting of the Rada Committee on Construction, Housing
and Communal Services chaired by the Deputy Head of the Committee Mr Andrievsky. Participants
discussed problematic enforcement of the Law of Ukraine #1198 “On Making Changes to Certain
Laws of Ukraine Regarding Improvement of Settlements for Energy Carriers” approved in April
2014. Specifically, MERP provided recommendations to harmonize articles of the Law with other
laws of Ukraine governing the communal services sector. Parties agreed to conduct expert working
meetings in MinRegion to prepare text of the draft Law “On Introducing Changes to Some
Legislative Acts Governing Provision of Utility Services” and submit it to the Rada.

MERP legal and technical experts assisted Minregion in preparing sublaws related to municipal energy
reform. MERP experts participated the Scientific and Technical Council of MinRegion. The participants
discussed methodology of commercial metering of heat energy and water in the area of utility services.
MinRegion reported the status of implementation of the National Program of Housing and Ultility Services
Reform and Development for 2009-2014. The experts recommended changes to the Program and extending
it until 2020. MERP experts participated in the expert working group of MinRegion to discuss pertinent
articles of the Draft COM Decree “On Introduction of Certain Social Norms in the Area of Housing and
Utility Services Provision”. Project experts prepared draft standard contracts for provision of utility services
to homeowners associations (OSBB) as to collective consumers.

During the reporting period, MERP significantly improved cooperation with SAEE and its new chairman
Sergei Savchuk. MERP discussed with SAEE chairman areas of cooperation such as development of energy
efficiency and renewable energy standards, assistance on National Action Planning on Energy Efficiency and
Renewable Energy (i.e. preparation of National Communication), capacity building and public information
campaign on energy efficiency. Mr Savchuk expressed his appreciation of MERP assistance and
recommended intensifying cooperation with SAEE.

MERP participated in review and update of the National Action Plan on Renewable Energy. The meeting
was chaired by Mr Grygorovskiy and was attended by 10 industry specialists including the Head of Ukrainian
Association of Biomass. Participants discussed and reviewed targets of the Action Plan to increase the use of
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local biofuels as a substitute for imported Russian natural gas. The updated version of the National Action
Plan on Renewable Energy will be presented to the Cabinet of Ministries in the near future.

MERP participated in development of GOU financial mechanisms to support gas substitution. The 12
participants represented commercial banks, industry experts and associations, and donors’ projects.
Participants discussed possible options of government support (500 million UAH — EU budget support
funds to energy efficiency) to energy savings and substitution of imported natural gas by local alternative
fuels. It was agreed to target both the public and utilities (both municipal and private). Government support
could be delivered through compensation of high interest rates on loans and compensation of part of the
investment in energy savings or gas substitution projects.

TASK 1.2: SUPPORTING ENERGY EFFICIENCY STANDARDS

During the reporting period, MERP provided assistance to MinRegion and SAEE in the development of
energy standards based on international requirements and EU Energy Norms.

On September 16, the Ministry of Economy issued Resolution #1111, which approves Ukrainian standard on
Energy Management — DSTU ISO 50001 ”Energy Management Systems: Requirements with Guidance on
Use”. The standard is an equivalent translation of international standard ISO 50001. It was developed by
SAEE with assistance of MERP by providing comparative analysis, discussions and improvements during Q2
and Q3. At the same time, MERP is working on establishment of energy management systems in all partner
cities based on ISO 50001. Based on this standard, MERP experts prepared a Manual for the municipal
authorities on key issues and requirements of developing energy management structures at the cities. In
addition to this, an educational course with presentations was developed. It is planned that during the next
quarter MERP experts will provide trainings for municipalities on establishing municipal energy management
at the cities.

During the reporting period, MERP worked on development of the National Ukrainian standard on Energy
Auditing of Buildings. MERP subcontractors SRIBC and ENSI prepared Draft DSTU B V.2.2-XXX:201X
“Methods for Energy Audits of Buildings”. The developed document reflects the main stipulations of the
European standard EN 16247-2 “Energy Audit of Buildings” considering the recent development of
Ukrainian National Methodology of Energy Use in Buildings, and documentation of energy performance and
energy ratings. It is expected, that during the next quarter SRIBC will receive feedback and recommendations
from the key national counterparts, such as MinRegion, SAEE, and professional associations and will prepare
public discussion in order to finalize the standard and have it approved.

TASK 1.3: IMPROVING TARIFF SETTING

During the reporting period, MERP provided assistance to NCCSMR in implementing a GOU decision for
tariff increase on heat and water/waste watet services up to cost-recovery levels. Project experts provided ad-
hoc assistance to the staff of the Regulator and utilities on calculation and implementation of this increase.

MERP experts assisted the NCCSMR with the development of quality assurance mechanisms for the new
tariff model. MERP met with Commissioner Kalchenko and Designated Chairman Dunaylo to present a
Draft “Concept on Quality of Communal Services”. The document introduces a legal basis for expanding
regulatory functions of the Commission on regular monitoring and control of quality of communal services
of its licensees. It also establishes key technical parameters for monitoring and reporting on quality of services.
The Commission expressed general agreement with the proposed Draft Concept. Expert discussion will be
organized and the finalized draft document will be submitted to the Cabinet of Ministers for approval.

NCCSMR received assistance regarding development of the service quality monitoring system. Proposals and
methodological approaches to service quality monitoring at the local level, and relevant methodological
materials for the National Commission regarding the use of the data from various sources at the level of
certain utility companies and communities, were prepared. Recommendations on organization of the
multilevel system of monitoring and evaluation of utility services quality were prepared.

MERP assisted NCCSMR in reviewing its investment methodology in tariffs for licensed utilities. Project
experts from JurEnergo prepared methodological recommendations on determination of threshold of
investment component in the tariff for centralized water supply and sanitation. MERP DCOP met with
Yadviga Semikolenova, WB Senior Program Manager, Denis Gaiovy, Principal Banker of EBRD, and
Commission representatives Dmitriy Arlachov, Head of Strategy Department, and Alexey Korchmit, Deputy
Head of Strategy Department. EBRD and WB requested review of the current investment component
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methodology in the tariffs, which they feel contradicts international procurement processes. MERP agreed to
work with the IFIs and the Commission to review/update this methodology. Project experts from JurEnergo
prepared the amendments to the investment methodology and submitted them to the Commission for review.

MERP continued assistance to NCCSMR on introduction of incentive regulation (RAB). As a first step,
Project experts developed a new approach for evaluation of assets of communal services utilities. The Report
on assets evaluation methodology “Step 1: Classification of asset groups” was developed and submitted to the
Regulator.

On August 27, the President of Ukraine dissolved the National Communal Services Regulatory Commission
and the National Energy Regulatory Commission through issuance of decree 692 and 693. Simultaneously, he
issued decrees 694 and 695 thereby establishing new National Energy and Communal Services Regulatory
Commission and appointing new commissioners to the new Regulatory Commission. Legal analysis of MERP
demonstrated that liquidation of the two regulators was made with serious violation of Ukrainian legislation
and contradiction with international best practices and EU Energy Community requirements on
independence of the regulatory bodies.

MERP participated in a donor coordination meeting initiated by the WB to discuss the recent liquidation of
NCCSMR and NERC and establishment of a new Regulator. The meeting was attended by representatives of
WB, EBRD, EU Delegation, SIDA, IFC, Swiss Coordination Agency, US Embassy and USAID. WB
reported a recent meeting with the new Regulator and the need for coordinated assistance to this new
Regulatory Agency. According to discussion, most donors and IFIs plan to provide support to the Regulator
on implementation of a new electricity market model. Only USAID MERP has active assistance on
communal setvices regulation,but WB/SIDA are planning to allocate a consultant in the DH sector. Donors
and IFIs agreed that liquidation of the Regulatory Commissions was a violation of local and international
legislation and that independence of the new regulatory Commission needs to be significantly improved. It
was agreed to support development and approval of the law on the new Regulator. MERP and EU
Delegation were tasked to translate and analyze two recent draft laws and share these analyses with all donors
and IFIs.

It is important that USAID supports continuity of Tariff and Regulatory Reforms and initiates the meeting
with the new Regulatory Commission.

TASK 1.4: IMPROVING SOCIAL SAFETY NET POLICIES

During the reporting period, MERP continued assistance to the GOU on improvement of system of social
subsidies to low-income consumers and gradual change of system of privilegies.

MERP coordinated its social assistance with WB experts. Project experts conducted a number of
coordination meetings with WB Senior Specialist Katerina Petryna to discuss the status of introduction of the
‘energy assistance for economically distressed households’ reimbursement procedure, proposals on improving
the reimbursement mechanism, cooperation with the Ministry of Social Policy, and preparation of
reimbursement workshops for the staff of local social assistance departments.

MERP social assistance experts participated in the High Level Working Group meetings chaired by First
Vice-Prime Minister Groysman to explain and clarify draft GOU decree “On Introduction of Certain Social
Norms in the Area of Housing and Ultility Services Provision (social housing norm and social norms for
consumption of housing and utility services for which the government grants privileges and subsidies)”. This
included justification of calculations and proposed mechanisms, assessment of the social impact of the
introduction of social norms, and reform of the program of housing subsidies. Other participants included
First Deputy Minister of Social Policy Mushchinin, Deputy Minister of Finance Matviychuk, Deputy Minister
of Energy and Coal Industry Ulida, Chairman of the National Communal Services Regulatory Commission
Dunaylo, Chairman of NERC Titenko, Advisors to the Vice Prime Minister of Ukraine Koshelyuk and
Kharchenko, and Director of Department of the Ministry of Social Policy Muzychenko.

Based on MERP recommendations and analytical documents, in August, the GOU approved the Decree "On
Certain Social Norms in the Area of Housing and Ultility Services". This Decree is the result of joint efforts of
the MHR Project, World Bank, and MERP during the past 4-5 years regarding housing subsidies reform.
MERP has and will continue to provide TA and capacity building relative to full implementation of this
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Decree, such as public and GOU information dissemination, training, and methodological work. The Decree
comes into effect on October 1, 2014. Expectation is that up to two million households will apply for a
subsidy through the heating season (current typical workload of the Ministry for related work is about 1.2
million households). GOU Decree #409 introduces the following changes:

e social housing norms that will be used for payment for housing maintenance, district and individual

heating (heat supply);

e social norms on consumption of housing and communal services for which the government grants
privileges and subsidies;

e corrective coefficients will be used to calculate consumption of electric energy, natural gas and other
fuels for heating purposes, depending on the region, separately for individual houses and multi-family
residential buildings;

e a new mechanism according to which subsidies are calculated depending on a household’s income
pet person;

e subsidies shall no longer be re-calculated based on actual consumption of services. Subsidies are
awarded based on a social norm and for a fixed period;

e targeting accuracy of the housing subsidies program is improved, and procedures governing provision
and administration of the housing subsidies program simplified.

During August - September, MERP, in partnership with the Ministry of Social Policy, conducted a series of 8
regional training seminars on enforcement of new social subsidies “tariff increase” reimbursement
mechanism, GOU Resolution #83, and new social norms, GOU Resolution #409, to local staff of social
assistance authorities from all oblasts of Ukraine. MERP experts provided guidelines and recommendations
on enforcement of new social subsidies mechanisms. The seminars focused on: 1) main provisions and
specific issues regarding reimbursement of additional expenses relative to payment of utility bills under
increased prices and tariffs for services; 2) social housing norms and social norms of consumption of housing
and communal services; 3) changes in the procedure governing subsidies granted for payment of housing and
communal services; and 4) related software. In total more than 600 state officials participated in these training
events and received guidelines on implementation and enforcement of new social protection procedures.

TASK 1.5: REGULATORY INFORMATION SYSTEM DEVELOPMENT

During the reporting period. MERP continued assistance to the NCCSMR on preparation of technical
specifications for a Regulatory Information Management System. Project experts finalized TOR for
Regulatory Information Management System (RIMS) The TOR for RIMS establishes common functional and
other requirements for complex software and hardware, which would be used by the NCCSMR, its regional
offices and licensed communal services utilities. In addition, MERP experts prepared technical specifications
for both software and hardware based on technical analysis of the current IT system of the NCCSMR and
future needs to accommodate functionality of RIMS and functionality of the NCCSMR Head Quarter and its
nine regional offices.

Due to Presidential Decrees on liquidation of the NCCSMR and establishment of the new Regulatory
Commission, MERP postponed its activities on RIMS until further notice from USAID.

TASK 1.6: DEVELOPING UTILITY BENCHMARKING

During the reporting period, MERP continued assistance to the NCCSMR on preparation and introduction
of a utility benchmarking system. The key pre-condition to the introduction of benchmarking is a unified
functional regulatory accounting and reporting system. The Project provided assistance and capacity building
support to the Commission to improve methodological recommendations on accounting and reporting by
the licensees.

Project experts conducted analysis of National Commission Decree #356 on incentive regulation in the water
and wastewater sector to review and improve benchmarking requirements the Commission intends to impose
on the regulated companies. As a result of the analysis, a “Progress report on assistance and capacity building
support to the Commission to develop standardized accounting and reporting procedures and forms and
facilitate their use by utilities” was prepared.
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MERP prepared a number of analytical documents on introduction of benchmarking in the water sector:

e Approaches for conducting benchmarking of water and wastewater companies;

e Working paper “Recommendations on the choice of methods (combination of methods) and
parameters to be used for conducting benchmarking”.

e Two models for comparative assessment of licensees were prepared based on Data Envelopment
Analysis and on the method of sample statistics estimates.

MERP finalized development of a new Clustering Model and Description of the Model Algorithm needed for
the utility benchmarking system of the Commission. The document was submitted to Ms Burenko, Deputy
Head of Department, for review and comments. The Commission accepted the report and requested the start
of testing how the benchmarking indicators can be applied to the utilities in the proposed clusters (grouping
by size, number of customers, geographical location, etc.) of heating and water utilities. Parties agreed that
MERP will test the new clustering approach for benchmarking system and will report the results to the
Commission. Benchmarks in the water sector within the clusters were calculated and submitted to the
Commission with the methodology description and efficiency calculator.

Due to Presidential Decrees on liquidation of the NCCSMR and establishment of the new Regulatory
Commission, MERP postponed its activities on benchmarking until further notice from USAID.

TASK 1.7: CAPACITY BUILDING

During the reporting period, MERP continued assistance to both MinRegion and NCCSMR on capacity
building. Based on the Training Needs Assessment of MinRegion, MERP experts from JurEnergo developed
a Capacity Building Plan and discussed its implementation with different departments of MinRegion. The
priority areas of assistance were identified. Training of MinRegion’s employees from Central PIU on
international procurement was prepared. Due to changes in MinRegion organizational structure and
appointment of new heads of departments, the training event waspostponed until the next quarter.

Based on the Capacity Building Plan for NCCSMR, Project experts from MDI prepared the workshop
“Discussion of unified methodological approaches to accounting by licensed and unlicensed type of activity,
with consideration of sector-specific features of licensees in the heating sector”. The workshop wasscheduled
for the beginning of October 2014 for 10 utilities. The staff of the licensed utilities will receive knowledge on
new approaches for regulatory accounting and reporting.

Due to the Presidential Decrees on liquidation of the NCCSMR and establishment of the new Regulatory
Commission, MERP will review and update the Capacity Building Plan to accommodate training needs of the
new Regulatory Commission.

ACTIVITY 2: PROMOTE INVESTMENT IN CLEAN ENERGY TEHNOLOGIES AND
APPLICATIONS

TASK 2.1: DEVELOPING COOPERATION STRATEGIES

Advanced donor coordination is a key crosscutting factor for all MERP activities. MERP provides support in
organization of regular donor coordination meetings serving as secretariat and providing our analyses for
donors, IFIs, other projects and GOU entities active in technical assistance and investments in Municipal EE
(i.e. DSM), CE, and LEDS-REDS.

MERP participated in a Donor coordination meeting on energy efficiency in the housing sector, hosted by
EBRD. The meeting was attended by representatives of USAID, UNDP, European Commission, IFC, World
Bank, and other donors. The discussion focused on issues related to the status of legislation related to Draft
Law on ESCO, Draft LLaw on Energy Efficiency in Buildings, and GOU resolution on new subsidies to low-
income consumers to compensate for tariff increases. Participants agreed to unite efforts of many donors
involved in the public outreach efforts on energy efficiency. IFC will initiate coordination meetings with all
international projects and donors involved in the information campaign on energy efficiency, during which all
parties will have a chance to share information and elaborate joint tactical and strategic directions for
effective information campaign activities. During the meeting, MERP IT team presented an e-based
Advanced Donor Coordination Platform and provided training on how to use the application as a tool to
extend and expand communication possibilities for donor community members.
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MERP participated in a number of bilateral coordination meetings with donors and IFIs, including:

MERP discussed with NEFCO the attraction of investments for energy efficiency and clean energy
projects in partner cities. Julia Shevchuk, Lead Manager of NEFCO in Ukraine, presented the bank’s
portfolio of current and future projects related to energy efficiency and clean energy. MERP
informed about progress of assistance to the partner cities on energy audits, SEAPs, and investment
programs. It was agreed to cooperate in a number of cities such as Kyiv, Chernihiv, Pavlohrad,
Vinnytsia, Lutsk, Ivano-Frankivsk, and Kherson. MERP will prepare investment grade energy audits
and business plans, primarily for end-use energy efficiency and gas substitution projects.

MERP participated in a UNDP Round Table dedicated to preparation of the new UNDP/GEF
Project, "Removing Barriers to Increase Investment in Energy Efficiency in Public Buildings". This
5-year project with total budget of 5 million USD will start in the middle of 2015 and will focus on
energy efficiency measures in public buildings. The 40 participants represented MinRegion, donor
projects, local experts and NGOs. They discussed barriers and opportunities for energy efficiency
measures in schools, hospitals and kindergartens that could be addressed by new project activities.

MERP discussed with IFC energy efficiency assistance in the cities. IFC informed about their support
to financial mechanisms, i.e. commercial lending for residential buildings. MERP informed about
assistance to HOAs and capacity building on applications for commercial lending.

To support advanced donor coordination activities MERP conducted an analysis of different available
options and prepared recommendations on establishment of an E-based platform for coordination with
activities implemented by other donors, IFIs, and GOU entities. The E-based platform has a number of
important functionalities that improve donor coordination and cooperation:

Located in a cloud and accessible from everywhere, using any web browser and language.

Integration with MS Outlook, functioning on mobile devices with instant notifications and

SMS

Scalable for any number of members, ability to extend functionality linking new Google
services and third party plugins

Coordinating outreach activities on municipal energy reform and LED-RE-EE activities

Facilitating and coordinating schedules, agendas of different member groups

Exchanging messages, news and file resources

Posting boards and discussion topics, exchanging of experts’ opinions and reports,
conducting of text/audio/video chats

Keeping document database, contacts address book with member profiles

MERP experts conducted research and development analytics to define the appropriate solution for e-based
donor coordination. The recommended solution was formulated as E-based Donor ECoordination
Information System based on Google Apps for Business. The proposed system supports all needed functions
of advanced donor coordination with reasonable costs.

Based on this decision, next steps were completed:

Obtain USAID approval of the proposed technical solution for E-based donor coordination
platform;

Discuss and agree the proposed E-based platform with donors, IFIs, and GOU entities;

Prepare technical specification for consultant for preparation, installation, and customer training on
E-based platform;

Proceed with development, user trainings and implementation of E-based platform among donors,
their projects and IFIs.

During the September 19, 2014 donor meeting, USAID MERP presented the E-based Donor ECoordination
Information System (E-Coordination System), published on Internet under the domain name
ECoordination.org.
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The E-Coordination System has a user interface that groups the most popular services and aggregates useful
information presented in four information windows. Functional groups (members) of the E-Coordination
System are divided into user groups according to their donor and projects activities:

e LED - Green low Emission/Carbon.
e EE - Energy Efficiency.
e RE — Renewable Energy.
e Donors.

The System was approved and implemented as a powerful application that extends the coordination
possibilities for donors, IFIs and their projects. In order to start using the System effectively, MERP
conducted two training seminars for donors and their projects. Three more seminars will be conducted in
October — November 2014. All System users (donors and their projects) are equipped with a users’
instruction and detailed user guide.

The system has wide communication capabilities and provides an easy way to:

e view, share, analyze and publish documents;
e provide exchanging of news and quick updates on modified republished resources;
e selectively communicate with a member of ECoordination group, whole group or organization
members;
e arrange meetings and conferences with notifications and reminders;
e open a thematic topic in a forum or a document discussion;
e share and systematize contact information (member profiles) and useful partner links;
e search documents and information with filtering by time and category;
e conduct collective text, audio or video chat;
e synchronize easily with MS Outlook Calendar or mobile device, setup reminders, notifications and
SMS.
Starting in the next quarter, MERP will place a number of project related documents (such as draft
laws/sublaws and their translations; analytical documents and assessment reports; description of project
activities and concepts of investment projects; others) in the E-Coordination System. It is expected that
donors and their projects will use the System to facilitate exchanges and advance coordination.

TASK 2.2: ASSISTING MUNICIPALITIES WITH PLANNING, PREPARING AND FINANCING OF CLEAN ENERGY
PROJECTS

During the reporting period, MERP made good progress on development and improvement of SEAPs for
the first group of partner cities.

Capacity building and development of SEAPs

In July, MERP organized the first training seminar on Sustainable Energy Action Plans (SEAP) for the First
Group of partner cities: Dnipropetrovsk, Ivano-Frankivsk, Vinnytsia, Chernihiv, Kramatorsk, and Kherson.
In addition, Zaporizhzhia and Kyiv participated in the training event. MERP experts from EnEffect
presented the multi-step SEAP methodology based on requirements of the EU Covenant of Mayors. MERP
informed participants about national-level planning (using TIMES-Ukraine and other macro-level programing
tools) and macro-economic assumptions to be used at the national and local levels. This will ensure
correlation between national and sub-national Low Emissions Development Strategy (LEDS) and SEAP
planning. MERP Regional Training Centers (RTCs) and energy auditors briefed participants on the data
collection process for the partner cities. Each city established a SEAP Coordination Unit and started data
collection on CO2 emissions and energy consumption by communal services sectors. MERP presented the
approach for establishment of a Municipal Energy System in each city based on ISO 50001 requirements. All
cities received homework to prepare CO2 emission mitigation projects to discuss at the next training seminar
in September.

During July and August, partner cities collected baseline data with assistance of project experts. Project
experts from ARNIKA and OptimEnergo provided to the Advisory Committees and Regional Training
Centers Energy Audit Reports covering four municipal sectors: buildings, district heating, street lighting, and
transport. In some cities, project experts collected data on the water and wastewater sector. The Energy Audit
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Reports also proposed GHG emission reduction measures for each of the above mentioned municipal
sectors.

During the second SEAP training seminar for the first group of partner cities, MERP experts from EnEffect
presented the final steps of SEAP methodology based on recommendations of EU Covenant of Mayors.
Each of the partner cities reported on their baseline data on COZ2 emissions and energy consumption by
communal services sectors. Participants discussed SEAP targets and emission mitigation projects/measures.
MERP experts presented the Draft Manual on Energy Management for establishment of Municipal Energy
Systems in partner cities based on ISO 50001 requirements.

Two partner cities, Vinnytsia and Ivano-Frankivsk, finalized their SEAPs and received approval of the city
councils. The SEAPs were submitted to the EU Commission and received a number of comments and
recommendations. Project experts provided assistance to these cities to address the recommendations and
improve the SEAPs. The city of Chernihiv also drafted its SEAP and discussed it with city authorities. Project
experts provided substantial comments and improvements of the draft SEAP that will be taken into account
by the city before submission of the document to the EU Commission. Other partner cities will prepare draft
SEAPs with investment programs, which will be discussed during the next training seminar scheduled for
October 2014.

Assistance to the City Advisory Committees and PIUs for WB DH Energy Efficiency Project

MERP assisted partner cities’ Advisory Committees to prepare political decision on SEAPs. MERP DCOP
visited several partner cities (Vinnytsia, Kherson, Ivano-Frankivsk, others) to discuss establishment of
municipal energy management systems, support the City Advisory Groups on SEAP development, and
monitor progress on data collection of energy consumption and CO2 emission in the city. The city authorities
indicated it was a high priority to support energy efficiency in the cities in order to meet the recently
announced GOU requirement of 30% gas savings during the coming heating season. MERP also met with
management of the DH utilities that participate in the WB energy efficiency DH loan facility. Management of
the DH Companies disucssed the establishment of local PIUs and expressed the need for capacity building
assistance for the PIUs on preparation of technical specifications, and assistance in organizing tendering
processes per WB procurement requirements.

The PIUs assistance was discussed during the meeting between MERP, Ms Yadviga Semikolenova, WB
Senior Program Manager, and her colleagues, and MinRegion, represented by Mr. Sergei Terletskiy, Head of
PIU Unit. Discussion focused on areas of cooperation and MERP assistance in preparation and
implementation of WB District Heating Energy Efficiency loans to heating utilities. MERP provided a
briefing on progress of project activities in its partner cities related to development of SEAPs and establishing
energy management systems. This included results of recent discussions with local PIUs in the cities of
Ivano-Frankivsk, Vinnytsia, and Chernihiv to identify their needs in training and technical consultations.
Participants also discussed preparation of targeted information campaigns in partner cities to support coming
investments (MERP has already developed a Concept of Information Campaign in the cities, i.e. training of
journalists).

Based on these discussions, MERP experts developed the Report with Guidelines on Establishment and
Operation of Local PIUs. This document was distributed to all partner cities that participate in the WB DH
Energy Efficiency Projects.

Assistance to HOAs and Resource Centets

MERP continued its support to HOAs in the partner cities. Project experts visited partner cities, e.g.,
Kherson, to meet with local HOA Advisory Center and local HOA Associations. Project experts met with
the local public organization “Center for Development of OSBB “Plich-o-plich” that unifies about 50 local
HOAs. The meeting was attended by the head of the Housing and Communal Services Department of
Kherson Oblast State Administration and representatives of NGO “Council of Entrepreneurs of Kherson”.
The participants supported expanding HOA Advisory Centers into Clean Energy Advisory Centers and
emphasized the need to raise awareness of the general public and heads of HOAs on energy efficiency, clean
energy and alternative sources of energy. The “Council of Entrepreneurs of Kherson” expressed interest in
cooperation with Kherson Center for Development of HOAs to establish a Revolving Fund that would
support energy efficiency improvements in residential buildings.

MERP conducted a field trip to Lutsk to assist HOA Advisory Resource Centers as they expand to CE
Resource Centers. Ms Sabatyuk, Chairman of “Luchany” Association of OSBBs, and Petro Lavrynyuk, head
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of the NGO “Volyn Institute for Support and Development of Public Initiatives”, supported the idea of
expanding HOA Advisory Centers into Clean Energy Advisory Centers. They agreed to prepate a concept for
such expansion and to start its implementation.

Based on these discussions, MERP developed a Concept on Assistance for HOAs Resource Centers and
their expansion to CE Resource Centers.

Dissemination and cooperation with AUC

MERP was instrumental in disseminating SEAP and Municipal Energy Management activities to all cities of
Ukraine with support of AUC. DCOP of MERP met with Myroslav Pitsyk, AUC Executive Director and
Vice-President, to discuss mutual approaches to informing and assisting cities to better cope with and manage
the GOU ordered 30% reduction in gas consumption for all cities. On request of AUC, MERP developed a
very compact Concept/Guideline for biofuel investment projects in the cities with aims to substitute local
alternative fuels for imported natural gas. The Concept was discussed with other USAID projects (i.e.
LAESM and P3DP), Association of Biofuels, and private sector participants (such as TAS). AUC and MERP
organized a Round Table discussion on this topic in August 2014 to support investments in gas substitution

projects.

MERP DCOP participated in the AUC Annual Mayors’ Forum to present SEAP and the energy management
process to the mayors. Olexander Mazurchak chaired the energy efficiency section of the Forum, which was
attended by about 100 participants representing different cities and towns of Ukraine. The participants
discussed urgent measures at the local level on how to substitute local fuels for imported Russian gas, as well
as investment programs for energy savings. MERP presented its experience in cities and investment proposals
for municipal energy efficiency and clean energy projects.

Initiation of investment projects

MERP initiated a number of energy efficiency investment projects in partner cities. MERP met with Mr Bo
Nyhus, Senior Investment Manager of NEFCO, and Mr Sergei Fashevskiy, Principal Specialist of Norsk
Energy, on cooperation in Ivano-Frankivsk. MERP provided information about SEAP preparation and
energy efficiency potential in public buildings of Ivano-Frankivsk. NEFCO provided a briefing of a new
investment project for up to 15 public building of Ivano-Frankivsk to complement recent EBRD investments
in supply side efficiency. NEFCO requested MERP to assist the city with preparation of energy audits and a
pre-feasibility study needed for leveraging NEFCO loan of one-million EUR and E5P investment grant of
0.3 million EUR to Ivano-Frankivsk. Participants agreed on the areas of cooperation and timeline of
assistance to the city.

To start investment project preparation, MERP conducted a site-visit to Ivano-Frankivsk to discuss SEAP
development with city administration and select public buildings for energy audits and NEFCO loan
investments. MERP met First Deputy Mayor, Ruslan Gayda, head of economic and investment department,
Bogdan Bilik, city energy manager, Ivan Dmitruchenko, and PIU Head, Olena Ivaniv. Participants discussed
priority projects of Ivano-Frankivsk on energy efficiency in public buildings, district heating and transport
sectors. MERP experts visited 11 public buildings (schools and kindergartens) to evaluate their energy saving
potential for NEFCO loan. It was agreed that the city will send an official letter confirming selection of 10
priority public buildings for MERP energy audits and future NEFCO energy efficiency loan.

New assistance to the city of Kyiv

Based on USAID request to start assistance of Kyiv city, MERP met with the Deputy Mayor of Kyiv, Petro
Panteleyev, to discuss implementation of MOU with specific focus on organization of public information
campaign on energy efficiency. The meeting included USAID representatives Andrew Popelka and COR
Andriy Nesterenko, as well as KyivEnergo and DTEK Communication teams. Kyiv desires to launch an
information campaign on energy efficiency at the beginning of October in close cooperation with MERP and
DTEK. MERP provided the meeting participants with information materials for outreach activities in Kyiv.

At a follow-on meeting, the MERP PR Manager again met with Deputy Mayor of Kyiv, Petro Panteleyev,
and his communication representative as well as a representative of KyivEnergo to discuss an action plan for
outreach activities in accordance with the recently signhed MOU. It was agreed to co-brand all available
information materials developed by MERP, for distribution by Kyiv. Kyiv City Administration took the
responsibility to distribute MERP “10-tip” brochure and poster related to energy efficiency in apartment
buildings, among all residential buildings in Kyiv. It was also agreed that Kyiv will place MERP TV PSAs on

USAID MUNICIPAL ENERGY REFORM PROJECT — FOURTH QUARTERLY REPORT 26



several national TV channels. As for KyivEnergo, the team will use all USAID MERP materials on their web
site and will promote EE through its customer service departments.

TASK 2.3: INTRODUCTION OF ENERGY MANAGEMENT SYSTEMS

During the reporting period, MERP continued assistance to the partner cities on introduction of Municipal
Energy Management Systems. MERP sub-contractors ARNIKA and OptimEnergo developed curriculum on
municipal energy management. The introductory training seminar on Municipal Energy Management was
conducted in the city of Kamyanets-Podilskiy to the energy managers from first group of partner cities. The
Project experts presented the basic approach for establishment of a Municipal Energy Management System in
municipalities and discussed functions of municipal energy managers. Specifically, project experts presented
the Deming—Cycle that includes four key pillars of energy management: monitoring, analysis, decision-
making, and action.

Second training seminar on Municipal Energy Management was organized in Lviv in September 2014. The
Project experts presented the Draft Manual on Energy Management for establishment of Municipal Energy
Systems in partner cities based on ISO 50001 requirements. It is expected that during the next project
quarter, Project experts will visit each city of the first group to provide individual training on Energy
Management standard ISO50001 and will assist the cities in organization of Municipal Energy Systems.

TASK 2.4: DEVELOPMENT CREDIT AUTHORITY LOAN GUARANTEE

During the reporting period, MERP continued assistance to Bank Lviv to support utilization of Energy
Efficiency DCA. Project experts provided capacity building seminars to the Bank Lviv staff on energy
efficiency projects. For example, in the beginning of September, MERP experts from MDI held a workshop
“Legal and Financial Aspects of Operations of HOAs” for Bank Lviv. The workshop was attended by 20
participants from regional offices of Bank Lviv.

In addition, MERP experts promoted Bank Lviv loan products for HOAs to stimulate demand. Project
experts participated in Lviv Energy Efficiency Day and presented best practices of energy efficiency measures
in HOA buildings. They informed interested participants about loans from Bank Lviv (under the DCA
program) to condominiums to implement energy efficiency improvements in residential buildings.

Project experts organized regular meetings with Bank Lviv to monitor DCA utilization. As of today, Bank
Lviv has issued six loans for energy efficiency under DCA for the total amount of Euro 700 000 and UAH 4
680 000.

In order to support new DCA in energy efficiency area, MERP prepared and submitted to USAID an
Assessment Report on willingness of local banks to use the Development Credit Authority (IDCA) Loan
Guarantee. The report provides information and analysis of ten different commercial banks, i.e. their
performance and financial stability. Three commercial banks expressed strong interest for Energy Efficiency
DCA: Bank Pivdenniy, Meta Bank, and Bank Concord. The Report contributes to USAID efforts in
establishing new DCA recipients for energy efficiency in Ukraine.

TASK 2.5: SUPPORT MECHANISMS THAT MOBILIZE PRIVATE SECTOR INVESTMENTS

During the reporting period, MERP continued support for development of legal and regulatory basis for
private sector investments. This work included assistance on Draft ESCO legislation, improvement of general
PPP Law, and sublaws related to Law on Specifics of Lease and Concession.

MERP legal experts participated in a Working Group meeting with EBRD experts and the legal department
of the Cabinet of Ministers regarding ESCO draft legislation. The participants discussed comments of GOU
institutions (Ministry of Justice, Ministry of Finance, Ministry of Economy, and Anti-Monopoly Committee)
that are delaying approval of ESCO legislation. It was agreed that experts will assist MinRegion (leader for
development of ESCO legislation) in addressing questions from the ministries, mentioned above.

MERP DCOP participated in a round table discussion on amendments to PPP Law organized jointly by
AmCham and P3DP. About 40 participants representing law firms, private sector participants, IFIs and
donor projects attended the round table. The participants discussed amending articles of the Law in order to
ensure its application and use in different economic sectors. Parties agreed that the specific legislation (i.e.,
Law on Specifics of Lease and Concession in Communal Sector) would succeed the general Law on PPP and
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have application in the communal sector. Based on legal analysis of MERP, the Law on Specifics of Lease
and Concession in Communal Sector is a good basis for attraction of private investors in the sector.

In the partner cities, MERP initiated discussion on Energy Efficiency PPPs in communal sector. MERP
cooperated with LAESM and Vinnytsia oblast administration to organize a Round Table on biofuel
investment opportunities in Ukrainian cities. The event was attended by USAID COR Andriy Nesterenko,
OEG representative Maria Garastovskaya, 19 cities, Rada representatives, AUC, MinRegion, State Agency of
Energy Efficiency, NEFCO, and industry associations. Mr Dombrovskiy, Head of Rada faction “On Energy
Independence of Ukraine”, informed participants about recent legal changes allowing use of local alternative
fuels and renewable energy to replace imported Russian gas. Project experts discussed legal, financial, and
technical aspects of biofuel investment opportunities. NEFCO and MDI presented financial instruments
(commercial lending and PPPs) for clean energy projects. Based on this information and assistance of MERP,
partner cities will be able to prepare investment proposals for natural gas substitution projects.

In order to promote commercial lending to energy efficiency, MERP DCOP and USAID COR Andriy
Nesterenko met with Volodymyr Litvin, Deputy Chairman of Oshchadbank, to discuss possible cooperation
to support energy efficiency commercial lending. Mr Litvin informed about bank interest in starting a new
lending program for energy efficiency (EE) for consumers, HOAs, and utilities. MERP presented project
activities and products such as energy audits and investment catalogs that could be used by Oshchadbank to
develop energy saving investment projects. Participants discussed the possible scope of additional assistance
needed for the bank’s EE initiative. It was agreed that Oshchadbank would express its interest of cooperation
to USAID in the near future.

TASK 2.6: PREPARATION OF SUSTAINABLE ENERGY PUBLIC AWARENESS PLAN AND DEVELOPMENT OF
RELATED MATERIALS

At the national level, MERP established close coordination with the GOU and international donors on PR
activities:

. MERP established regular coordination with communications representatives of CabMin.
MERP conducted a number of meetings with CabMin communication group represented by
Oleksandr Kharchenko, Advisor to Vice Prime Minister Groysman, and Larisa Shustenko,
Head of Communications Department of Cabinet of Ministers. MERP had a series of
meetings with Yvetta Delikatnaya, “Expert in business and public communications”, and
Yelena Lobova, “Expert in PR and communications”. They both work through or with (but
are not employed by) Crisis Management Center (CMC) an outgrowth of Maidan
communications. They have been hired by CabMin to do “communications” for GOU.

. MERP participated in several coordination meetings on Donor Communications Activities of
Cab Min. Larisa Shustenko, Head of Communications Department of Cabinet of Ministers
presided. The 25 participants represented the British Embassy (which is originator of the
group), GIZ, WB, US Embassy, USAID OTI and OEG, EU, and other donors and projects.
This is a new donors’ coordination group that is only “two or three months old”. Attention
was primarily focused on a draft ‘Map of communications needs and support’, a document
summarizing key GOU areas of interest identified as having significant communications
needs, and noting which donor provides what support. The contact listed for comments to
the Map is Anastasiya.Krashevskaya@fco.gov.uk

. MERP met with CabMin communication consultants to discuss their outreach plans and
cooperation on the development and implementation of information campaigns on the
following issues: Ukraine’s energy dependence, tariff regulation reform, and energy efficiency
in apartment buildings. CabMin identified these three topics as the most urgent for Ukraine
today. MERP presented its information materials (T'V PSAs, big board advertisements, and
brochures), developed by MHRP in 2009-2013. Because the information campaign materials
presented by MERP team were focused on the theme of Ukraine’s Energy dependence and
energy efficiency in residential buildings, MERP offered use of these USAID materials within
the nation-wide information campaign that CabMin is trying to launch in August. MERP
shared its PR and Communication Plan as well as PSAs on energy efficiency.

Unfortunately, CabMin communication group did not take into account MERP recommendations on energy
efficiency messages. CabMin communication group produced PSAs and placed billboards with confusing
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messages that did not provide clear answers/recommendations to the end-users on energy efficiency and gas
savings. MERP concerns were shared with USAID.

At the local level, MERP was instrumental in organizing focus groups to find local “stars” or prominent
community activists who will help mobilize civil society support on Clean Energy/Energy Efficiency issues,
particularly practical behavior change steps. In July, the MERP team conducted training workshops for focus
group moderators from two partner-cities: Dnipropetrovsk (July 3-4), and Zaporizhzhia (July 24-25). Two-
day trainings were attended by approximately 15 participants in each city, among whom were representatives
of local authorities, utility companies, housing maintenance companies (ZhEKs), as well as local
representative of OPORA Civil Network. After the completion of the course, the task for each city was to
conduct six focus groups on public awareness about CE/EE and other issues, as well as collect
questionnaires on relevant issues. By the beginning of September, all participating cities completed surveys
through focus group sessions and questionnaires. The submitted data were processed by MDI experts and
were submitted to MERP by the end of September.

MERP provided support to City Council Press Offices and NGOs by offering training workshops and
seminars plus one-on-one information sessions with the Project’s outreach staff. During July-September
MERP conducted one-by-one sessions with authorities of MERP pilot cities presenting directions and
messages of the information campaign. Also, in late September, presentations were made on marking and
branding issues, PR and outreach activities during a workshop for NGOs being trained as potential USAID
grant recipients.

The MERP Communication team established cooperation with JWT Advertising to develop outdoor
advertisements and video PSAs as part of a GDA. Several meetings were held to collaborate on development
of creative materials that will cover three major themes:

e Importance for everyone to contribute to the energy independence of Ukraine; stay energy-smart
during this winter.

e Importance to insulate buildings as a whole and not just separate apartments,
e Importance to switch to alternative energy resources to decrease Ukraine’s energy dependence on gas.

It is expected that the design of billboard posters covering these themes will be completed by the end of
October. Thereafter, the team will concentrate on development of video PSAs.

MERP conducted targeted outreach to low-income residents and vulnerable groups, in support of Ukraine’s
social safety net. The brochure “Why tariffs go up?” was produced to address the issue of tariff increases and
to educate consumers about this topic.

MERP provided PSAs and information materials to administrations of the pilot cities, Regional Consulting
Centers and Regional Offices of the Association of Ukrainian Cities and Communities in order to target
outreach. About 2550 copies of “Ten Tips” brochure on how to conserve energy in multi-apartment
buildings, and 1350 copies of the brochure “Why tariffs go up?”, and 10,000 posters on EE in households
were distributed during this quarter via different distribution channels, which include:

e  OPORA regional network centers

e  Dnipropetrovsk Oblast Council

Kyiv city administration

Vinnytsia city administration

USAID Field Days events in Lviv and Dnipropetrovsk

In addition, MERP produced co-branded materials with Kyiv city administration and Kyivenergo enterprise,
as well as Dnipropetrovsk Oblast Council. Among co-branded materials are: “Ten Tips” brochure, “Why
tariffs go up?” brochure, A3 format poster on EE tips for households (water, electricity and gas); billboards,
metro light posters and video PSAs.

Printed copies of these materials will be provided by MERP, but will be distributed by Kyiv city
administration in residential buildings (brochures and posters), outdoor advertising spaces in Kyiv (billboards)
and through KyivEnergo customer service departments (billboards, brochures, posters and video PSAs);

MERP supported targeted public outreach events for local NGOs, interested associations and the general
public. In August and September, MERP participated in USAID Field Day in Lviv (August 24) and
Dnipropetrovsk (September 13). These events presented and promoted USAID Projects such as energy
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efficiency, civil society, justice, healthcare, and agriculture. MERP distributed over 2000 copies of information
materials on energy efficiency, tariff regulation, and OSBB development. Project experts presented best
practices of energy efficiency measures in HOA buildings and informed interested participants about loans
from Bank Lviv to condominiums to implement energy efficiency improvements in residential buildings.
MERP enlisted volunteers from secondary school “Nadiya" in Lviv, and from secondary school #112 in
Dnipropetrovsk to assist at information kiosks that served as an energy efficiency counseling centers,
scientific labs, and creative studios for energy efficient technologies and clean energy applications. While
adults were learning how to save money and energy, young visitors had a great time participating in various
creative and scientific workshops, assembling alternative energy sources and electrical devices, and playing
EE games and taking EE quizzes.

For the media, MERP hold expert energy briefings followed by trainings for journalists on a range of story
options from finance to lifestyle. MERP participated in a press briefing on September 12 in Dnipropetrovsk
that featured signing of MERP-Dnipropetrovsk Oblast Council MOU and launching of an Oblast EE
outreach campaign. In addition, the Project was asked to provide the Oblast Council with MERP video and
outdoor PSAs, brochures and posters for wide distribution in Dnipropetrovsk Oblast to support the
campaign. The event was attended by about 15 media outlets, including four TV channels.

ACTIVITY 3: CAPACITY BUILDING AND DISSEMINATION

TASK 3.1: PREPARATION OF A LOCAL NON-GOVERNMENTAL ORGANIZATION FOR A DIRECT AWARD FROM
USAID

During the previous Quarter, MERP conducted Organizational Capacity Assessments (OCAs) and training
needs analyses for selected NGOs. This process was followed by discussions involving NGOs’ personnel to
identify organization and area/element specific needs: capacity challenge and capacity needs to be addressed;
capacity building actions and expected results. The results of the organizational capacity and training needs
assessments were consolidated in Capacity Building Plans (CBPs) for each NGO.

To improve organizational capacity of the selected NGOs the project experts developed training agendas,
which were agreed with each NGO. During July — September 2014, the project conducted five training
sessions (three days each) covering the following areas:

1. Organizational Management, including:
e  Organizational strategic development;

e Organizational management.
2. Administrative management, including:

e NGO administrative management.

e Procurement.
3. Financial Management, including:

e NGO financial management (including operational and strategic levels);
e Mechanisms to attract financial resources (fundraising).
4. Human resource management, leadership and team work, including:
e Personnel management for NGOs;
e Personnel development and leadership.
5. Program/Project Management, including:
e Project management;
e Project efficiency management.
Twenty-six representatives from four NGOs participated in these training sessions. The trainings included
references to relevant USAID rules and regulations.

In addition, in late September, the Project conducted training that covered key requirements pertaining to
local NGOs outlined in ADS, Standard Provisions for Non-US Nongovernmental Organizations, OMB
Circular A-122 (Cost Principles) and Code of Federal Regulations (CFR). To improve technical capacity of
selected NGOs the project conducted training on promotion of EE at the household/condominium/city level.
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MERP developed draft agendas to be implemented by the NGOs under sub-awards and direct USAID
funding. The agendas are based on existing Project priorities for renewable energy and energy efficiency areas.
In particular, they cover:

e Agenda for an NGO in the Area of Renewable Energy (RE)
Activity 1: Improvement of RE legislative and regulatory enabling environment.
Activity 2: Capacity building and training
Activity 3: Promote RE Investment.
Activity 4: Preparation of project proposals and feasibility studies for RE projects. Natural gas
replacement with biofuels.
Activity 5: Public information campaign and dissemination of best practices on RE.

e Agenda for an NGO in Energy Efficiency Area
Activity 1: Improvement of EE legislative and regulatory enabling environment.
Activity 2: Capacity building, training, preparation and implementation of certification programs
Activity 3: Promote EE Investment.

Activity 4: Public information campaign and dissemination of best practices on energy efficiency and
energy savings.

Four local NGOs have basic technical capacity in place to implement the proposed agenda for Energy
Efficiency and two NGOs exhibit adequate technical capacity for Renewable Energy areas. The
Memorandum “Recommendation memo regarding selection of a local partner from the existing pool of
NGOs” was submitted for COR review and concurrence on September 11, 2014; COR concurrence was
received on September 23, 2014.

TASK 3.2: FACILITATING GOVERNMENT-TO-GOVERNMENT ASSISTANCE: PREPARING GOU INSTITUTION(S) OR
LOCAL GOVERNMENT(S) FOR A DIRECT AWARD FROM USAID

The project was informed by USAID that G2G Task 3.2 activities should be put on hold until further notice
from USAID. During the reporting period, MERP did not conduct any activities on this task.

ACTIVITY 4: ENHANCE CAPACITY FOR THE GOU IN LOW EMISSION DEVELOPMENT
STRATEGIES (EC LEDS)

TASK 4.1: STRENGTHENING INSTITUTIONAL CAPACITY IN PLANNING LEDS-REDS

Established working relations with LEDS-related state bodies

During this reporting period, MERP continued communication with the Ministry of Economic Development
and Trade (MEDT) on MOU implementation and Draft Work Plan agreement. Last version of the Draft
Work Plan was officially sent to MEDT as an attachment to a letter from USAID on July 8, 2014. This Draft
Work Plan incorporated core elements indicated at official communication from MEDT in late June 2014,
including but not limited to development of LEDS KPI for Ukraine and establishing its monitoring system.

Technology Needs Assessment (TNA) work was continued during the reporting period on the iron and steel
sector and MERP subcontractor IEEC has developed structure and introduction to Iron and Steel TNA
report. Analysis of the development priorities of Ukraine based on the Government strategic decisions in the
context of current circumstances was made and a list of general barriers to the implementation of new
technologies in Ukraine was prepared.

Cooperation with MEDT on “Global Clean Tech for SMEs” initiative under UNIDO Green Industry
assistance continued to be pursued during the reporting period. No feedback from UNIDO has been
received.

Inter-Agency Coordination

MERP continued fruitful cooperation with the State Environment Investment Agency (SEIA) under
Cooperation Work Plan provisions on climate change legislation, the National GHG Inventory System, and
the 6th National Communication on Climate Change.
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The Working Group on Climate Change Strategy and State Policy until 2020 (WG) continued its work during
the reporting period. On August 7, MERP in cooperation with SEIA organized the first enlarged meeting of
the State Climate Change Strategy Working Group in the format of the Round Table “Core Principles
(strategy) of state climate policies: elements and goals”. This Round Table was the first broad stakeholders’
consultations on the elements of State Climate Policy Strategy. Thirty-two participants from SEIA, NGOs,
local and international expert community (both technical and policy levels), private business representatives
and international donors discussed elements, goals and purposes of the State Climate Policy Strategy as well
as the most appropriate legal form and status of this document. SEIA representatives presented their views
on core elements of legislation such as mitigation, adaptation, MRV, National GHG Inventory System,
Science and Technology, as well as international cooperation elements of the Strategy.

A Domestic Emission Trading Scheme was discussioned as an important element within mitigation activities,
which requires a standalone position and a lot of effort to be implemented under EU-Ukraine Association
Agreement provisions. The consensus was that MRV regulations should be part of State Climate Policy
Strategy.

A Zero Draft State Climate Policy Strategy was prepared based on the outcomes of the WG and proposals
made during the Round Table. This Zero Draft was complied by MERP climate change legal expert as
elements for State LEDS Climate Policy legislation and was further discussed at a meeting of the WG.

In accordance with Decree 442 of September 10, 2014, on GOU restructuring, SEIA will be liquidated with
its functions transfered to the Ministry of Ecology and Natural Resources (MinEcology). A recent State
Budget Amendment Law cut SEIA budget by 70%, therefore, most of the operation and work has been
stopped due to very limited availability of staff; maximum 3-5 days per month is allocated to each person. No
turther work has been done on the Zero Draft State Climate Policy due to the budget decrease and
liquidation situation even though no further official liquidation steps were taken by the GOU.

Ministry of Ecology and Natural Resources cooperation been intensified during the reporting period and a
draft MOU has been developed. The draft MOU has identified the following areas of cooperation and
outlined expected results:

o introduction of the best international practices in activities of MinEcology through capacity
building for development of low emission climate strategy and the relevant inter-ministerial
and international coordination;

o improvement of functioning of the national system of inventory of anthropogenic emission
by sources and absorption by greenhouse gas absorbents on the national level for the
purpose of preparation of the national inventory of anthropogenic emission by sources and
absorption of greenhouse gases (greenhouse gas inventory system), including improvement
of inter-ministerial coordination during collection of information and support for
development of the national emission factors;

. improvement of tools for the process of carrying out international activities under the United
Nations Framework Convention for Climate Change and its Kyoto Protocol, and
improvement of inter-ministerial coordination on climate change issues;

o improvement of informational, technical, legislative and regulatory activities of the Inter-
Ministerial Commission on Fulfillment of the United Nations Framework Convention for
Climate Change Issues, and of other climate change task forces;

o improvement of efficient use of funds, budget funds envisaged in the state budget under state
program “financial provision of targeted projects on environmental modernization of
enterprises” when enterprises are payers of the environmental tax.

National GHG Inventory System Enhancement

MERP presented the cornerstone document on National GHG Inventory System enhancement. The
Enhancement Plan, a 300-pages long analytical document, is the result of 10-months work of the expert
community and state officials. It was officially submitted to SEIA and the National GHG Inventory Center
after extensive internal consultations and broad consultations with stakeholders during the Round Table
“Enhanced inter-agency coordination for National GHG Inventory System in Ukraine”On August 14,
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MERP in cooperation with National GHG Inventory Center and SEIA organized the First Round Table
“Enhanced inter-agency coordination for National GHG Inventory System in Ukraine”. Over 40 participants
from state agencies, scientific and research institutions, experts and technical assistance programs discussed
IPCC 2006 requirements and work to be accomplished by all participants in order to comply with
requirements in the sectors of energy, industrial processes, wastes, agriculture, Land Use and Land Use
Change, and QA/QC on all stages. The Energy Sector and Industrial Processes sectors were discussed in
detail. Participants identified information and data completeness and sources as a core bottleneck of the
National GHG Inventory System and discussed possible solutions and data sources for each specific category
and sector.National GHG Inventory Report for 1990-2012 Centralized Review, conducted by an
international Expert Review Team (ERT) under United Nations Framework Convention for Climate Change
(UNFCCC) requirements, took place September 8-12, 2014. This Desk Review was a big milestone for
Ukraine UNFCCC commitments as this is the final National Inventory Report (NIR) for the first
commitment period of the Kyoto Protocol. This Desk Review faced many challenges and resulted in negative
outcome with NIR improvements recommendations, which are reflected in a so-called “Saturday Paper”
issued by UNFCCC on September 13, 2014. The issuance of a Saturday Paper means that ERT found the
National GHG Inventory System in non-compliance to the relevant UNFCCC requirements. Six weeks are
allowed to address issues raised in the Saturday Paper otherwise the country could go into non-compliance
status under the Kyoto Protocol of UNFCCC. MERP has officially informed SEIA about availability and
eagerness to support the Saturday Paper resolution process but no feedback had been received as of
September 30, 2014. MERP will keep communicating with SEIA on this issue. Dialogue between SEIA and
the Covenant of Mayors Representative Office in Ukraine continued during the reporting period with
discussion on a holistic approach to all municipal projects, including Joint Implementation (JI) under the
Kyoto Protocol. MERP initiated and assisted the official enquiry to the EC Joint Research Center (JRC) on
how to treat JI municipal projects within SEAPs. MERP also established dialogue and working relations
between developers of SEAPs and representatives of National GHG Inventory Center in order to ensure a
unified and coordinated GHG emission factors approach. The 6th National Communication on Climate
Change was prepared and submitted by Ukraine in 2014 along with First Biennial Report. MERP is providing
on-going technical and expert support to SEIA in order to prepare for the international Expert Review Team
in-country visit in October 2014 and to comply with UNFCCC requirements for national reporting on
climate change. TIMES-Ukraine Analytical and Modeling Support During the reporting period, MERP
subcontractor IEF conducted work on enhancement and improvement of TIMES-Ukraine modeling to
reflect LEDS. TIMES-Ukraine model update and verification of statistical data were made on the State
Statistics Service of Ukraine data, in addition, a substantial amount of data were received from the Ministry of
Energy and Coal Industry of Ukraine. For verification of existing and emerging technologies the data of State
Agency for Energy Efficiency, national energy generating, energy and gas supply companies as well as oil, gas
and coal production companies were adopted.
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To define the prospective energy technologies and their technical and economic characteristics International
Energy Agency statistics were adopted. These are contained in periodical publications, including, “Energy
Technology Perspectives and Analytic Database of Energy Technologies” E-TechDS that was developed by
the Energy Technology Systems Analysis Program (ETSAP). Determination of Ukrainian economic
development indicators is based on the data from SI “Institute for Economics and Forecasting, National
Academy of Sciences of Ukraine”, financial and rating agencies, as well as other organizations (for example,
International monetary fund, World bank, Standard & Poor’s, etc.), and also Ministry of Economic
Development and Trade of Ukraine. Long-term energy price forecasts are based on International Energy
Agency data, published in the World Energy Outlook 2013. Factors for CO2, CH4 and N2O from fuel
combustion in stationary sources for different industries are based on the National inventory report of
anthropogenic emissions by sources and removals by sinks of greenhouse gases in Ukraine for 1990-2010.

The report, “Unification of common parameters (assumptions) of national “TTMES-Ukraine” model and
municipal SEAP modeling”, was finalized during reporting period. While a holistic and overarching approach
to unified parameters was ensured, it was found that in contrast to national energy system development
modeling and forecasting, domestic municipal energy modeling is uncommon and is not sufficiently
developed in Ukraine both in theoretical and practical ways.

TASK 4.2: IMPLEMENTING LEDS-REDS THROUGH SUPPORT IN DEVELOPING AND INTRODUCING CLEAN
ENERGY TECHNOLOGIES AND ENERGY SERVICES

Inter-Agency Coordination

On request of the Deputy Minister of Foreign Affairs, Olena Dzerkal, MERP met with the Ministry to
provide assistance on preparation of GOU participation in the UN High Level Climate Summit (held
September 23). MERP briefed on its LEDS-REDS activities, i.e. improvement of National GHG Inventory,
development of Climate Change Strategy, and introduction of LEDS analytical tools. The Deputy Minister
expressed a high interest in MERP activities and requested input for an Official Statement of the GOU to be
made at the Summit by the Minister of Foreign Affairs, Mr Klimkin. The LEDS Task Leader provided the
requested comments and suggestions to the Ministry. It was agreed to discuss a systemic approach of the
GOU to Climate Change and LEDS issues with all involved GOU entities such as Ministry of Economy,
Ministry of Environment, and Ministry of Foreign Affairs.

During the reporting period, MERP subcontractor IBSER, worked on assessment of environmental tax
operations and implementations by conducting detailed analysis of tax legislation with respect to introduction
and payment of the environmental tax in Ukraine (Tax Code of Ukraine, 2014 State Budget of Ukraine with
amendments and other normative and regulatory acts regulating use of the environmental tax) and analysis of
the system for regulation of use of proceeds from the environmental tax. IBSER also developed
recommendations on the measures and amendments to the normative and legal acts for efficient use of the
funds of the environmental tax. Analysis of fulfillment of expenditures from the State and local budgets from
the funds of the environmental tax for 2011-2013 and the relevant period of 2014 was also conducted. Even
though access to information and communication with the Ministry of Ecology and Natural Resources was
not fully adequate, the report was finalized and it was accepted by a Ministry representative.

Donors LEDS Coordination in Legislation Support

LEDS Donors E-Coordination Platform was populated and test information was sent to participants of this
Platform. Cooperation with World Bank initiative Partnership for Market Readiness (PMR) activities in
Ukraine received increased attenditon due to the common MRV component in MERP and Market Readiness
Proposal for Ukraine. The final report was reviewed commented on by MERP in order to eliminate overlaps
and ensure a comprehensive approach to MRV by all donors and TA programs.

Under MRV, the regulatory support activities draft proposal for the “Draft Template Monitoring Plan for
Municipal Boiler Stations” and draft proposal for the development of “Methodology for Estimation of GHG
Emissions for Municipal Boiler Stations in the Stationary Fuel Combustion Sector” has been developed and
distributed to partner cities that are developing and implementing SEAPs, for test runs.

Supporting EE and RE technologies

MERP supported introduction of new Clean Energy technologies. USAID COR Nesterenko and MERP
DCOP Mitskan participated in the 10th International Conference “Energy of Biomass”. The Conference was
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organized by NGO “Biomass” with support of MERP, Embassy of the Netherlands, and private companies.
The event focused on preparation and implementation of projects in Ukrainian cities intended to substitute
biofuel for natural gas. The Conference was chaired by Olexander Dombrovskiy, Rada Deputy, Head of Rada
Faction “For Energy Independence of Ukraine”. It was attended by about 80 participants representing SAEE
and MinRegion, industry associations, private investors, think tank institutions, international donors and IFIs.
First Deputy of SAEE, Alexey Korchmit, presented a new GOU budget support policy supporting gas
substitution by local fuels. Participants discussed best practices of biofuel projects, barriers and opportunities
for new projects and new technologies.

TASK 4.3: DEVELOPING A UNIFORM DATABASE ON LEDS-REDS AND EXCHANGING EXPERIENCES AND BEST
PRACTICES WITH OTHER COUNTRIES PARTICIPATING IN EC-LEDS

LEDS-Ukraine database will be established based on the global LEDS website www.ledsgp.org, where all
materials and tools will be available bilingually or in Ukrainian. This web-based database will provide access to
general description of LEDS process worldwide and Ukrainian specific circumstances, various tools and
methodologies, legal framework, and technical aspects as well as related data and links.

Database structure covers description of steps towards a low carbon development path, various LEDS tools,
GHG inventory tools, regulatory framework and policy of LEDS process, LEDS-related activities, potential
partners and stakeholders information, analytical reports and publications and stakeholders forum. UNFCCC
processes, decisions and tools will be presented in a separate section. A Technology Needs Assessment
(TNA) section will outline sectoral TNA approaches and tools as well as existing TNA Reports.

Proposed LEDS database structure:
e Energy Efficiency: Energy Efficiency Policy and Regulations
e Renewable Energy: Renewable Energy Policy
e Sustainable Development: Principles and Core Elements; Sustainable Development in Ukraine

e C(limate Change Policies: UNFCCC Activities; Kyoto Protocol; TNA; LEDS Core Elements;
Technology Transfer; GHG Inventories and National GHG Inventory System

e legal Framework

e Projects

e Events and news

e DPartners and institutions

e Analytical Documents and Materials
e Forum

LEDS web-based database for Ukraine will be developed in close cooperation and consultations with state
officials, expert community, and civil society using best practices from other count