MUNICIPAL ENERGY REFORM
PROJECT (MERP)

SIXTH QUARTERLY REPORT
JANUARY [,2015 - MARCH 31,2015

April 2015
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/Ukraine.



Key to cover photos:



MUNICIPAL ENERGY
REFORM PROJECT (MERP)

SIXTH QUARTERLY REPORT
JANUARY [,2015 - MARCH 31,2015

CLEAN ENERGY IDIQ: AID-OAA-I-13-00015
Contract: AID-121-TO-13-00006

April 2015

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.



MUNICIPAL ENERGY REFORM PROJECT — SIXTH QUARTERLY REPORT 4



TABLE OF CONTENTS

ABBREVIATIONS ccvteeeteetatetantatcntetentetetesesesessessssessssossnsessssesssssssssessssessssonss I
(2 ol 1€ o 11 4 T« 1SRN |
A. SUMMARY OF PROGRESS AND ACCOMPLISHMENTS recceereereereecceccccecceces 2
B. DELIVERABLES -+ v+vtoeseteesetetttetcttarestencssencssescssessnsescssessnsessssessnsessnsensnsasans 8
C. DETAILED DESCRIPTION OF PROGRESS/ACCOMPLISHMENTS
DURING THE REPORTING PERIOD v+ reeteeeeteecaseecataecaraecasaecnsascasascnsons 14
c.l Project TEAM ..cccccceueeeeiiieccississnnneetieccssssssssnssseeescssssssnsssssessessssssssssssssessesssssssnnes 14
c.2 Environmental Compliance Report ............uuuueeeeeeieneeeennnienenneeenneneneneneneneennnnenes 14

c.3 Detailed assessment and analysis of progress made on each of the
tasks and milestones..........ueeeeeeeecciennnnnes 14

ACTIVITY [|: IMPROVE CLEAN ENERGY REGULATORY AND LEGISLATIVE ENABLING

ENVIRONMENT 16
ACTIVITY 2: PROMOTE INVESTMENT IN CLEAN ENERGY TECHNOLOGIES AND
APPLICATIONS 21
ACTIVITY 3: capacity building and dissemination 25
ACTIVITY 4: ENHANCE CAPACITY FOR THE GOU IN LOW EMISSION DEVELOPMENT
STRATEGIES (EC-LEDS) 30
c.4 PERFORMANCE INDICATORS ......cccccotnnnunnnneennccssssssanseteeescssssssssssssesssssssssssses 33
D. SCHEDULES .......................................................................................... 44
E. PROBLEMS ............................................................................................. 45
F. PLANS ................................................................................................... 46

ATTACHMENT | ccceccrceccecccctccscescscescscescscescssescssescssescssescssescssescsscssescssescssescs 49






ABBREVIATIONS

AE
ADS
AUC
CA
CE
CEE
CHP
COM
COR
DCA
DH
DIR
DTEK
EAB
EBRD
EC-LEDS
EE
EPC
EPBD
ESCO
ESIB
ESP
EU
EWG
ESP
GCC
GDA

Alternative Energy

Automated Directive System

Association of Ukrainian Cities

Condominium Association

Clean energy

Central and Eastern Europe

Combined heat and power

Cabinet of Ministers of Ukraine

Contracting Officer’s Representative

Development Credit Authority

District heating

Data and information request

Donbass Energy and Fuel Company

Energy audit of buildings

European Bank for Reconstruction and Development
Enhanced Capability-Low Emissions Development Strategies
Energy efficiency

Energy performance contracting

Energy Performance of Building Directive

Energy services company

Energy Saving Initiative in the Building Sector in Eastern Europe and Central Asia
Energy service provider

European Union

Expert working group

Eastern Europe Energy Efficiency and Environment Partnership
Global climate change

Global Development Alliance

USAID MUNICIPAL ENERGY REFORM PROJECT — SIXTH QUARTERLY REPORT i



GEC
GHG
GIZ
GOuU
HOA
HOAC
IBSER
IEA
IEE
IFC
IFl
INDC
IRG
IRR

KPI
LEDS
MEP
MEDT
MEIS
MH
MERP
MinRegion
MOU
MSP
NAER

NECSRC
NCSRC)

NCSRC
NEFCO
NGO

Grant Evaluation Committee
Greenhouse gas
German Bilateral Aid Agency
Government of Ukraine
Home Owners' Association
Home Owner Advisory Center
Institute for Budgetary and Socio-Economic Research
International Energy Agency
Initial Environmental Examination
International Finance Corporation
International Financial Institution
Intended Nationally Determined Contributions
International Resources Group
Internal rate of return
Information technology
Key Performance Indicator
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
National Agency of Ukraine on Ensuring Efficient Energy Resources Management

National Energy and Communal Services Regulatory Commission (see

National Communal Services Regulatory Commission
Nordic Environment Finance Corporation

Non-governmental organization

USAID MUNICIPAL ENERGY REFORM PROJECT — SIXTH QUARTERLY REPORT i



NMHS National Municipal Heating Strategy

NIB Nordic Investment Bank

NIISK Ukrainian State Research Institute of Building Structures
NPV Net present value

NUPAS Non-U.S. Organization Pre-Award Survey

oTI USAID’s Office of Transition Initiatives

PC Price cap

PMP Performance monitoring plan

PO Purchase order

PPP Public-private partnership

PSA Public service advertisement Public service advertisement
Ql First 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

SAEE State Agency on Energy Efficiency and Energy Saving of Ukraine
SEAP Sustainable energy action plan

SEIA State Environmental Investment Agency

SIDA Swedish International Development Cooperation Agency
SOw 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 MUNICIPAL ENERGY REFORM PROJECT — SIXTH QUARTERLY REPORT iii



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

USAID MUNICIPAL ENERGY REFORM PROJECT — SIXTH QUARTERLY REPORT v



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
emissions, energy expenditures, and imports. The Project has four main tasks:

o Improve CE Regulatory and Legislative Enabling Environment

o Promote Investment in Clean Energy Technologies and Applications

o Strengthen Capacity Building and Dissemination

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 GOU Program of Economic Reforms for 2020, 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 has and EE improvements in the energy sector.

The Project focuses on introducing energy efficiency and clean energy in cities by assisting municipalities
with planning, preparing, and financing clean energy projects; introducing 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 Quarterly Report is submitted in accordance with the Contract requirements and covers the project
period from January 1, 2015, through March 31, 2015. 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 weights the
accomplishments in the context of the indicators set by the Monitoring and Evaluation Plan. This
Quarterly Report #6 summarizes activities from the Project start until the end of the sixth Project
quarter.
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A. SUMMARY OF PROGRESS AND
ACCOMPLISHMENTS

General Accomplishments

Eastern Ukraine experienced continued, extreme socio-political disruption in two eastern oblasts during
this quarter. Despite significant restructuring of GOU agencies and increased GOU attention to the war
in Eastern Ukraine, MERP made very good progress in accomplishing the Work Plan for Year 2. The
Project regularly submitted reports to USAID on the achievement of Project milestones. On the
technical side, the Project advanced in four main activities: (i) improving the clean energy regulatory and
legislative enabling environment; (ii) promoting investment in clean energy technologies and
applications; (iii) capacity building and dissemination; and (iv) enhancing capacity for the GOU in Low
Emission Development Strategies (EC-LEDS).

MERP activities had good visibility and high attention from USAID. At the request of USAID,
the Project organized a briefing for USAID Deputy Assistant Administrator Jonathan D. Katz on a new
social protection system and MERP activities. USAID Mission Management expressed their interest and
appreciation of MERP team accomplishments at both the national and municipal levels.

The Project hosted a visit by USAID Mission Director Jed Barton and Deputy Director Ann Marie
Yastishock. COP Bil Tucker provided an overview presentation of MERP and current information on
the status of the implementation of activities. PR and Communications Manager Vira Illiash presented a
review of the Project public outreach/information campaign, with examples of Public Setvice
Advertisements (PSAs) and several other energy efficiency, clean energy, renewable energy, and
greenhouse gas reduction information pieces produced by MERP. Both the Director and Deputy
Director expressed their interest and appreciation of MERP team accomplishments at both the national
and municipal levels. Director Barton presented a Certificate of Appreciation from USAID, citing COP
Tucker’s "exemplary leadership and management.”

National Level Assistance

During the reporting petiod, MERP experts assisted several GOU/ Working Groups on development of
key energy efficiency legislation. MERP and other international assistance projects, donors and IFIs
(EBRD, EU Delegation, IFC, WB) provided assistance on CE and EE legislation that resulted in the
first-reading approval of the bill on ESCOs. Another important bill, “on Specifics of the Right of
Ownership in Multi-story Apartment Buildings” received first-reading approval as well. Both pices of
legislation contribute to the end use energy efficiency in public and residential buildings.

The Project worked with representatives of State Agency of Energy Efficiency and MinRegion to review
and approve the bill on Energy Efficiency in Buildings. The Project cooperated with EU Delegation to
ensure that the revised version of the bill includes key principles of the EU Directive on Energy
Performance in Buildings #2, including the establishment of the Fund for Improving Energy Efficiency,
establishment of the Register of Energy Certificates, development of “neatly-zero consumption level”
buildings, and others.

MERP continued to assist MinRegion in developing the Ukrainian National Standard on the Energy
Audit of Buildings. The standard developed reflects the main requirements of European standard EN
16247-2 “Energy Audit of Buildings” considering the recent development of the Ukrainian National
Methodology of Energy Use in Buildings, and documentation of energy performance and energy ratings.
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Based on the coordinated assistance from the Project and the WB social protection team, the Cabinet of
Ministers (CabMin) approved a Resolution that simplifies the social subsidies procedure. Approximately
2.5 million additional households are expected to be involved in the social subsidies program. GOU is
planning to allocate an additional 12.5 billion UAH for this additional subsidies program. MERP worked
closely with the Ministry of Social Policy on the development of this new procedure. The Project
organized a capacity building seminar for the regional offices of the Ministry of Social Policy to support
enforcement of this important Resolution.

MERP supported GOU in implementing the social subsidies system to protect low-income consumers
of communal services. The Project and the Ministry of Social Policy of Ukraine (Ministry) conducted a
seminar titled “New Mechanisms and Opportunities for Providing Subsidies to Pay for Housing and
Communal Services.” More than 90 employees of the regional social protection offices attended the
seminar. Deputy Minister of Social Policy Vitalii Myshchynin, Ministry Director of the Social Assistance
Department Vitaliy Muzychenko, and the Project gave presentations on a new system of subsidies for
housing and communal services that will become effective from 1 May 2015. The experts provided
information on a simplified procedure for receiving subsidies for housing and communal services,
obtaining data form other GOU entities to use a “means tested” approach. It will provide information
on relevant services to all categories of the population that apply for assistance.

MERP continued capacity building and coaching for the National Energy and Communal Services
Regulatory Commission. New Acting Chair Dmytro Vovk was introduced and participated in the
seventh coaching session, in which 10 commissioners and staff members actively participated. MERP
presented a report titled, “Introduction of a Service Quality Monitoring System,” which was followed by
discussion. The Project supported the participation of three Commissioners in this regulatory capacity
building, organized by the Energy Regulators Regional Association (ERRA). ERRA is an association of
agencies and commissioners from a large number of European and eastern European regulatory agencies.
The training focused on water regulation concepts, methodologies, and examples. The training materials
were also very useful for resolving district heating problems.

The Project was instrumental in advising the IMF Assessment Team on municipal energy reforms. By
IMP’s request and with the concurrence of USAID, MERP experts met twice with members of the
visiting IMF Assessment Team, namely Thor Shpak, resident Public Finance Adviser, and David Coady,
Lead Expert on Social Spending. The IMF team was in Kyiv to research the status of reforms and needs
for additional reforms in preparation of draft report for IMF. At the first meeting, the Project provided
information on the social safety net, the metering of energy consumption, public information activities,
and affordability of utility services including ability to pay and willingness to pay, among other issues and
topics. During the second meeting, the Project answered questions, provided clarifications and details on
the issues and topics noted above. The IMF Assessment Report will be instrumental in the possible
release of new IMF funds for Ukraine and/or restructuring of current IMF funding to Ukraine.

EC-LEDS Activities

During the reporting period, MERP signed an MOU on cooperation with the Ministry of Ecology and
Natural Resources on GCC and LEDS. Under this Memorandum, the Ministry and the Project will
cooperate on activities such as improving the normative and legal framework in the area of clean energy;
creating favorable conditions for attracting investments in the clean energy sector; GOU institutional
capacity building and disseminating international experience; and enhancing GOU capacity. The Ministry
agreed to establish the Climate Change Working Group to serve as a platform to support the Project’s
activities. The Project provided assistance to the expert working groups and initiated discussion on GOU
state climate policy development, its format, as well as Intended Nationally Determined Contributions
(INDC) fonulation issues.
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MERP continued updating and populating the TIMES-Ukraine model with baseline and alternative
scenarios of Ukraine’s energy sector development to 2050, as well as with estimations of greenhouse gas
(GHG) emissions for each scenario and their combinations. The Project conducted a number of training
workshops with GOU stakeholders on LEDS forecasting and the use of the TIMES-Ukraine model.
The Project developed the EC-LEDS training curriculum that was discussed with the GOU stakeholders.

MERRP finalized the major work on the Technology Needs Assessment (TNA) Manual and a brief TNA
for the iron and steel sector, as a first step for sectoral LEDS policies. This is the first TNA made in
Ukraine. It is an important milestone for LEDS policies, which was conducted at the request of the
Ministry of Economic Development and Trade. The Project developed a comprehensive concept paper
on establishing the EC-LEDS database. MERP experts will discuss with key stakeholders and USAID
about the best options for establishment of such a data base.

Municipal Assistance

During the reporting period, MERP started assisting the second group of partner cities on the
development of sustainable energy action plans. USAID Mission Director Jed Barton, 1st Deputy
Chairman of State Agency on Energy Efficiency and Energy Saving of Ukraine (SAEE) Alexey
Korchmit and Vice President of Association of Ukrainian Cities (AUC) Olexander Mazurchak
participated and made welcoming remarks at the MERP Introductory Workshop. The workshop
gathered mayors, deputy mayors and energy managers from the eight second-round Project partner
cities: Khmelnytskyi, Kyvyi Rih, Kyiv, Lutsk, Pavlohrad, Rivne, Sumy, and Ternopil. The event focused
on Project areas of cooperation with municipalities such as the introduction of sustainable energy action
plans (SEAPs) pursuant to the EU Covenant of Mayors methodology, and the development of
municipal energy management systems.

MERP Regional Training Centers organized individual SEAP training seminars for partner cities
Khmelnitskiy, Lutsk, Pavlohrad, Rivne, Sumy, and Ternopil. The training events were organized in
coordination with EU Covenant of Mayors Goes East Project. Fach training event was attended by 20-
30 persons representing city administrations, local NGOs, and municipal utilities. The Project delivered a
presentation on a methodology of data collection for CO2 emission reduction and energy consumption,
needed for preparing a GHG emission inventory and a baseline scenario for key municipal sectors:
buildings, street lighting, district heating, water disribution, and municipal transport. MERP experts from
ARNIKA and OptimEnergo delivered a presentation on a municipal energy management system as per
ISO50001 requirements. Specific attention was paid to the organization of public support for the SEAP
process. The Project described the public information tools and assistance used in organizing an
information campaign, i.e. the development and placement of billboards on energy savings, training of
local journalists, and support for the organization of Sustainable Energy Days in partner cities.

MERP supported partner cities in implementing end-use residential energy efficiency, which is important
area of SEAPs. The Project organized a workshop for Home Owners Association (HOA) Resource
Centers on EE communication and strategy. The Project is assisting HOA Resource Centers in their
transformation to Clean Energy Resource Centers. MERP developed a Concept Paper on this
transformation, and building the capacity of Resource Centers is one of the key elements of Project
support. The workshop was organized in order to provide HOA Resource Centers with the tools needed
on issues related to effective outreach work, energy efficiency, alternative energy (AE), social protection
and legislation related to HOAs. The goal of the workshop was to enhance knowledge of Resource
Center’s staff to the level, when they can independently provide consultations and support outreach
activities on the above mentioned topics in theit communities. Twenty-nine staff members of HOA/CE
Resource Centers from Dnipropetrovsk, Lviv, Lutsk, Kamyanets-Podilskyi, Kherson, Khmelnytskyi,
Kramatorsk, Kyiv, Pavlohrad, Sumy, Vinnytsia, and Zaporizhzhia participated in the workshop.
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Targeted Public Information Campaign

During the reporting period, MERP continued implementing a targeted public information campaign on
energy efficiency and alternative energy. The Project launched its information campaign under the
slogan: “Save Heat — Save Ukraine!” The Project finalized the creative design of billboard posters that
promote the insulation of buildings as a whole, the installation of heat meters and weather-based control
systems. The posters appeal to residents of multi-apartment buildings to take the recommended
measures and save 40% on energy consumption. About 50 billboard posters had already started
blanketing Kyiv in February and another 150 are being placed in other MERP partner-cities, as well as
Odessa, Poltava and Zhytomyr within social partnership with BigMedia company — the biggest outdoor
advertisement sales company in Ukraine. MERP and its social partner BigMedia had another 100 bill
board posters and 300 city light posters placed in the capital and other MERP partner-cities in March.
The targeted public information campaign supports end-use energy efficiency in Ukrainian cities. The
potential of energy savings in buildings is estimated by the GOU as USD 3 billion annually.

The Project’s commercial media partner BigMedia is contributing for free the placement of 300
billboards and 300 city light posters. This contribution is estimated to be over USD 60,000. The Project’s
design partner allocated over USD 6000 of its human and material resources into development of warm
house concept billboards and city lights. The leverage of private sector contribution is 1:8.25.

MERP coordinated its targeted public information activities with energy market stakeholders organized
by the GOU Communication Group. The Project participated in several events to establish connections
among basic units of energy market stakeholders - businesses, government, industry, professional
associations and NGOs. During the meetings, the Project shared its plans regarding an information
campaign on social safety nets and energy efficiency with the GOU Communication Group, World Bank,
and a commercial media marketing group.

MERP experts conducted a number of coordination meetings with representatives of IREX/Ukraine
Megan Volk, Head of the Bibliomist program, and Yaroslava Tytarenko, Bibliomist’s Capacity
Development Coordinator. During the meetings, the partners discussed possible areas of cooperation
and agreed on the following: Energy efficiency and switching to alternative energy resources to replace
gas is extremely critical for Ukraine, so the partners will jointly organize workshops to educate librarians
on these topics, so librarians can become local agents of energy-smart behavior. In addition, the Project
will provide its outreach materials, such as the EE “Ten Tips Brochure’, energy smart poster, and
brochure “Why Tariffs Go Up’ to be distributed through the network of Bibliomist libraries. In addition,
EE information corners will be established in the libraries to display insulation materials, reflection
screens, EE bulbs, and related EE devices to help the local population become familiar with these
devices and thus facilitate the introduction of EE measures in their dwellings.

MERP launched its web site and facebook page to reinforce Project efforts in disseminating information
about its activities, training and outreach materials to follow its targeted public information campaign on
energy efficiency and renewable energy sources.

Investment Attraction

MERP assisted partner cities on working with potential investors for their clean energy projects.
Responding to a request from the City of Lutsk, the Project met with NEFCO reps to discuss the
preparation of investment projects for the city’s public buildings. During this meeting NEFCO
confirmed its readiness to finance energy efficiency measures in 6-8 public buildings (6.5 million UAH
loan to the municipality for a period of up to 7 years). MERP experts conducted investment grade
energy audits of these buildings and started preparing a business plan in accordance with the NEFCO
template.
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The Project assisted the City of Chernihiv to prepare documentation for an EBRD loan of USD 9
million for a municipal trolley project. MERP also contributed to the preparation of a pre-feasibility
study that was discussed with EBRD and city authorities.

MERP continued to support the WB District Heating Energy Efficiency Project. MERP conducted a
detailed energy audit in the city of Kherson and prepared technical specifications for Lot A “Individual
Heating Units”. The Project developed technical specifications for other procurement lots, but some
technical limitations for the WB investment program were identified, e.g., shortage of gas supply. As a
result, MERP recommended conducting a coordination meeting with WB technical engineers to discuss
these limitations and possible solutions.

MERP continued assisting USAID with Development Credit Authority (IDCA) implementation of
energy efficiency with Bank Lviv. The Project met with Mr. Andriy Zakharevich, coordinator for Energy
Efficiency Projects in Bank Lviv, and Ms. Galina Kogut, head of the HOA Resource Center in Lviv.
They discussed the overall situation regarding energy efficiency lending in Ukraine and possible MERP
assistance on this issue. MERP was instrumental in supporting USAID for establishing a new DCA loan
guarantee on energy efficiency. The Project participated in a meeting with USAID representatives Mr.
James Borger, a DCA officer, and Ms. Maria Garastovskaya, Alternative COR. The participants
discussed the preparation of new DCA energy efficiency facilities with local commercial banks. MERP
reported on its groundwork of the analysis of local commercial banks and their willingness to participate
in the USAID DCA for energy efficiency lending. The Project presented the report “Assessment of the
Willingness of Local Banks to use Development Credit Authority Loan Guarantee.”

Advanced Donor Coordination

MERP contributed to the Advanced Donor Coordination activities on clean energy. The Project
participated in the Donors Coordination Meeting on Energy Efficiency in Buildings organized by EBRD.
The meeting was attended by representatives of WB, EBRD, GIZ, EU Delegation, UNDP, and others.
Participants discussed the progress of legal and regulatory reforms in the municipal energy sector, as well
as assistance to the cities regarding municipal energy management, residential energy efficiency and
investment attraction. MERP and EBRD informed the participants about good progress of ESCO draft
legislation and the law on “On Specifics of the Right of Ownership in Multi-storey Apartment
Buildings.”

MERP participated in several bilateral donor coordination meetings on various aspects of municipal
energy reform:

e The Project conducted a coordination meeting with representatives of the EU-funded
INOGATE Secretariat, which provides assistance on energy and energy efficiency in eleven
countries. Participants discussed problems and opportunities for municipal energy efficiency in
Ukraine.

e The Project participated in a coordination meeting with of EU Delegation energy efficiency
experts Ms. Jurate Juodsnukyte and Mr. Krzysztof Gierulski. The meeting focused on progress
with energy efficiency reforms in Ukraine and approval of key legislation/regulations.
Specifically, they discussed amendments needed for the Draft National Action Plan on Energy
Efficiency (its approval is required by Ukraine’s commitments to EU Energy Community) and
the bill on Energy Efficiency in Buildings (comparable to EU Directive EPBD?2).

e The Project met with WB experts on social protection as well as a PR specialist from the
Ministry of Social Protection to discuss an action plan and the roles and responsibilities of the
stakeholders in launching and implementing an information campaign on the new communal
services subsidies mechanism.
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e The Project held a coordination meeting with the EU-funded regional project ClimaEast to
discuss issues related to the development of Ukraine’s INDCs as well as other Global Climate
Change (GCC) topics (i.e. capacity building efforts through seminars and conferences).

e The Project met with WB social protection expert Nithin Umapathi on the progress of the social
protection system for low income consumers in Ukraine.
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B. DELIVERABLES

Sixth 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 | January Reference on Program of activity of the Cabinet of | English,
Ministers of Ukraine adopted by the Resolution of [ Ukrainian
Verkhovna Rada of Ukraine dated 11.12.2014 (in part of
measures in energy sector)

2 Activity 1 | January Comments to the draft laws in field of energy | English,
performance of buildings Ukrainian

3 Activity 1 | January Presentation at the seminar “Mechanisms of | English,
investments attraction to energy efficiency projects” Ukrainian

4 Activity 1 | January Proposals to the draft law of Ukraine On energy | English,
performance of buildings #1566 dated 22.12.2014 | Ukrainian
submitted by the Cabinet of Ministers of Ukraine

5 Activity 1 | January Comments to the draft laws registered in Verkhovna | English,
Rada of Ukraine aimed at introduction of energy service | Ukrainian
agreements in Ukraine (registr. #1532, 1533)

6 Activity 1 [ January Previously agreed with the PPP Center of Minregion | English,
amendments to the Order of the Ministry of Regional | Ukrainian
Development, Construction and Housing and
Communal Services of Ukraine dated 14.02.2012 #53
On adoption of procedure of conduction of notifying
registration of concluded rent or concession agreements
on objects of centralized water- , heat supply, and
sanitation that are in communal ownership

7 Activity 1 [ January Reference on state of review of draft Law of Ukraine | English,
On energy performance of buildings (registr. #15606) Ukrainian

8 Activity 1 [ January Estimation of the effective demand of the population of | Ukrainian
Ukraine for utility services

9 Activity 1 | January Regulation on subsidies, table Ukrainian

10 | Activity 1 | January Analysis and assessment of service affordability in [ English
Ukraine

11 [ Activity 1 | January Current issues of implementation monitoring system for | Ukrainian

the quality of communal services
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12

Activity 1

January

Questionnaire to identify needs for training activities as
part of USAID «Municipal Energy Reform"

Ukrainian

13

Activity 1

January

Legislative and regulatory and methodological aspects of
energy audit. Collection baseline data

Ukrainian

14

Activity 1

February

Analytical materials on issues of development of state
target economic program of energy efficiency and

development of renewable energy sources and
alternative fuels for 2016-2020

English,
Ukrainian

15

Activity 1

February

Comments to the draft Law of Ukraine On energy
efficiency of buildings (taking into account the
proposals of the State Committee for energy efficiency)
in the context of compliance with the requirements of
the Directive of the European Parliament and the
Council  2010/31€C On energy characteristics of
buildings as of 20.01.2015

English,
Ukrainian

16

Activity 1

February

Comparative table of inclusion of
JurEnergoConsulting’s proposals to the draft Law of
Ukraine On energy efficiency of buildings improved by
the State Committee for Energy Efficiency and Energy
Saving

English,
Ukrainian

17

Activity 1

February

Proposals on inclusion of additional norms to the draft
law of Ukraine On energy performance of buildings
regarding establishing responsibility for violation of
requirements of the legislation in field of certification of
energy performance of buildings

English,
Ukrainian

18

Activity 1

February

Presentation for the management of the National
Commission for State Regulation in field of Energy and
Communal Services “Outstanding issues regarding
application of the Regulation on preparation,
concurrence and approval of investment programs of
entities operating in the water and wastewater sector”

English,
Ukrainian

19

Activity 1

February

Assessment of training needs of the commission head
office

Ukrainian

20

Activity 1

February

Amendments to the Decree #53 dated 14.02.2012

Ukrainian

21

Activity 1

March

Draft Resolution of the Cabinet of Ministers of Ukraine
On adoption of State target economic program of
energy efficiency and development of energy carriers

production from renewable energy sources and
alternative fuels for 2016-2020

English,
Ukrainian

22

Activity 1

March

Task and measures on fulfilment of State target
economic  program of energy efficiency and
development of energy carriers production from
renewable energy sources and alternative fuels for 2016-

English,
Ukrainian
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2020

23

Activity 1

March

Reference on the draft National Action Plan on Energy
Efficiency for the period till 2020

English,
Ukrainian

24

Activity 1

March

Comments to the draft law of Ukraine On energy
performance of buildings (redaction of the State Agency
for Energy Efficiency and Energy Saving) in context of
compliance with the requirements of the Directive of
the European Parliament and the Council 2010/31/EU
On the energy performance of buildings as of

15.03.2015

English,
Ukrainian

25

Activity 1

March

Comments to the draft law of Ukraine On state
regulation energy sector as of 13.03.2015

English,
Ukrainian

26

Activity 1

March

Reference on simplification of procedure of approval
and adoption of investment programs of economic
subjects in field of heat supply, centralized water supply
and sanitation financed by IFI credits

Ukrainian

27

Activity 1

March

Comments to draft law of Ukraine On legal and
organizational ~ fundamentals of introduction of
commercial accounting in field of heat supply,
centralized water supply and sanitation, provision of
communal services

English,
Ukrainian

28

Activity 1

March

Manual on Short Assessment of Renewable Energy
Sources

Ukrainian

29

Activity 1

March

Reference to the draft National Action Plan on Energy
Efficiency for the period till 2020

English,
Ukrainian

30

Activity 1

March

Comments to the Draft Law of Ukraine "On State
Regulation of Energy"

Ukrainian

31

Activity 1

March

Comments to the Draft Law of Ukraine "On energy
efficiency in buildings" in the context of compliance
with the Directive of the European Parliament and of
the Council 2010/31EU "On the energy performance
of buildings"

Ukrainian

32

Activity 1

March

Draft instruction on Approval of the National Energy
Efficiency Action Plan for the Period of up to the Year
2020

English

33

Activity 1

March

Draft Activity Plan for implementation of the National
Energy Efficiency Action Plan for the Period of up to
the Year 2020

English

34

Activity 1

March

Recommendations on Key Performance Indicators for
Water and Wastewater Sector Companies in Ukraine

Ukrainian
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35 [ Activity 1 | March Amendments to the Resolution On Amendments to the | Ukrainian
Cabinet of Ministers of Ukraine dated 1 March 2010 Ne
243 and of 17 October 2011 p. Ne 1056
36 | Activity 2 | January Presentation on Introductory training session of SEAP [ Ukrainian
development: Energy audit of water supply and
sewerage
37 | Activity 2 [ January Presentation on Introductory training session of SEAP | Ukrainian
development: Energy audit in buildings
38 | Activity 2 | January Presentation on Introductory training session of SEAP | Ukrainian
development: Energy audits of district heating system
39 | Activity 2 | January Report of Arnika on energy consumption and GHG [ Ukrainian
emission data collection in Lutsk and Chernihiv
40 | Activity 2 | January Investment strategy of the SEAP of Chernihiv, draft Ukrainian
41 | Activity 2 | January Analysis of the current ESCO model in Kyiv and | Ukrainian
recommended solutions to existing problems
42 | Activity 2 | January SEAP Kherson final Ukrainian
43 | Activity 2 | January SEAP Chernihiv, draft Ukrainian
44 | Activity 2 | January SEAP investment strategy Chernihiv, draft Ukrainian
45 | Activity 2 | February [ Energy Audit of boilers in Kherson Ukrainian
46 | Activity 2 | February [ Methodological Recommendations on Public Hearings | Ukrainian
on Sustainable Energy Action Plans
47 | Activity 2 | February | Results of energy consumption performance monitoring | Ukrainian
data, Vinnytsia. Baseline emission inventory in 2008-
2013, monitoring results
48 | Activity 2 | February | SEAP Vinnytsia, draft Ukrainian
49 | Activity 2 | February | SEAP investment strategy Vinnytsia, draft Ukrainian
50 | Activity 2 | February | Project Proposal Manual on Clean Energy Ukrainian
51 | Activity 2 | March SEAP Dnipropetrovsk Ukrainian
52 | Activity 2 | March Energy audits Sumy Ukrainian
53 | Activity 2 | March Report on SEAP activities performance in Pavlograd Ukrainian
54 | Activity 2 | March Presentation “Energy days and public involvement in | Ukrainian
developing SEAP”
55 | Activity 2 | March Presentation The baseline COz emission inventory. [ Ukrainian

Methodology issues
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56 | Activity 2 | March Presentation Building energy management system [ Ukrainian
(Chernihiv example)

57 | Activity 2 | March The financial framework of SEAP. Assessment of the | Ukrainian
municipality possibilities

58 | Activity 2 | March Presentation Covenant of Mayors supporting system Ukrainian

59 | Activity 2 | March Report on SEAP activities performance in Rivne Ukrainian

60 [ Activity 2 | March Report on SEAP activities performance in Ternopil Ukrainian

61 | Activity 2 [ March Building energy management system (Lviv example) Ukrainian

62 | Activity 2 [ March Building energy management system (Kamyanets- | Ukrainian
Podilskiy example)

63 [ Activity 2 | March Building energy management system (Cherkasy [ Ukrainian
example)

64 | Activity 2 [ March Brochures for HOAs on individual heating system, draft | Ukrainian

65 [ Activity 2 | March 8 Energy audits of Lutsk kindergarten and schools Ukrainian

66 [ Activity 2 | March Chernihiv transport system feasibility study Ukrainian

67 | Activity 2 | March Bill board posters on Alternative Energy Ukrainian

68 [ Activity 2 | March National Standart Methods of energy audit in buildings | Ukrainian
DSTU B.2.2 B-XXX: 201X, draft

69 | Activity 3 | March Program Description for direct USAID funding “Clean | English
Energy Development by introducing Bioenergy
Solutions in the heating sector (CEDBS)”

70 | Activity 3 | March Transitioning plan (memorandum) for the local NGO | English
from MERP sub-award to direct USAID funding

71 | Activity 3 | March Summary of the workshop "Raising awareness of the | Ukrainian
municipalities in sphere replace natural gas Biomass"

72 | Activity 3 | March Presentations of the workshop "Raising awareness of | Ukrainian
the municipalities in sphere replace natural gas Biomass"

73 | Activity 3 | March Report on implementation of capacity building plans for | Ukrainian
selected local NGOs
Draft  organizational — policies and  procedures
“Association of Energy Engineers of Ukraine”

74 | Activity 3 [ March Report on implementation of capacity building plans for | Ukrainian

selected local NGOs

Draft organizational policies and procedures “Energy
Efficient Cities of Ukraine”
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75 | Activity 3 [ March Report on implementation of capacity building plans for | Ukrainian
selected local NGOs
Draft organizational policies and procedures Non-
government organization “Renewable Energy Agency”
(REA)

76 | Activity 3 | March Report on implementation of capacity building plans for | Ukrainian
selected local NGOs
Draft  organizational — policies and  procedures
“Association of Energy Auditors in housing and
communal services”

77 | Activity 4 | February | Memo “Road Map developed and LCP Directive focal | English
point appointed”

78 | Activity 4 | March Master Catalog of Low FEmissions Development | English
(LEDS) Policies & Actions

79 | Activity 4 | March Intended Nationally Determined Contribution (INDC) [ Ukrainian

80 | Activity 4 | March Low Emissions Development Strategies (LEDS) [ English
Planning and Analysis Database Recommendations

81 | Activity 4 | March Training Program for State Officials on development | Ukrainian
and using the TIMES-Ukraine

82 | Activity 4 | March Technical Consultations with interested ministries and | Ukrainian
state agencies

83 | Activity 4 | March Summary Guidance on the Assessment of technology | Ukrainian
needs in the UN Framework Convention on Climate
Change

84 | Activity 4 | March Agenda on the seminar Model “TIMES-Ukraine” Ukrainian

85 | Activity 4 | March Presentations of the seminar Model “TIMES-Ukraine” | English,

Ukrainian

86 | Activity 4 | March Precondition of biofuel mini CHP construction on [ Ukrainian
example of boiler station of the plant that produces
distilled glycerine in Kalynivka, Vinnytsia region

87 | Activity 4 | March Draft DWG-MERP Proposed Activities Schedule English
December 2014 — June 2015

88 | Activity 4 | March Memo “TNA Report and TNA Brief Manual” English
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C. DETAILED DESCRIPTION OF
PROGRESS/ACCOMPLISHMENTS
DURING THE REPORTING PERIOD

C.1 PROJECT TEAM

During the reporting period, MERP experts assisted the key project stakeholders, the Ministry of Regional
Development, Construction, Housing and Communal Services (MinRegion), Verkhovna Rada committees,
State Agency for Energy Efficiency, Ministry of Social Policy, National Energy and Communal Services
Regulatory Commission, partner cities, and members of the donor community. The Project totals 21
recipients as of March 2015.

The Project provided regular monthly reporting on VAT exemption to the tax authorities in Ukraine. The
Project conducted its regular non-expandable property inventory.

The MERP staff totals 13 employees.

C.2 ENVIRONMENTAL COMPLIANCE REPORT

MERP is taking steps to conform to USAID environmental regulations, 22 Code of Federal Regulations
(CFR) 216. The Project incorporated environmental mitigation measures as a standard component of its
program management. The Project assessed and developed a plan to meet USAID and Ukrainian
environmental requirements through mitigating and monitoring environmental risks. MERP does not foresee
any significant adverse environmental impacts from Project Activities. This is confirmed by the
Initial Environmental Examination (IEE) recommendation of “categorical exclusion” for most Project tasks
and Activities. “Negative determination with conditions” was defined for Project Tasks 1.2, 1.6, 2.2, 2.4, and
2.5. MERP assessed the possible environmental risks for these tasks and started implementing measures
recommended by the IEE (4.3.1-4.3.4). The Project 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, and Monitoring Plan.

The conclusions of the report are that 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. The Project regularly monitors its activities for compliance with
environmental regulations.

C.3 DETAILED ASSESSMENT AND ANALYSIS OF PROGRESS MADE
ON EACH OF THE TASKS AND MILESTONES

TABLE OF MILESTONES - WORK PLAN YEAR 2

Color key:
M XX - completed
M X.X — under completion
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M 2.1.1 Second Group cities agreed with donors and approved by USAID

November
30,2014 M 3.1.1 At least two grants awarded to local NGOs
M 3.1.2 Comprehensive NGO training provided according to Capacity Building Plans
M 1.6.1 New regulatory reporting taught to utilities April 1 — June 30, 2015
M 2.2.2 SEAPs of the first group of cities submitted to the city authorities
December
30,2014 M 2.3.1 Local capacity built on Municipal Energy Management
M 4.1.1 6th National Climate Change Communication Report
January 30, | M 1.6.210 utilities trained to properly implement accounting rules June 1- September 30,
2015 2015
Februray 28, | M 1.4.1 Coordination with WB, GOU, and other donors on social protection is functioning
2015
M 1.7.1 Capacity of MinRegion improved June 1 — September 30, 2015
Match 30, M 1.4.2 New system of social subsidies to low-income consumers operational
2015

M 1.6.3 New regulatory benchmarking system developed April 1- July 30, 2015

April 30, 2015

M 2.4.2 New DCA on energy efficiency and renewable energy started

M 2.6.2 Key PSAs on municipal EE and RE developed

M 4.1.4 LEDS/REDS analytical tools applied by two GOU agencies

May 30, 2015

M 2.2.5 SEAPSs’ data collected

M 2.3.2 Energy Management Systems established in partner cities

June 30, 2015

M 2.2.3 IFI financing attracted in the first group of cities

M 2.6.3 Cooperation established with national and regional mass media, local HOAs and
municipal press offices

M 3.1.3 NGO certification of eligibility conducted

M 4.1.3 Road Map developed and LCP Directive focal point appointed

July 30, 2015

M 1.1.2 Improved donor coordination to support key legal and regulatory changes in
municipal energy sector

M 1.2.1 Two new energy standards developed

M 1.7.2 Capacity of NECSRC and its regional offices improved

M 2.2.4 Institutional basis and capacity built for SEAPs in second group of cities

M 4.1.2' TNA Report and TNA Brief Manual

August 30,
2015

M 1.1.3 Key municipal EE and RE legislation developed and approved by the Rada

M 1.2.2 New standards approved
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M 1.3.1 Quality of Services enacted by NECSRC

M 2.5.1 ESCO/EPC prepared for municipal end-use energy efficiency

M 2.5.2 Bio-fuel PPPs initiated

M 2.6.1 PR coordination established and operational

M 2.6.4 Public events to support SEAPs and investments in municipal EE and RE

M 4.2.2 Road Map on Implementation of Municipal Energy Efficient and Clean Energy
Projects.

M 4.3.1 LEDS database is up and running

M 1.1.1 Implementation started of GOU National Action Plans on EE and RE

M 1.3.2 Basis for RAB incentive tariff regulation established

M 1.4.3 Transparency of social subsidies to low-income consumers improved

M 2.2.6 SEAPs prepared and discussed with local communities

September | M 2.2.7 Preparation of bankable projects started for second group of cities
30, 2015

M 2.4.1 DCA with Bank Lviv is well functioning

M 3.1.4 NGO Capacity Building Report developed

M 4.1.5 Draft LEDS Development and Implementation KPI

M 4.2.1 Interagency Commission on UNFCCC Provisions Implementation activity
enhanced.

During the sixth Project Quarter, the following milestones were met:
e M 1.4.1 Coordination with WB, GOU and other donors on social protection is functioning
e M 1.4.2 New system of social subsidies to low-income consumers operational

e M4.1.2 TNA Report and TNA Brief Manual

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 GOU (MinRegion, SAEE, NECSRC, and Ministry of Social
Policy) on developing clean energy policies, legislation and regulations. The assistance is based on EU Energy
Community requirements and best international practices.

The Project, in coordination with other IFIs and donors, was instrumental in supporting GOU efforts to
develop and garner first-round patliamentary approval on the bill on ESCOs. This bill “On Specifics of the
Right of Ownership in Multi-story Apartment Buildings” was approved in the first reading as well. Both
pieces of legislation contribute to end use energy efficiency in public and residential buildings. These laws
contribute to the implementation of EU Directive 2006/32/EU “On end use energy efficiency and energy
services.”

Law 1313 introduces the notion of the energy performance contract and its key terms. The law regulates
relations between the client and provider of energy services, identifies the mechanism for setting the cost of
services under the energy performance contract, establishes guarantees for investors in energy modernization
with respect to payment of a remuneration for savings achieved under the energy performance contract,
identifies a transparent mechanism for winner selection in energy services tenders, and establishes an
exclusively monetary form of payment for energy services.

USAID MUNICIPAL ENERGY REFORM PROJECT — SIXTH QUARTERLY REPORT 16



Law 1409 introduces the new term “Long-term Liabilities on Energy Services” in the Budget Code. It entitles
the administrators of state budget funds, which are the holders of public buildings, to conclude long-term
contracts (for periods over 1 year) with ESCOs, and it guarantees payment to ESCOs of remuneration for
savings achieved under the energy performance contract.

The effects of adoption and implementation of ESCO Laws (according to estimates of the Government):
* atleast double reduction of natural gas consumption
* extension of the economic life of buildings of at least 15-20 years
¢ reduction of state budget expenses by more than UAH 3 billion
* increased comfort in the schools, kindergartens, hospitals, etc.
¢ creation of a new type of business (ESCO) and, accordingly, the creation of new jobs

MERP worked with the State Agency of Energy Efficiency and MinRegion to review and improve the bill on
Energy Efficiency in Buildings. The Project cooperated with the EU Delegation to ensure that the revised
version of the bill includes key principles of the EU Directive on Energy Performance in Buildings #2, such
as establishment of the Fund for energy efficiency improvements, establishment of the Register of energy
certificates, development of “nearly-zero consumption level” buildings, and others. MERP participated in
several meetings with EU Delegation energy efficiency experts Ms. Jurate Juodsnukyte and Mr. Krzysztof
Gierulski. They discussed the progress of energy efficiency reforms in Ukraine and approval of key
legislation/regulations and specifically, the amendments needed for the Draft National Action Plan on
Energy Efficiency (its approval is required by Ukraine’s commitments to EU Energy Community) and the bill
on Energy Efficiency in Buildings (equivalent to EU Energy Performance of Building Directive (EPBD2)).
The experts concluded that there was a significant delay in approving these important energy efficiency
policies and legislation due to business interests of some Rada deputies representing the the real estate and
construction lobby. It was agreed to continue supporting the development and approval of these legal
documents and to organize a training workshop for Rada deputies on the benefits to local business of the
adoption of EU Directives on energy efficiency.

The Project assisted the Rada Committee on HOA legislation. MERP met with Rada Deputy Olena Babak,
Deputy Head of the Rada Committee on Construction, Urban Development, Housing and Communal
Services, to present comments to the bill “On Specifics of the right of ownership in a multi-family residential
building” (reg. #1565) and prepare it for the second reading. The Rada Committee meeting to consider the
amended version of the Draft Law is scheduled for March 10, 2015. The adoption of this law is important to
ensure an effective decision making process in residential buildings on energy efficiency improvements.

MERP assisted the Rada Committee on preparation of bills #1892 and #2049 “on Changes to the Tax Code
of Ukraine regarding the Taxation of Non-profit Organizations” for the second reading in the legislature. The
Project assisted the Rada Committee on substantiating why HOAs should preserve their status as non-profit
organizations. Law #1892 was adopted by the Verkhovna Rada on March 18, 2015, and signed by President
Poroshenko on April 8, 2015. Law #1892 restores the status of HOAs as non-profit organizations. The
Project also assisted the Rada Committee in analyzing and preparing for the first reading of the bill “on
Changes to Certain Legislative Acts Governing the Provision of Communal Services” (reg. #1621).

The Project carried out an advocacy campaign to support adoption of key CE legislation, i.e., the bills on the
specifics of the right of ownership in a multi-family residential building, promotion of competition in housing
management, draft law on energy efficiency of buildings and draft laws on energy service contracts. The
advocacy campaign included round tables for Rada deputies, interviews and press briefings with mass media,
and support letters to the Verkhovna Rada.

Approval of other CE policies and legislations (bill on EE in Buildings, Draft National Action Plan on EE,
bill on Metering, bill on the Energy Regulator) is still pending.

TASK 1.2: SUPPORTING ENERGY EFFICIENCY STANDARDS

During the reporting period, MERP continued assisting the Ministry of Regional Development, Construction
and Communal Services (MinRegion) and SAEE on developing and enforcing energy standards in Ukraine,
as per requirements of the EU Energy Community. The Project developed the Ukrainian National Standard
on Energy Audit of Buildings, which reflects the main requirements of 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. MERP subcontractor
SRIBC organized a review process with key stakeholders and received positive feedback and
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recommendations for improving the draft standard. In March 2015, the text of the standard was agreed with
key stakeholders and submitted for final approval to the Technical Committee on Energy Efficiency of
MinRegion.

MERP supported SAEE on implementing the national standard DSTU ISO 50001 on energy management in
Ukraine. The Project participated in the working group meetings of SAEE on introducing energy
management systems in municipalities. The meetings were chaired by Mr. Korchmit, Fisrt Deputy Chairman
of SAEE, and were attended by 15-20 experts, representing MinRegion, professional energy associations,
think tanks, academia, and international projects. The participants of the working group discussed different
approaches to establishing municipal energy management systems and the provided recommendations to
begin with energy management of public buildings. The Project gave a presentation on capacity building
seminars in MERP partner cities and presented the Manual on Municipal Energy Management. The Project
announced its partnership with NGO “Ukrainian Association of Energy Engineers” on the certification of
energy managers. It was agreed that, as the next step, SAEE would combine all recommendations and
develop a draft regulatory document for review and discussion by the working group members.

TASK 1.3: IMPROVING TARIFF SETTING

MERP assisted the National Energy and Communal Services Regulatory Commission (NECSRC)
(previousely known as National Communal Services Regulatory Commission (NCSRC), and as indicated in
the WPFY2, approved by USAID) on the introduction of cost-recovery tariffs and improvement of tariff
methodology for communal utilities.

At the end of January, MERP management met with the NECSRC to discuss and agree on the Annual Work
Plan for CY2015. NECSRC participants included Commissioner Gerus, Head of Strategy Department
Tsaplin, and representatives of other departments of the Commission. Project COP Bil Tucker presented key
directions of MERP assistance with a prime focus on regulatory capacity building, improvement of tariff
setting and introduction of incentive regulations, increased transparency and introduction of a new system of
quality of services, and benchmarking.

MERP assisted the NECSRC on improving the investment methodology in tariffs (in coordination with
IFIs), benchmarking and quality of services. The Project supported a workshop between the NECSRC and
IFIs (EBRD and NEFCO). The event was chaired by Commissioner Gerus and was attended by 14 persons
representing department heads of NECSRC, MinRegion, and the international community - Deputy Director
of EBRD in Ukraine Marina Petrov, senior-level EBRD bankers, NEFCO representative Julia Schevchuk,
MERP management and experts. Participants discussed problems with the current investment methodology
of communal tariffs. The problems include the significant number of bureaucratic requirements in the
methodology, which makes it difficult for municipal utilities to attract IFI investments. MERP and EBRD
suggested simplifying the investment methodology. NECSRC staff and Commissioner Gerus agreed on the
proposed approach and submitted their draft version for consideration. It was agreed that the working group
comprised of experts from EBRD, NEFCO and MERP will review and finalize changes to the investment
methodology. In addition, the participants agreed to cooperate and find a consensus on the “green tariffs”
issue. The Project proposed to organize a round table with NGO RE Agency (sub-grantee of MERP), Rada
Deputies and EBRD (major investor in RE).

MERP experts participated in public hearings of the NECSRC to discuss water tariff increases. The meeting
was chaired by Commissioner Gerus and was attended by representatives of water utilities, professional
associations, and media. The NECSRC gave a presentation on its scenario for water tariff increases:
adjusting/setting tariffs for three groups of water and wastewater companies. i.e. customer group 1 — 12%
increase at the expense of electrical energy costs, resulting from the increased electricity tariff and costs
relative repayments of loans under international agreements due to exchange rate fluctuations; customer
group 2 — adjustment by 8% at the expense of electrical energy costs. The Project assisted the NECSRC on
calculating and justifying cost recovery tariffs and participated in the discussion.

MERP assisted the NECSRC on improving the current tariff calculation system and regulations governing
setting tariffs for heat energy produced from nontraditional and renewable sources of energy. The Project
conducted a working meeting with Mr. Kihot, Deputy Head of the Department of the National Energy and
Communal Services Regulatory Commission, to discuss NERC Decree N896 “on Approval of the Procedure
Governing the Calculation of Tariffs for Electric and Heat Energy Produced at Heat Stations, Thermal
Power Stations, and Nuclear Power Plants”, and Decree N 897 “on Approval of the Procedure Governing
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the Calculation of Tariffs for Electric and Heat Energy Produced at Cogeneration Plants”. The Project will
finalize the analysis of these decrees and will present comments and recommendations to the Commission.

TASK 1.4: IMPROVING SOCIAL SAFETY NET POLICIES

MERP assisted the Ministry of Social Policy to improve the social protection of low-income consumers. In
February 2015, GOU approved a Resolution on the simplification of the social subsidies procedure. It is
expected that approximately 2.5 million additional households will be involved in the social subsidies
program. GOU is planning to allocate an additional UAH 12.5 billion for this additional subsidies program.
The Project worked closely with the World Bank and the Ministry of Social Policy on the development of this
new procedure. MERP organized capacity building seminars for the regional offices of the Ministry of Social
Policy to support the enforcement of this important Resolution.

MERP participated in several meetings with the Ministry of Social Policy to discuss the priority measures for
implementing the new housing subsidies procedure. The list of priority measures includes: public outreach
and information dissemination, preparation of the methodological guidelines on implementation of new
social assistance mechanisms, as well as capacity building for the staff of social assistance authorities.

Based on these discussions, the Project supported the implementation of the new social subsidies system to
protect low-income consumers of communal services. Together with the Ministry of Social Policy of Ukraine
(Ministry), MERP conducted a seminar called “New Mechanisms and Opportunities for Providing Subsidies
to Pay for Housing and Communal Services”. The seminar was attended by more than 90 employees of the
regional social protection offices. Deputy Minister of Social Policy Vitalii Myshchynin, Director of the
Ministry Department Vitaliy Muzychenko, and the Project presented a new system of subsidies for housing
and communal services that will become effective from 1 May 2015. The experts provided information on
the simplified procedure for receiving subsidies for housing and communal services, obtaining data form
other GOU entities to use a “means tested” approach, and providing information on relevant services to all
categories of the populace who will apply for assistance.

MERP coordinated with World Bank as well as a PR specialist from the Ministry of Social Protection
regarding the action plan, roles and responsibilities of the stakeholders in launching and implementing an
information campaign on the new communal services subsidies mechanism. The WB requested Project
assistance in sponsoring part of the trainings for regional social protection offices, as according to WB, over
5000 employees need to be trained in order to be effective consultants for the local populace and ensure
support of stakeholders’ outreach efforts. In addition, they discussed the possibility of holding a contest
among regional social protection offices on the best consultant (who will involve the largest amount of
households into a subsidy program). During the meeting, partners discussed the Project-developed Q&A
document for educating citizens about the new subsidy mechanism and agreed to use it as a baseline for
outreach materials in the upcoming campaign. In relation to specific audiences, it was agreed that the MERP
team would focus on citizens from 18 to 35 years old through video and banner advertisements in social
media, as the Project has past experience with outreach campaigns targeting that age group.

The Project assisted the Ministry of Social Policy on developing the procedure for receiving income data
from the State Fiscal Service of Ukraine and the Pension Fund of Ukraine needed for a new subsidy
mechanism. MERP conducted several meetings with the Ministry to discuss the draft Order on data
exchanges for the provision of subsidies, as well as reports on data with the State Fiscal Service and the
Pension Fund. The meetings were attended by Director of the Social Assistance Department Vitaliy
Muzychenko, Head of the IT Department Tsikhanovsky and three division heads of the Ministry of Social
Policy. The Project participated in the seminar for experts of regional departments for social protection,
which took place in Zhytomyr. The workshop was organized by the Ministry of Social Policy and was
attended by 80 participants. MERP presented materials on social protection reform, changes to the new
subsidy system introduced by the GOU Decree N 106 (February 2015), and the recalculation of subsidies in
circumstances when gas, electricity, and heat tariffs will increase (starting April 1, 2015).

In order to support enforcement of the new social subsidies procedure, MERP participated in the
coordination meetings with Vitaliy Muzychenko, Head, Department of Social Protection at the Ministry of
Social Policy, and Katerian Petrina, the World Bank Senior Social Protection Specialist, and discussed capacity
building of the Ministry’s regional office staff on the new social subsidies procedure. The participants agreed
on the following:

USAID MUNICIPAL ENERGY REFORM PROJECT — SIXTH QUARTERLY REPORT 19



. MERP will organize seven seminars in its partner cities: Dnipropetrovsk, Zaporizhzhia, Kherson,
Vinnytsia, Khmelnytsky, Rivne, and Lutsk. Other oblasts will be covered by WB consultants;

. One-day seminars to be conducted in each of 25 oblasts by May 12 since the GOU Dectee 106 comes
into effect on May 1, 2015;

. The training agenda will include the following topics: new subsidy mechanisms and psychological
aspects in providing customers service.

TASK 1.5: REGULATORY INFORMATION SYSTEM DEVELOPMENT

Assistance on this task was postponed due to the USAID decision to not proceed forward with the G2G
compoment and grant for the hardware of the Regulatory Information System Development.

TASK 1.6: DEVELOPING UTILITY BENCHMARKING

During the reporting period, MERP assisted National Energy and Communal Services Regulatory
Commission (NECSRC) to improve the regulatory reporting forms by the licensed utilities. The Project
provided comments and recommendations to the draft decree “on Approval of the Rules on Reporting
Forms”. In order to advance this task, two joint working groups (group 1: heating, group 2: water and
wastewater) were established and persons responsible appointed from the NECSRC and the Project. They
also agreed on the schedule of working meetings and started a preliminary analysis of the regulatory reporting
forms and relevant guidelines for licensees.

The Project provided assistance and capacity building support to NECSRC to improve methodological
recommendations on accounting and reporting by the licensed utilities.

MERP reviewed the list of performance indicators for municipal utilities and held a number of meetings at
the National Energy and Communal Services Regulatory Commission (NECSRC) to discuss the key
performance indicators in the water and wastewater sector for the benchmarking system. The discussion
focused on the list of key water and wastewater utility performance indicators including the current
monitoring of the quality of water and the need to improve reports and appropriate communication to
identify the key benchmarking needs for different departments of the NECSRC. As a result of the meetings,
the parties decided to focus on the implementation of recommended key performance indicators for
regulation purposes and discuss the establishment of a benchmarking division at NECSRC and its relation to
other departments.

TASK 1.7: CAPACITY BUILDING

MERP conducted 10 coaching sessions on key principles of tariff regulation in which Commissioners and
staff members actively participated. The Project supported the participation of three Commissioners in
regulatory capacity building training organized by the Energy Regulators Regional Association (ERRA). At
the eighth coaching session for the National Energy and Communal Services Regulatory Commission
(NECSRC), the Project gave a presentation on the results of an assessment on utility service affordability in
Ukraine (which was updated based on tariff increase scenarios received from the Commission).

In February, MERP management organized a last coaching session for the staff of the NECSRC to discuss
the investment component in tariffs. MERP COP Bil Tucker provided NARUC manuals and CDs with
training materials to the representatives of the Commission. The Project gave an analysis of tariff problems,
e.g., foreign exchange risks for utilities, and their limited ability to serve international debts (repay IFIs’
investments). MERP experts provided recommendations on improving the methodology related to the
investment component in tariffs aimed to simplify the procedure of approving the utilities’ investment
programs and mitigate foreign exchange risks. It was agreed that the Project would assist NECSRC in
reviewing current tariff methodology in close consultation with IFIs (WB, EBRD, NEFCO, others).

The Project assessed the training needs of the Commission Head Office and its regional offices. The Report
“Assessment of training needs of the Commission head office” was prepared and submitted to NECSRC.
Based on the report findings, the Project developed a list of training topics and a training plan. The training
plan includes 10 seminars (three of which provide for participation of international experts as speakers) and
one round table. The training plan was sent to NECSRC for review and approval.
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ACTIVITY 2: PROMOTE INVESTMENT IN CLEAN ENERGY TECHNOLOGIES AND
APPLICATIONS

TASK 2.1: DEVELOPING COOPERATION STRATEGIES

During the reporting period, MERP actively participated in advanced donor coordinaton on municipal energy
reform. With consent of USAID, Project uploaded in e-based donor coordination platform the legal,
technical and financial documents related to municipal energy reform.

The Project participated in the Donors Coordination Meeting on Energy Efficiency in Buildings, organized
by EBRD. The meeting was attended by WB, EBRD, GIZ, EU Delegation, UNDP, and others, and focused
on the progress of legal and regulatory reforms in the municipal energy sector, as well as assistance to the
cities on municipal energy management, residential energy efficiency and investment attraction. MERP and
EBRD informed participants about the good progress of ESCO draft legislation and Law on Ownership in
Multi-apartment Buildings.

MERP extensively cooperated with the WB on energy efficiency in the partner cities. MERP DCOP Andriy
Mitskan participated in the WB TRACE Decision Workshop - Energy Performance of Kyiv City and its way
towards Energy Efficiency Transformation. The event was chaired by Tamara Sulukhia, WB Sector Leader,
and attended by First Deputy Mayor of Kyiv Mr. Nikonov, Deputy Mayor Mr. Panteleiev, Director
benchmarking of KP GVP Mr. Naumenko, and the Project. The WB gave a presentation on methodology,
municipal energy key-performance indicators, energy balance, energy performance of seven sub-sectors, and
benchmarking findings. The participants discussed EE recommendations for each municipal sub-sector and
further plans for preparing WB investment projects in two priority areas of municipal infrastructure of Kyiv.
The participants agreed that the results of TRACE would be a basis for preparation of SEAP in Kyiv and
Ternopil.

The Project conducted a coordination meeting with the EU-funded INOGATE Secretariat, which provides
assistance on energy and energy efficiency in 11 countries. They discussed problems and opportunities for
municipal energy efficiency in Ukraine. MERP delivered a presentation of its activities on the national level
related to legal reforms, as well as its support to 17 partner cities on SEAP development, energy management,
and attraction of investments into the EE sector.

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

During the reporting period, MERP made good progress on developing and improving SEAPs for the first
and second groups of partner cities.

For the first group of partner cities, MERP provided assistance on presenting draft SEAPs to City Advisory
Committees and City Councils. The Project supported the city administration of Dnipropetrovsk in
organizing a presentation of their Draft SEAP to the City Advisory Committee and deputies of the City
Council. MERP experts representing Resource Training Center ITCON and the Head of the Energy
Department of Dnipropetrovsk, Mr. Oleksandr Gondar, described SEAP goals and programs aimed at
reducing energy consumption by 20%, introducing the use of renewable energy by 20% and reducing
COzemission in the city by at least 20%. Participants discussed and provided comments on the investment
programs needed to achieve these goals. It was agreed that the Project will incorporate comments and
suggestions of the City Advisory Committee and will prepare the SEAP for approval by the City Council at
the end of February 2015.

MERP began preparing SEAPs for the second group of partner cities. USAID Mission Director Jed Barton,
First Deputy Chairman of SAEE Oleksii Korchmit, and Vice President of AUC Oleksandr Mazurchak
participated and made welcoming remarks at the MERP Introductory Workshop for partner cities of the
second group. The workshop gathered mayors, deputy mayors and energy managers from eight MERP
second-group partner cities: Khmelnytskyi, Kyvyi Rih, Kyiv, Lutsk, Pavlohrad, Rivne, Sumy, and Ternopil.
The event focused on MERP areas of cooperation with municipalities, such as: introduction of Sustainable
Energy Action Plans (SEAPs), pursuant to the EU Covenant of Mayors methodology, and the development
of municipal energy management systems.

Follow up training sessions were organized by MERP in several cities. Thus, the Project organized an
otientation workshop on SEAP development in Lutsk. The workshop was attended by the directors/deputy
directors of municipal utility companies, heads of relevant departments of Lutsk City Council (education,
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health care, culture, finance, housing and utility services, and transport). The workshop was chaired by Lutsk
Deputy Mayor Mr. Yakovlev. The Project started assisting Lutsk SEAP address EU comments/proposals.
The Project experts initiated energy audits and data collection on CO2 emission and energy consumption. The
experts also prepared recommendations on strengthening the City Advisory Committee and submitted the
relevant recommendations to the city administration.

The Project organized a seminar to launch the SEAP capacity building and data collection process in the city
of Sumy. The event was attended by 40 participants representing the city administration, utilities, and local
NGOs. The Project delivered draft documents related to the establishment of a City Advisory Committee,
which is the first political decision for the development of SEAP. The Project described the format of the
data on energy consumption and CO, emissions needed to develop a SEAP baseline scenario. The
participants discussed and agreed on the schedule for capacity building activities and development of SEAP
for Sumy.

MERP experts representing Resource Training Center “ZURNC” organized a SEAP training seminar for the
partner cities of Ternopil and Rivne. The event was conducted in coordination with the EU Covenant of
Mayors Goes East Project. About 20 persons representing city administrations, local NGOs, and municipal
utilities attended the event. The Project gave a presentation on the methodology of data collection regaring
CO2 emissions reduction and energy consumption needed for preparing a GHG Emission Inventory and
baseline scenario for key municipal sectors: buildings, street lighting, district heating, water distribution, and
municipal transport. The Project delivered a presentation on the municipal energy management system as per
ISO50001 requirements. The training session on municipal energy management was also attended by energy
managers from Ivano-Frankivsk. Specific attention was paid to the organization of public support for the
SEAP process. The Project described the public information tools and assistance for organizing information
campaign, such as the development and placement of billboards on energy savings, training of local
journalists, and support for the organization of Sustainable Energy Days in partner cities.

Assistance to PIUs for WB DH Energy Efficiency Project

MERP continued to support the WB District Heating Energy Efficiency Project. MERP conducted a detailed
energy audit in the city of Kherson and prepared technical specifications for Lot A “Individual Heating
Units.” The Project developed technical specifications for other procurement Lots, but technical limitations
for the WB investment program became apparent, i.e., a shortage of gas supply. As a result, MERP
recommended conducting a coordination meeting with WB technical engineers to discuss these limitations
and possible solutions.

Assistance to HOAs and Resource Centers

MERP supported partner cities in implementing end-use residential energy efficiency, which is an important
element of SEAPs. The Project organized a workshop for HOA Resource Centers on EE communication
and strategy. The Project is assisting HOA Resource Centers in their transformation to Clean Energy
Resource Centers. The Project developed a Concept Paper regarding this transformation and capacity
building of Resource Centers is one of the key elements of MERP support. A workshop was organized in
order to inform HOA Resource Centers on issues related to effective outreach work, EE/AE, social
protection, and legislation related to OSBB. The goal of the workshop was to bring Resource Center staff to
the level at which they can consult others and support outreach activities in their communities. T'wenty-nine
HOA/CE Resoutce Center staff members from Dnipropetrovsk, Lviv, Lutsk, Kamyanets-Podilskyi, Kherson,
Khmelnytskyi, Kramatorsk, Kyiv, Pavlohrad, Sumy, Vinnytsia, and Zaporizhzhia participated in the
workshop.

Initiation of Investment Projects

MERP assisted partner cities on finding investors for clean energy projects. Responding to a request from the
City of Lutsk, the Project met with NEFCO representativess to discuss the preparation of investment
projects in public buildings in Lutsk. During this meeting NEFCO confirmed its readiness to finance energy
efficiency measures in 6-8 public buildings (UAH 6.5 million loan to Lutsk, for a period of up to 7 years). The
Project conducted investment-grade energy audits of these buildings and started to prepare a business plan in
accordance with the NEFCO template.

MERP assisted the City of Chernihiv prepare documentation for an EBRD loan of USD 9 million for its
municipal trolley project. The Project contributed to the preparation of a pre-feasibility study that was
discussed with EBRD and municipal authorities.
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MERP initiated a discussion on biomass investment projects in three cities (Vinnytsia, Kherson, and
Dnipropetrovsk). The city authorities requested assistance on the preparation of pre-feasibility studies for
biomass DH projects to substitute imported natural gas and contribute to the implementation of SEAPs.
Project allocated this assistance to its grantee — NGO Renewable Energy Agency. Assistance will start with an
analysis of alternative energy resources (local biomass potential) in these regions.

TASK 2.3: INTRODUCTION OF ENERGY MANAGEMENT SYSTEMS

MERP continued assisting partner cities on the introduction of a municipal energy management system.
Based on the approved standard on energy management (ISO 50001), the Project started the capacity
building process with city energy managers on the new standard as per the “Key Issues and Requirements of
Developing Energy Management Structures in Cities” manual. The Project delivered training sessions on
municipal energy managers for all partner cities from the first group. MERP conducted review and analysis of
the existing energy management systems in the city and developed recommendations to the city authorities on
their improvements, as per ISO 50001.

TASK 2.4: DEVELOPMENT CREDIT AUTHORITY LOAN GUARANTEE

MERP continued to assist USAID with DCA implementation on energy efficiency with the Bank Lviv.
MERP DCOP and MDI experts met with Mr. Andrely Zakharevich, Coordinator for Energy Efficiency
Project in Bank Lviv, and Ms. Galina Kogut, Head of HOAs Resource Center in Lviv. Participants discussed
overall situation on energy efficiency lending in Ukraine and possible MERP assistance on this issue. Bank
Lviv informed about significant slowdown of lending process. However, the energy efficiency projects remain
among highest priority for Bank Lviv, including residential energy efficiency. Participants agreed that MERP
will provide informational support to both -- HOAs Resource Center and Bank Lviv — to help create demand
for commercial loans on the one side and disseminate information on energy efficiency loans on the other.

In order to support utilization of EE DCA with Bank Lviv, MERP organized number of training seminars to
promote EE lending products:

e MERP experts from MDI, jointly with Bank Lviv and the city administration, conducted a workshop
“Implementation of energy efficiency projects in multi-apartment residential buildings: technical,
financial, organizational and legal aspects”. The workshop took place in Lviv and was attended by 28
participants from HOAs Advisory Centers of Lviv, Lutsk, Rivne, Ivano-Frankivsk, and Ternopil. The
Project experts and Bank Lviv specialists informed HOAs Advisory Centers about the banking loans
for energy efficiency measures in HOAs residential buildings. The participants discussed practical
steps of informing HOAs in the partner cities on new banking products for residential energy
efficiency.

e MERP and Bank Lviv conducted the workshop “Energy efficiency improvements in multi-family
residential buildings: technical, financial, legal and organizational aspects” in Rivne. The workshop
was attended by 32 representatives of HOAs, producers of energy efficiency equipment and
materials, local authorities and NGOs. The workshop goal was to inform local HOAs on effective
energy efficiency measures in multi-story residential buildings and available financial mechanisms (i.e
commercial loans) to support implementation of such measures. The participants received practical
guidance and advices on how to plan, get financing from Bank Lviv (under USAID DCA guarantee)
and other commercial banks, and implement energy efficiency measures in their residential buildings.

MERP was instrumental in supporting USAID for establishing new Development Credit Authority Loan
Guarantee (DCA) on energy efficiency. MERP experts participated in a meeting with USAID representatives
Mr. James Borger, DCA Officer, and Ms. Maria Garastovskaya, Alternative Contracting Officer’s
Representative (COR). The participants discussed preparation of new DCA energy efficiency facilities with
local commercial banks. MERP reported its groundwork on analysis of the local commercial banks and their
willingness to participate in USAID DCA for energy efficiency lending. MERP presented the report
“Assessment of the Willingness of Local Banks to use Development Credit Authority Loan Guarantee”.
USAID representatives briefed about preparation of a Report with market assessment and recommendations
for energy efficiency projects. USAID requested additional information for this market assessment report.
MERP collected requested data and provided the requested additional information. MERP presented and
explained a data table and additional information requested by USAID on the current situation in the
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communal sector and energy efficiency potential for commercial lending. USAID expressed high appreciation
for the information and indicated the next steps for initiation of a new DCA. MERP experts will continue
supporting USAID in discussions and negotiations with three commercial banks willing to participate in this
partial guarantee program: Bank Pivdennyi, META Bank, and Bank Concord.

MERP met with Mr. Nuzhniy, Chairman of the Board of META Bank, to discuss the current situation in
banking sector and the bank’s willingness to participate in the DCA program. Project experts briefed him on
parameters of DCA program for energy efficiency, costs and timeline for preparation of application. Mr.
Nuzhniy reported about bank activities and appetite for energy efficiency lending in residential sector
(primarily HOAs). According to the bank’s chairman, the situation in banking sector for making EE loans is
very difficult because of lack of capital and high risks for lending due to overall economic crisis and war in
particular. Still, the bank is interested in DCA and will renew its energy efficiency lending in September 2015.

TASK 2.5: SUPPORT MECHANISMS THAT MOBILIZE PRIVATE SECTOR INVESTMENTS

During the reporting period, MERP provided technical assistance on implementation of an ESCO
mechanism in Kyiv city. MERP received a request from the Kyiv city administration to assist in preparation
of the Road Map for Kyiv ESCO, update a payment scheme for energy services, and provide legal assistance
on detailed energy service agrements and procurement process. MERP discussed the scope of work for this
assistance with KP GVP — Kyiv ESCO, and allocated necessary experts from ANTIKA and IBSED to
perform these assisgnments. The project experts took part in the Kyiv ESCO working group meetings and
started review and preparation of requested documents.

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

During the reporting period, the MERP team continued implementing its targeted public information
campaign on energy efficiency and alternative energy resources in Project partner cities. The campaign is
being conducted under the slogan: “Save heat — Save Ukraine!”

The Project and JWT Advertising finalized the creative design of billboard posters that promote insulating a
building as a whole, the installation of heat meters and weather-based control systems. The posters appeal to
residents of multi-apartment buildings to take the recommended measures and save 40% on energy
consumption. The potential of energy savings in buildings is estimated by the GOU as USD 3 billion annually.

About 300 billboard posters and 300 city light posters were placed in Project partner cities (including 130
billboards and city lights in Kyiv), as well as in other cities such as Kharkiv, Odesa, Poltava, and Zhytomyr
within social partnership with BigMedia company — the biggest outdoor advertisement sales house in Ukraine.

The contribution of the Project’s commercial media partner, which has offered for free placement of 300
billboards and 300 city lights is over USD 60,000. The Project’s commercial Design partner (JWT) allocated
over § 6000 of its human and material resources into the development of the warm house concept billboards
and city lights. The private sector contribution leverage is 1:8.25.

Designs for five billboard posters featuring different types of alternative energy resources and interesting
facts about them were finalized by the Project and JWT in March. In April these posters will start blanketing
MERP partner cities to raise Ukrainians’ awareness about clean energy and the potential of these sources to
replace natural gas in Ukraine. The posters include the Web site addresses of SAEE and MERP as
information resources for more comprehensive information about the topic. The Web sites of both
organizations will be updated with a new Alternative Energy Page. The content for this page was developed
in close cooperation between MERP and SAEE. The Project expects 600 bill boards in its partner-cities to be
placed for free by the Project’s media partner BigMedia.

During the reporting period, MERP in close cooperation with CURE held a contest for journalists for the
best published media materials on energy efficiency, alternative and clean energy sources, advantages of
condominiums, tariff reform and ensuring the social protection of the populace. The contest was organized
for journalists from MERP pilot oblasts — Chernihiv, Dnipropetrovsk, Ivano-Frankivsk, Kherson, Kyiv,
Vinnytsia, and Zaporizhzhia. The winners of the contest, which is sponsored by the oil and gas company
Burisma—will be awarded valuable gifts. The contest was widely promoted through a variety of information
agencies, on MERP partners’ web sites and pages in social media. The deadline for submission of materials is

April 4.
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The Project began to prepare and support an information campaign related to the new subsidies allocation
mechanism. To this end, the Project developed a logo for the Communal Subsidy campaign as well as a Q&A
document, which could be used as a baseline for outreach materials to educate citizens about the new subsidy
mechanism in the upcoming campaign. In this task the MERP team worked with the World Bank as well as a
PR specialist from the Ministry of Social Protection. There were several meetings to discuss a joint action
plan, roles, responsibilities, information distribution channels and audiences in launching and implementing
this information campaign. WB requested Project assistance in sponsoring part of the trainings for regional
social protection offices, as WB estimated that over 5000 employees needed training in order to be effective
consultants for the local populace and to ensure the support of stakeholders’ outreach efforts. Past Project
experience in outreach campaigns targeted at young adults led to an agreement that the Project would focus
on the category of citizens from 18 to 35 years old through videos and banner advertisement in social media.

The MERP team participated in the Meeting of Energy Market Stakeholders organized by the GOU
Communication Group. The purpose of the event was to establish connections between basic units of energy
market stakeholders - businesses, government, industry, professional associations and NGOs. During the
meeting, the Project shared its plans regarding information campaigns on the social safety net and energy
efficiency with the GOU Communication Group, World Bank, and Starlight Media — Ukraine’s biggest media
market group. It was agreed by all parties to meet on a regular basis to move forward with an action plan that
will combine their efforts in rolling out and supporting information campaigns of interest to all parties.

The Project began working with the IREX/Ukraine Bibliomist program to combine efforts and jointly
organize workshops to educate librarians on topics related to energy efficiency and alternative energy
resources, so they can become local agents of energy-smart behavior. In addition, the Project provided its
outreach materials, such as the EE "Ten Tips Brochure," the Energy Smart poster, and a brochure "Why
Tariffs Go Up." They will be distributed through the network of Bibliomist libraries. In addition, EE
information corners will be established in the libraries to display insulation materials, reflection screens, EE
bulbs, and related EE devices to help the local populace become familiar with these devices and to promote
the introduction of EE measures in their dwellings. It was agreed that a joint workshop for the staff of 37
libraries will be held in Kyiv in mid-September. The Project will supply trainers, while Bibliomist will finance
logistical expenses related to their partners’ travel to Kyiv.

During the last quarter MERP launched its web site (www.merp.orgua) and Facebook page
(https:/ /www.facebook.com/mhrpukraine) to reinforce Project efforts in disseminating information about
its activities, training and outreach materials to follow its information campaign on energy efficiency and
alternative energy sources.

In order to support MERP information campaign on Energy Efficiency, the Project sub-contractor Civil
Network OPORA carried out a two-day information campaign in two districts of Dnipropetrovsk. The
campaign focused on saving energy in the city. During this event, activists placed Project-developed Energy
Smart posters at the entrances to residential buildings and spoke to people on the streets regarding the
importance of saving energy in their apartment buildings in order to strengthen Ukraine’s energy security,
decrease CO. emissions, and save money on communal services bills. During these discussions and
interviews, OPORA activists found out that few citizens are aware about quite simple EE measures. For
example, a low percentage of citizens knew of the benefits of LED lamps, and even fewer were aware of
other EE tips that decrease electricity consumption, such as removing plugged mobile chargers, etc.

Through a variety of capacity building, public and outreach events during the last quarter, MERP distributed

over 6000 copies of its information materials on EE, AE, and tariff reform.

ACTIVITY 3: CAPACITY BUILDING AND DISSEMINATION

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

Agenda Development

During the reporting period, MERP finalized a meaningful agenda (draft program descriptions) for direct
USAID awards and submitted them to USAID COR for review, comments and discussion. Based on the
agreed agendas, separate program descriptions were developed for energy efficiency and renewable energy
areas. Our assessment showed that only one local NGO - “Renewable Energy Agency” has (moderate)
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technical capacity in place to implement the proposed agenda in the Renewable Energy area and four NGOs
(basic and moderate capacity) in the Energy Efficiency area.

In February 2015, MERP participated in a coordination meeting with USAID (COR, Contracting and
Financial Management offices representatives) to prepare local NGOs for direct USAID awards, as per
Activity 3. The meeting focused on the following topics: NGO capacity building activities; a draft program
description prepared for direct USAID award; transitioning to direct USAID awards (including procurement
and pre-award assessment). Based on the discussion results, MERP prepared a timeline for the preparation of
local NGOs for direct awards. USAID agreed that the Renewable Energy agenda is the priority area for
USAID support. The assistance can be provided through a sole source award to “Renewable Energy
Agency,” which has predominant capacity and experience relevant to the proposed agenda.

To facilitate the provision of direct awards to local NGOs, the Project finalized a draft program description
for direct USAID funding and submitted it to USAID COR on March 27, 2015. The proposed project
“Clean Energy Development by introducing Bioenergy Solutions in the heating sector (CEDBS)” has the
following activity areas (objectives):

e Promotion of bioenergy investment by developing and enabling the legislative and regulatory
environment

e  Capacity building of local stakeholders to implement bioenergy projects

e Preparation of project proposals and feasibility studies for bioenergy heating projects to support
natural gas replacement with biofuels

e Public information campaigns and dissemination of information on best practices in bioenergy

Based on the discussion with USAID, the Project submitted a plan (memorandum) for the transitioning of
“Renewable Energy Agency” from a Project sub-award to direct USAID funding.

Selection of Local NGOs

In order to implement projects in the energy efficiency and renewable energy areas, and to support
organizational capacity development, the MERP Work Plan envisions the provision of grants to local NGOs.
A request for applications (RFA) was issued in September 2014, and three projects were recommended for
funding and approved by USAID in December 2014. In January 2015, the Project consulted with USAID in
order to issue an additional grant to the "Association of Energy Auditors in housing and communal services”
to implement the project “Support to Institutional Capacity of Ukrainian Cities in the Development and
Implementation of Sustainable Energy Policies”. The project was recommended for funding based on the
following considerations:

e High project priority and potential contribution to the achievement of the MER Project overall
objectives
e Level of commitment and planned support from MERP key counterparts

e Competition and Grant Evaluation Committee (GEC) evaluation results (the application was ranked
as 4th highest among seven applications received in response to RFA)

e MERP funding available under the RFA

Based on a USAID COR concurrence received on January 15, 2015, the Project finalized negotiations and
signed grant agreements to implement the following projects:

Recipient's Name Project Title Pro]elct
Duration
“Association of Energy Implementation of an Independent
. . . . 10 calendar
Engineers of Ukraine Certification System for Energy months
(AEEU) Management Specialists
“Energy Efficient Cities of | Practical Model of Local Government 12 calendar
Ukraine” (EECU) Capacity Building for Efficient Energy caenda
months
Management
“Renewable Energy Promotion of Natural Gas Substitution 10 calendar
Agency” (REA) with Biomass in Heat Energy Production months
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Recipient's Name Project Title Pro]e.ct
Duration
“Association of Energy Support to Institutional Capacity of
Auditors in housing and Ukrainian Cities in the Development and 10 calendar
communal services” (AEA) | Implementation of Sustainable Energy months
Policies

The Project continued delivering training (as envisioned by CBPs) and visited partner NGOs on a regular
basis to provide in-depth guidance, mentoring and/or consulting.

Performance of Local Partners Under Sub-awards

“Association of Energy Auditors in housing and communal services” (AEA)

The project “Support to Institutional Capacity of Ukrainian Cities in the Development and Implementation
of Sustainable Energy Policies” (implemented by AEA) has the following tasks:

1.

Preparation of draft bylaws to the draft Laws of Ukraine on ESCOs

2. Conducting reviews in the following areas:

e Attraction of investments and international technical assistance for implementing energy
efficiency projects by the cities

e Availability and efficiency of the energy management and monitoring systems

e Assessment of the cities’ investment needs for implementing energy efficiency projects and
priority energy efficiency measures; in the subordinated territory

e Suppliers engaged in production and sale of the energy efficient equipment

Creating and ensuring sustainable operation of the communication system among the effective loan
and grant programs, international technical assistance programs and cities in regard to preparing and
implementing energy efficiency projects and strengthening of the management capacity of the cities
for managing consumption of fuel and energy resources

Creating and ensuring sustainable operation of the organizational and technical support system to the
cities in preparation of investment in energy efficiency projects, accumulation and exchange of
information on energy efficient investment decisions and low-cost measures for public, residential,
and communal buildings

Elaborating the mechanism of technical support to pilot cities in the introduction of energy
management departments, energy monitoring systems for consumption of fuel and energy resources
in the public sector, and development of sustainable energy action plans, following the example of
two medium size cities (pilots)

Increasing awareness of the municipalities and populace of EE issues

Increasing organizational, management and staff capacity of the Association of Energy Auditors in

HCSS

AEA accomplishents during the reporting period:

Task 2: Developed questionnaires for the survey to be conducted in Ukrainian cities; conducted meetings
with Associations of Ukrainian Cities (AUCs) to discuss and agree on the content and distribution of the
questionnaires. As a result of the meetings, MOUs with AUCs were signed.

Task 5: Developed the application form and selection criteria for the cities to be assisted.

Task 1: Conducted a preliminary analysis on ESCO mechanism implementation in the EU and the
Russian Federation.

Under capacity building activities, AEA updated organizational policies and procedures in the financial,
operational and personnel areas. They plan to start implementation of the improved procedures in April 2015.

“Association of Energy Engineers of Ukraine” (AEEU)
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The project “Implementation of Independent Certification System for Energy Management Specialists”
(implemented by AEEU) has the following tasks:

1. Development of a concept for building an independent specialist certification system

2. Training under the program of Certified Energy Management for a pilot group of specialists
(representatives of government agencies, partner municipalities of the Municipal Energy Reform
Project in Ukraine, representatives of industrial enterprises, and private partners)

3. Training of local trainers by international trainers of the US Association of Energy Engineers under
the Certified Energy Manager program

4. Developing a plan for disseminating certification under the Certified Energy Manager program in
Ukraine

5. Recognition of certification under the Certified Energy Manager program by government agencies,
enterprises, and energy service companies

AEEU accomplishments during the reporting period:

e Task 1: Developed a draft concept for the implementation of the Independent Certification System
for Energy Management Specialists and held public discussions regarding key principles of the system
of implementation during the “Ukraine - energy independent country” international conference.

e Tasks 2 and 3: Developed requirements for candidates to participate in energy certification and
Training of Trainers programs.

Under capacity building activities, AEEU updated organizational policies and procedures in the financial,
operational and personnel areas. AEEU plans to implement the improved procedures beginning in April 2015.

“Energy Efficient Cities of Ukraine” (EECU)

The “Practical Model of Local Government Capacity Building for Efficient Energy Management” project
(implemented by EECU) has the following tasks:

1. Developing the Green Book on municipal energy efficiency and the technical specifications of the
White Book;

2. Implementing a system of energy management and energy audit based on ISO 50001 and ISO 50002
in Project partner cities;

3. Setting up a Support Service regarding the implementation issues of the Covenant of Mayors, energy
management, preparation of Sustainable Energy Days, and attracting financial resources for
municipalities;

4. Providing assistance in attracting financing for implementing Action Plans for Sustainable Energy
Development of the project pilot cities;

5. Conducting an information campaign on energy efficiency issues at the national and municipal levels;

6. Capacity building of the Energy Efficient Ukrainian Cities Association.

EECU accomplishments during the reporting period:

e Task 1: Developed terms of reference and held a working meeting related to the development of the
Green Book

e Task 2: Developed and distributed questionnaires regarding the implementation of energy
management systems to Project partner cities, the Covenant of Mayors participating municipalities
and Association members (overall about 100 cities)

e Task 3: Developed a concept to implement the Support Service function and added a relevant page
to the association’s website

e Task 5: Began developing the public information campaign concept and consulted with the EU
Delegation regarding planning and organization of “Sustainable Energy Days” in partner cities.

Under capacity building activities, AEEU updated its organizational policies and procedures regarding financial
management. The implementation of the improved procedures started in March 2015. In addition EECU is
continuing the professional development of its personnel through Energy Management training courses.

Renewable Energy Agency (REA)

The project “Promotion of Natural Gas Substitution with Biomass in Heat Energy Production”
(implemented by REA) has the following tasks:
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1. Prepare and conduct a one-day training seminar titled, “Increase of Awareness of Government
Bodies Representatives in Sphere of Bioenergy”.

2. Prepare and conduct an introductory seminar about the Project and a series of training seminars for
representatives of partner cities, communal utilities and stakeholders in Kyiv:

3. Develop selection criteria on the basis of questionnaire answers, and select five partner cities that are
most ready and interested in improving Municipal Energy Plans and in changing priorities for the
implementation of projects on biomass use for heat energy production, and that require assistance in
developing real projects.

4. Analyze, together with the representatives from the five selected partner cities, the Municipal Energy
Plans developed by them, and prepare recommendations on the strategy of heat energy production
from biomass and natural gas substitution, and to propose the introduction of amendments to MEPs.

5. Prepare and publish the Manual on the Development and Implementation of Projects on Energy Use
of Biomass in the Housing and Communal Services Sector and in Public Buildings.

6. Present the Manual and to conduct a one-day specialized training seminar “Feasibility Study
Preparation for Investment Projects on Use of Biomass for Heat Energy Production in Ukraine” for
the representatives of partner cities, communal utilities and stakeholders in Kyiv.

7. Select one project in each partner city on heat energy production from biomass, and conduct a
teasibility study of a pilot project, prepare an investment proposal and to present the pilot project to
the municipality and potential investors (private and financing organizations) for financing,

8. Inform the stakeholders periodically on the course and successes of Project implementation on the
Web-page of project’s implementer NGO REA) and in social networks.

REA accomplishments during the reporting period:

e Task 1: Conducted a training seminar to increase the awareness of local partners regarding natural
gas substitution with biomass. The seminar was organized in cooperation with SAEE. The event was
attended by representatives of Ministries (Finance, Energy, Economy, Ecology and Natural
Resources, Construction, Regional Development, Housing and Communal Services), local NGOs
and think tanks.

e Taskl: Conducted an analysis of EU 2009/28/€C directive implementation in Ukraine. As a result
of the analysis it is proposed to amend governmental decree #791 dated September 3, 2014, in order
to harmonize it with Energy Community member obligations.

e Task 2: Conducted a two-day seminar for Project partner cities, communal enterprises and private
partners (investors). The seminar focused on increasing partner awareness of the existing benefits
resulting from natural gas replacement with biomass, biomass resource potential, technologies and
potential funding sources. The seminar included site visits to operational boiler houses utilizing
biomass for heating in Kyiv and Kyiv Oblast. The event was attended by over 40 representatives.

e Task 5: Developed a concept for the Manual on Development and Implementation of Projects on
Energy Use of Biomass in the Housing and Communal Services Sector and in Public Buildings.

e Task 8: Developed information materials and made relevant placements on the REA NGO website.
Monitoring and Provision of Technical Assistance to Implement Capacity Building Plans

During the reporting period MERP regularly monitored NGO progress against parameters stated in the
Capacity Building Plans and monitoring score cards. In particular, this included reviews of documentation
developed by the NGOs and regular meetings/communications with NGO management and responsible
personnel.

The Project prepared a request for proposals to provide assistance to local NGOs to review and implement
organizational policies and procedures. Relevant support will be provided during May-August 2015.

In addition, the project is planning to engage Ernst & Young (EY) to conduct a review of the Renewable
Energy Agency (REA) NGO to assess its progress with implementing policies and procedures in compliance
with USAID regulations. The review is expected to be based on non-U.S. Organization Pre-Award Survey
(NUPAS) guidelines and conducted in May 2015. This will form a basis for the provision (if necessaty) of
additional technical assistance and funding to Renewable Energy Agency to ensure compliance with USAID
criteria
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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 have 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 the reporting period, MERP signed an MOU on cooperation with the Ministry of Ecology and
Natural Resources on GCC and LEDS. Under this Memorandum, the Ministry and the Project will cooperate
on activities, such as: improving the normative and legal framework in regard to clean energy; creation of
favorable conditions for finding investors in the clean energy sector; GOU institutional capacity building and
dissemination of international experience, and enhanced GOU capacity in developing a low emission policy.
The Ministry agreed to establish a Climate Change Working Group to serve as a platform to support Project
activities.

Inter-Agency Coordination and EC-LEDS Capacity Building

The Ministry of Ecology and Natural Resources established a Working Group on State Climate Policy
Development. The Working Group is a first step in implementing the recently signed MoU between the
Project and the Ministry. This Working Group has a broad scope of functions, including those of identifying
and formalizing the State’s climate low-emission development policy, especially with a view toward the
upcoming Conference of the Parties in Paris scheduled for December 2015 and new global climate agreement.
The newly-updated mandate of the Ministry of Ecology and Natural Resources was approved by the Cabinet
of Ministers in early February 2015, and re-enforces and expands the climate change functions of the Ministry
to intensify its relevant work on LEDS and GCC.

The first introductory meeting of the State Climate Policy Development Working Group took place in the
Ministry of Ecolgy and Natural Resources. The meeting was chaired by the newly appointed Deputy Minister,
Mr. Kurykin, and attended by national experts, international technical assistance projects, EU Delegation,
Embassy of French, National Academy of Science, civil society institutions, and NGOs. The Working Group
discussed the scope of work on developing a national climate policy, the best available format for the State’s
climate legislation framework, and core elements of such policy, among other issues. Another discussion to
identify and formalize elements of Intended Nationally Determined Contributions (INDCs) with a view
toward preparing for thr upcoming Conference of the Parties in Paris in December 2015 and new global
climate agreement took place during the meeting. Short-term planning of activities was decided as the best
approach. The Project was assigned to coordinate the work on developing a draft work plan for the
upcoming year.

MERP organized the first meeting of the Expert Sub-Group of the Working Group on State Climate Policy
Development under the Ministry of Ecology and Natural Resources. This sub-group discussed the
approaches to state climate policy development and its format, as well as INDC formulation issues. The sub-
group was also given a task to develop a draft work plan for the Working Group activities. In this regard, it
was agreed that the Working Group under MinEcology would concentrate on two streams: climate policy and
INDC:s. The participants also agreed to appoint coordinators for each stream and to meet at least once in two
weeks. The meeting was organized under Chatham House Rules. It was attended by Ministry of Ecology and
Natural Resources, Verkhovna Rada Environmental Committee, technical and policy experts, the scientific
community, and technical assistance project representatives.

MERP continued coordination meetings with international donors and technical assistance projects dealing
with climate LEDS related issues. The EU-funded regional Clima-East project coordination meeting took
place in late March to align the assistance for MinEcology on the INDC preparation process and elements.

During the week of March 23-27, representatives from the Project’s US-based subcontractors CCS and DWG,
namely Mr. Tomas Peterson, Mrs. Loretta Bauer, Mr. Gary Goldstein and Mr. Pat Delaquil, along with
MERP EC-LEDS Task Leader conducted numerous meetings with representatives of MinRegion,
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MinEcology, State Agency for Energy Efficiency, First Deputy Minister of MinEconomy, a member of the
Verkhovna Rada Environmental Committee, Ukrainian Chamber of Commerce and Industry, TA projects in
LEDS and sectoral NGOs. The purpose of those meetings was to give presentations on the LEDS concept
and to learn more about the short-term and long-term priorities of the relevant ministries and state agencies
in order to prepare for an efficient EC-LEDS capacity building training in June 2015 and to conduct
mentoring/feedback sessions with state official bodies on TIMES-Ukraine applications. DWG and CCS
presented best international practices in LEDS and the TIME/MARKAL model application duting expert
meetings of the Working Group on State Climate Policy Development, organized by the Project. CCS also
moderated the introductory meeting with potential trainers for LEDS Action Plan Development organized by
the Project.

National GHG Inventory System Enhancement and MRV

The Draft National GHG Inventory Report submission for 2015 has been developed and placed on the
MinEcology website for public discussion. The Project will provide support to address comments and
proposals, if any, during the process of public consultations. MERP hosted the first Expert Group Meeting
on MRV Legislation and Implementation, which was established under the MinEcology Working Group on
ETS implementation. This Expert Group addressed the issues of establishing an MRV system as a first step
to domestic ETS, core elements of a national MRV system, coverage and timeframes. The Project, national
and international experts, MinEcology and the National Chamber of Trade and Commerce attended the
meeting.

TIMES-Ukraine Analytical and Modeling Support

MERP continued updating and populating the TIMES-Ukraine model with baseline and alternative scenarios
of Ukrainian energy sector development to 2050, as well as estimations of greenhouse gas (GHG) emissions
for each scenario and their combinations. The TIMES-Ukraine model is a convenient and reliable tool for
research of the long-term dynamics of GHG emissions that occur during the extraction, transformation, use
and consumption of energy resources, as well as an assessment of potential and priority guidelines for their
reduction. In addition, this model has a flexible modeling system and can be relatively easy improved or
extended.

The TIMES-Ukraine modeling tool update activities continued taking into account the urgent need to
provide elements for the INDC national process established by the MinEcology Working Group on State
Climate Policy Development. The second TIMES-Ukraine training, “Low Emission Development Modelling
and Strategic Planning: TIMES-Ukraine Model” for state officials took place on March 25, 2015. The seminar
was conducted together with MERP US subcontractor experts from the TIMES/MARKAL company
Decision Ware Group, Mr. Gary Goldstein and Mr. Pascal Delaquil. Over 50 participants from
MinEconomy, MinEnergy, MinRegion, MinEcology, MinInfrastructure, State Agency for Energy Efficiency,
National Academy of Science institutions, representatives of private business and Ukrainian Chamber of
Commerce and Industry, renewable energy and climate change NGOs and the expert community,
participated in this second training. Instructors presented several LEDS alternative scenarios along with a
reference scenario and colleccted sectoral feedback from ministry representatives and the expert community.
The next training on TIMES-Ukraine modeling is scheduled to take place in May and June 2015.

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

LEDS Legislation Support

MERP continued assisting GOU agencies on developing and approving key policies, laws and regulations on
clean energy, i.ec., energy efficiency, renewable energy, and climate change. The Project assisted the Rada
Committee to prepare a bill on ESCOs (based on EU Directive 2006/32/EU) for the second reading in the
full legislature. MERP also contributed to the review and comments of the Draft National Action Plan on
Energy Efficiency. The Project coordinated its activities with energy efficiency experts from EU Delegation
Ms. Jurate Juodsnukyte and Mr. Krzysztof Gierulski. Specifically, the experts discussed the amendments
needed for the Draft National Action Plan on Energy Efficiency (its approval is required by Ukraine’s
commitments to EU Energy Community) andk the bill on Energy Efficiency in Buildings (equivalent to EU
Directive EPBD2). They concluded that there was a significant delay in approving these important energy
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efficiency policies and legislation due to business interests of some Rada deputies representing the real estate
and construction lobby. It was agreed to continue supporting the development and approval of these legal
documents and to organize a training workshop for Rada Deputies on the benefits to local business of the
adoption of EU Directives on energy efficiency. MERP assisted State Agency of Energy Efficiency (SAEE)
on implementation of EU Directive 2009/28/EU. The Project contributed to the development of the
calculation methodology on the part of renewable energy in Ukraine’s energy balance.

Supporting EE and RE Technologies

MERP finalized the major work on the Technology Needs Assessment (TNA) Manual and Brief TNA for
Iron and Steel Sector, as a first step for sectoral LEDS policies. This is the first TNA made in Ukraine. It is
an important milestone for LEDS policies, which was conducted upon request of Ministry of Economic
Development and Trade.

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

The Project developed a comprehensive concept on the establishment of the EC-LEDS database. The
Project will discuss with key stakeholders and USAID the best options for establishing this database.
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C.4 PERFORMANCE INDICATORS
The M&E Plan was prepared and submitted to USAID COR for review and approval. The Plan was approved by USAID in April 2014.

Collection
Unit of Measurement and and Base
Data Source Reporting line
Frequency

Key Performance Indicator

Project Purpose: Enhanced Energy Security

Units: Tons of oil equivalent/per thousand of Data
USD 060 cqlle
Energy Intensity (context indicator) Sources: GOU (State Statistics Committee, Annually! ' nla ction n/a n/a nla nla
. . . 2012 in
01 Ministry of Economy, SAEE); World Bank; IEA proc
: Reports ess
Definition: Energy Intensity as Units of energy per unit of GDP
Justification: Context indicator provided by the USAID Mission. This measures the energy efficiency of a nation's economy.
Disaggregated By: N/A
Data
Unit: percentage colle
Net energy imports as a percentof | Sources: GOU (State Statistics Committee 379 ction
energy use (context indicator) and Ministry of Energy); World Bank; IEA Annually 2012 n/a in na na nfa na
0.2 Reports proc
ess

Definition: Ratio of net energy imported and energy used for all economic sectors.
Justification: Context indicator provided by the USAID Mission. This measures dependence of Ukrainian economy from imports of energy resources

Disaggregated By: N/A

Data
Unit: metric tons of CO2 equivalent per colle
Emission Intensity (context indicator) g‘gﬂfﬁ:sd_ lé%% (State Statistics Committee Annually 220(‘13 nla Cti'r?n n/a n/a nfa n/a
03 and Ministry of Environment); World Bank proc
ess

Definition: Emission Intensity as Ratio of GHG emissions produced by Ukraine’s economy to GDP
Justification: Context indicator provided by the USAID Mission. This measures the average GHG emission rate from national economic activities

! For all context indicators we expect 4 to 7 months lag for FY required M&E Plan reporting of ACTUAL numbers. Municipalities, GOU entities are only available on a calendar year (CY), NOT quarterly
basis, and even then NOT UNTIL CY annual reports are released in March-April time frame. For international organizations’ index data, we expect lag of 12 months.
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Year 4 Total

Collection

Unit of Measurement and and
Data Source Reporting
Frequency

Key Performance Indicator

Disaggregated By: N/A

0*
. . *Dat
Unit: Number of people, in thousand
Number of beneficiaries with Sources: Implementing partners; Energy a|1|
improved energy services due to companies / utilities; Municipalities, Ministry of Annually 0 120 g?ioﬁ 700 580 400 1,800
USG assistance Regional Development, Construction, Housing in
and Communal Services (MinRegion) proc
04 ess

Definition: This is the number of people who benefit from improved energy services due to USAID assistance. lllustrative examples of improved energy service include a new electricity connection,
improved cook stove, or access to gas, increased number of hours of electricity service, and reduced outages and voltage fluctuations.

Justification: This is standard indicator 4.4.1-31. The number of beneficiaries of USAID- assisted energy services indicates increased availability of energy for more rapid and sustained economic
growth and social development.

Disaggregated By: Geographical unit, gender

Objective 1.0: Improved Energy Policies

49.01
Calcul Data
_ . o ated cc_)IIe
Index of environmental performance | Unit: Aggregate Index based on 25 indicators A ) ction
™ > B nnually in nla . nla nfa nla nfa
(context indicator) Sources: Columbia University 2014 in
(2012 s
101 data)
o Definition: Environmental performance index based on the experience of the Yale Center for Environmental Law and Policy (YCELP) and the Center for International Earth Science Information Network
(CIESIN) at Columbia University. “Index” as an aggregate of performance indicators, which generally implies conversion to common units (or a unitless scale) and weighted or unweighted aggregation
(i.e., averaging, adding, or applying other mathematical operations)
Justification: Context indicator provided by the USAID Mission. The strength of the EPI is in its expert consensus-based framework that identifies critical environmental policy issues and calculates
scientifically rigorous metrics on a common and comparable scale
Disaggregated By: N/A
Number of laws, policies, strategies, | Unit: Number of documents
plans, agreements or regulations Sources: Implementing partners; Ministry of
addressing climate change and or Energy; MinRegion; Ministry of Environment;
biodiversity conservation officially Minis%/y of Ecogomy; RadayCommittees; Annually 0 2 4 3 4 s 12
proposed, adopted, or implemented | Association of Ukrainian Cities; NECSRC;
1.02 as a result of USG assistance SAEE

Definition: Laws, policies, strategies, plans, agreements or regulations include those measures developed to address climate change and/or biodiversity conservation issues. If a measure is not yet
adopted, it must at least be formally proposed within an official government process to be reported.

Justification: This is standard 4.8.2-28 that measures critical adoption of Climate Change laws, policies, strategies, regulations needed for municipal energy reform. Activities use this indicator to
monitor achievement towards targets related to results statements of the adaptation results framework. USG programs aggregate data for this indicator to track progress of the global portfolio towards
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Key Performance Indicator

Unit of Measurement and

Data Source

high-level outcomes of the adaptation pillar.

Collection
and
Reporting
Frequency

Disaggregated By: Type of documents and their approval stage (based on legal score card)

Year 4

Total

Sub-objective 1.1 Legislation that supports CE/EE investments is in force

; Under Data
Unit: Aggregate Index devel colle
Business Environment for Energy Sources: World Bank Group leads the ction
Index (context indicator) preparation of the BEE indeg in close Annually ?Erge n/a in n/a nfa n/a na
collaboration with other MDBs WBy proc
1.11 ess
Definition: Business Environment For Energy (BEE) Index (administered by Clean Investment Fund). The BEE index tracks policy indicators related to improving the business environment for
investments in renewable energy, energy efficiency, and energy access in each country
Justification: Context indicator provided by the USAID Mission. The BEE index permits the analysis of the progress on enabling environment conditions for each country, as a benchmark for monitoring
progress over time.
Disaggregated By: N/A
Number of policy reforms/ laws/
regulations/administrative Unit: Number of documents
procedures drafted and presented . . s
for public/stakeholder consultation to | S0Urces: Implementing partners; Ministry of
enhance sector governance and/or Engrgy, MinRegion; Mlnlstry of Enwropment, Annually 0 5 13 4 4 3 16
faciltate private sector participation | Ministry of Economy; Rada Subcomitee on
and competitive markets as a result C_o_mmunal Serw.ces, Association of Ukrainian
1.1.2 of USG assistance Cities; NECSRC; NERC

Definition: Number of reforms, regulations, and procedures drafted by USG implementers and discussed with local stakeholders.

Justification: This is standard 4.4.1-33 FAF indicator that measures critical adoption of policy/procedural improvements needed for sector reform. An improved enabling environment is essential for

attracting investment and improving the sustainability of all energy services.
Disaggregated By: Type of documents and their approval stage (based on legal score card)

Intermediate result (outcome) 1.1.2.1 Advanced coordination of GOU and donors established

1121

Number of GOU Working Groups
meetings assisted by USG to
support legal and regulatory
municipal energy reforms

Unit: Number of Working Groups meetings
Sources: Implementing partners; Ministry of
Energy; MinRegion; Ministry of Environment;
Ministry of Economy; Rada Subcommittee on
Communal Services; Association of Ukrainian
Cities; NECSRC

Semi-
annually

17
(34)

30

Definition: Number of GOU WG meetings organized and assisted by the project experts to advance improvement of legal and regulatory environment of municipal energy reform
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Year 4 Total

Collection
Unit of Measurement and and

Key Performance Indicator Data Source Reporting

Frequency

Justification: This is project level indicator measuring project efforts in coordinating GOU agencies in municipal energy reform
Disaggregated By: N/A

Advanced e-based donor . o

coordination platform developed and Unit: Process |nd|cat'or (S1-s4) Semi- 0 sUs2 | sus2 | s3isa s4 s4 sS4
used to support municipal energy Sources: Implementing partners; Donors annually

reform

1122 Definition: E-based platform developed to support advanced donor coordination on municipal energy reform. Process indicator: S1 — concept developed; S2 - technically implemented; S3 — training

organized; S4 — e-based tool is used

Justification: Indicator of improved donor coordination with support of IT-tool. Support and facilitate exchange of agenda, legal and technical documents, public outreach materials and best practices
Disaggregated By: N/A

Sub-objective 1.2 GOU implement a sound LEDS-REDS

Unit: Number of entities

Sources: Implementing partners; Ministry of
Energy; MinRegion; Ministry of Environment Annually 0 8 7 8 7 2 25
Ministry of Economy; Rada Committees;
Professional Associations; Municipalities
12 Definition: Institutions with improved capacity to address climate change issues have new or increased ability to use new or different approaches, processes, strategies, or methodologies to mitigate
and/or adapt to climate change. Measuring improved institutional capacity to address climate change an initial baseline assessment of the targeted capacity and a post-intervention assessment.
Relevant institutions include partner government or regional government institutions (such as ministries, departments, or commissions), private sector entities, local civil society organizations, and trade
unions, among others.

Justification: This is standard indicator 4.8.2-14 that measures government ability and improved capacity to implement LEDS-REDS

Disaggregated By: Type of entities

Intermediate result (outcome) 1.2.1. Better understanding of GCC and LEDS-REDS issues

Unit: Number of people
Sources: Implementing partners; GOU Semi- 0 200 | 256 | 200 300 300 1000
entities; Municipalities; Industry professionals annually
and their associations

Number of institutions with improved
capacity to address climate change
issues as a result of USG assistance

Number of people receiving training
in global climate change as a result
of USG assistance

121 Definition: Training is defined as a learning activity for participants involving: 1) a setting intended for teaching or transferring knowledge, skills, or attitudes; 2) formally designated instructors or lead
persons; and 3) a defined curriculum, learning objectives, and outcomes. This indicator focuses on delivery of training that was made possible through full or partial funding from the USG. This could
include provision of funds to pay teachers, providing hosting facilities, or other key contributions necessary to ensure training was delivered.

Justification: This is standard 4.8.2-6 GCC indicator that measures increased knowledge on GCC and LEDS-REDS

Disaggregated: Gender

Intermediate result (outcome) 1.2.2 Better use of analytical tools for LEDS-REDS

Number of GOU and local Unit: Number of entities
government entities using TIMES- Sources: Ministry of Energy; MinRegion; Semi-
122 Ukraine model or MEIS for planning | Ministry of Environment; Ministry of Economy; 0 8 7 6 5 1 20
o . > annually
and projections GHG emission municipalities
reduction SAEE; SAEI; Implementing partners
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Collection

Unit of Measurement and and Base
Data Source Reporting line
Frequency

Key Performance Indicator

Definition: Number of national and local government entities trained on TIMES-Ukraine or MEIS and able to use model for LEDS-REDS (j.e. SEAPS)
Justification: Indicator of capacity building on TIMES-Ukraine at the GOU level and MEIS at the municipal level which ensures analytical support for LEDS-REDS
Disaggregated By: Type of entities
Sub-objective 1.3 GOU apply improved tariff methodologies and target household subsidies
Number (and percentage) of GOU-
regulated utility companies that
apply cost-reflective, incentive-
based tariff(s) as a result of USG
131 assistance
Definition: Number of regulated utilities that applied cost-reflective methodology with incentive towards EE investments
Justification: Indicator of introduction of cost-reflective tariffs that lead to EE investments in municipal utilities
Disaggregated By: Geographic unit
Percentage of Ukraine consumers
served by GOU-regulated utility
companies that apply cost-reflective,
incentive-based tariff(s) as a result
132 of USG assistance
Definition: Percentage of consumers served by regulated utilities that apply new cost reflective incentive based tariff methodology
Justification: Indicator of introduction of cost-reflective tariffs that lead to better service to end-consumers
Disaggregated By: Geographic unit
Intermediate result (outcome) 1.3.2.1 Improved capacity of the Regulator and utilities on developing and using incentive tariffs and benchmarking methodologies

Unit: Process indicator (S1-S4)

Sources: NECSRC ; Municipal utilities;

Implementing partners

13211 Definition: National Energy and Communal Services Regulatory Commission improved its capacity to regulate utilities in accordance with the best international practices. Process indicator: S1 — OCA

conducted to identify areas for improvement; S2 — Capacity Building Plan prepared and implemented; S3 — Regulatory Information Management System developed and operational; S4 — International

Best practices transferred and used

Justification: Indicator of capacity building for NECSRC. Measures progress of improved regulatory capacity to support market reform

Disaggregated By: N/A

Transparent incentive based tariffs Unit: Process indicator (S1-S4) Semi-

methodologies developed and Sources: NCCSMR; Municipal utilities; 0 Sus2 | Sus2 | S2 S3 S4 S4
. ) annually

approved by National Regulator Implementing partners

13212 Definition: Methodologies for cost-recovery incentive tariffs developed with assistance of USG programs. Capacity built for the Regulator, its regional offices and municipal utilities to use them. Process

indicator: S1 — Methodologies developed and approved; S2 - Training and capacity building seminars provided; S3 - Methodologies tested on pilot utilities; S4 — Enforcement started

Justification: Indicator of introduction and capacity building on new tariff and benchmarking methodologies needed to improve financial and operation performance of municipal utilities

Disaggregated: N/A

Unit: Number of companies
Sources: NECSRC, regulated utiies, Annualy | 0 | 0 | 0 | 0 10 % 100
associations of utilities, municipalities,
Implementing partners

Unit: Percentage
Sourqeg: NECSRQ, regulageq ut.|ll|t|es, Annually 0 0 0 0 2 18 20
associations of utilities, municipalities,
Implementing partners

Semi-
annually

Energy market Regulator’s capacity

as a result of USG assistance 0 SUS2 | Sus2 | S2Is3 S3 S4 s4
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Year 4 Total

Collection

Unit of Measurement and and
Data Source Reporting
Frequency

Key Performance Indicator

Intermediate result (outcome) 1.3.2.2 Adverse effect of tariff increases on vulnerable population is mitigated

Number of people that benefit from
strengthened social policy and
improved subsidies system (direct,
1.3.2.2 means tested, monetized)
Definition: Number of people in the cities involved in improved social safety-net protection program developed with USG assistance
Justification: Indicator of improvement of subsidies system needed for enforcement of cost-recovery tariffs

Disaggregated By: Geographic unit; gender

Sub-objective 1.4 GOU applies modern EE standards

Unit: Number of documents

Unit: Number of people Semi-
Sources: Implementing partners; Ministry of annuall 0 5,000 | 2,000 | 10,00 20,000 25,000 60,000
Labor; State Statistics Agency; Municipalities y

Number of EE and CE standards . X . - 5
developed and approved by the Sources: Implementing partners; MinRegion; Semi 0 9 9 2 2 0 6

GOU as a results of USG assistance MinEgor]omy; SAEE; professional annually
1.4 associations
Definition: Number of EE and CE standards prepared and approved with USG assistance

Justification: Indicator of improvement of energy standards in accordance with requirements of Energy Community
Disaggregated By: N/A

Objective 2.0: Increased Energy Efficiency

Unit: Million Cubic Meters of gas

Sources: Implementing partners; GOU Annually 0 0 0 | 70 83 13 266
entities; Municipalities; private partners;
utilities; IFIs; commercial banks
Definition: Measures the amount of energy saved through efficiency or substitution measures indicated in SEAPs , LEDS-REDS sectorial strategies and implemented with USG assistance. It takes into
account total savings over a five-year long project life.

Justification: Indicator of energy saved from implementation of policy and project measures.

Disaggregated By: Geographic unit

Sub-objective 2.1 Increased access to CE production and EE improvement services
Unit: Number of projects

Energy saved as a result of USG
assistance?

2.0

Number of CE/EE improvement Sources: Implementing partners; Energy
projects prepared and implemented | companies / utilities; Municipalities, Annually 0 0 0 6 5 4 15
2.1 as a result of USG assistance MinRegion, IFls, commercial banks and

private investors

Definition: Number of CE/EE projects prepared for IFIs, commercial banks, or private sector investments by project experts, including feasibility studies, business plans, technical specifications, tender
documents

2 Indicator targets for Energy Saved use economic and energy price assumptions. If economic situation changes dramatically (more than 20% i.e. currency exchange rate), we will recommend revision of the
proposed targets for this indicator.

USAID MUNICIPAL ENERGY REFORM PROJECT — SIXTH QUARTERLY REPORT 38



Collection

Unit of Measurement and and Base

Key Performance Indicator Data Source Reporting line

Frequency

Justification: Indicator that municipalities and utilities are moving forward productively in preparation of investment proposals and securing funding for making CE/EE improvements
Disaggregated By: Geographic unit
Intermediate result (outcome) 2.1.1 Sustainable energy planning and energy management introduced

34
Number of low emissions Unit: Number of plans . unde
development strategies developed S ol i fners: E Semi- 0 6 r 5 4 0 15
as a result of USG assistance o;rci?. Tptﬁi]:iqen' II\rJlgr?iai niils nergy annually devel
(LEDS, SEAP, other) companies f utiities, Municipaiities opm
2111 ent)

Definition: Number of strategic action energy plans developed, completed and presented for approval in 15 cities (in accordance with Covenant of Mayors requirements) with project assistance.

Justification: Indicator that selected municipalities are taking productive steps toward developing and implementing a long-term, economically efficient, and environmentally sustainable energy

strategy, using where possible renewable energy sources.

Disaggregated By: Geographic unit

Number of cities involved in energy Unit: Number of cities Semi-

management as a result of USG Sources: Implementing partners; 0 6 7 5 4 0 15
; A . annually

assistance Municipalities and utilities

Definition: Number of cities that developed and approved energy management systems based on 1SO 50001.

Justification: Indicator of energy management systems in the cities to sustain municipal energy reforms

Disaggregated By: Geographic unit

Sub-objective 2.2 Expanded opportunities for training in CE/EE

Unit: Number of persons-hours in training.

2112

Person hours of training completed

in technical energy fields supported | SCUrces: Implementing partners;, GOU. Anually | 0 | 3680 | 7,328 | 3200 2,400 1,280 10,560
. entities; Municipalities; Industry professionals
by USG assistance : e
and their associations

Definition: This indicator uses the following equation (number of trainings x number of persons x number of hours) to express the number of USG-supported training hours that were completed by

training participants
Justification: This is standard indicator 4.4.1-34. Indicator of capacity building to ensure future ability to reform and sustain the sector reforms.
Disaggregated By: Type of person trained; type of training provided; gender

Intermediate result (outcome) 2.2.1 Local capacity to implement CE/EE initiatives through direct donor awards is improved

Number of local organizations Unit: Number of organizations
engaged in capacity building to Sources: Implementing partners; Semi- 0 3 5 2 0 0 5
921 prepare for receiving direct donor Municipalities; NGOs, Industry professionals annually
e assistance associations
Definition: Number of local NGOs and professional associations involved in training on improved organizational, financial management, HR, and technical capacity to be qualified for USAID and other
donor funding
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Year 4 Total

Collection
Unit of Measurement and and

Key Performance Indicator Data Source Reporting

Frequency

Justification: Indicator of capacity building for local NGOs and professional associations to ensure future ability to reform and sustain the sector reforms.
Disaggregated By: Geographic unit
Sub-objective 2.3 Increased public appreciation of EE benefits
Unit of Measure: Percentage of people
Sources: Implementing partners;
Municipalities; Industry professionals Annually 0 5 10 10 10 25 50
associations and CSOs; utilities; HOAs
associations and Resource Centers
Definition: Percentage of people surveyed who express support of a shift to energy efficiency and clean energy measures
Justification: Indicator of how USG assistance improved public awareness and support to municipal energy efficiency and clean energy measures in 15 partner cities
Disaggregated By: Geographic unit; Gender
Intermediate result (outcome) 2.3.1 Targeted outreach campaign prepared and implemented

Number of events undertaken to
promote energy-efficient reforms

Public acceptance of energy
efficiency and clean energy
measures as a result of USG
23 assistance

Unit: Number of events

and institutionalize a public Sources: Implementing partners;, Semk- 0 8 12 7 7 8 30
g Professional associations; Municipalities; annually
participation process ”
GOU entities

231

Definition: Number of public events undertaken to promote energy-efficient reforms and institutionalize public participation processes. Includes public opinion surveys, conferences, round tables, high-
level discussions, public hearings, public city councils, hearings and public information campaign activities

Justification: Indicator of how USG assistance support public events needed for official and public acceptance for municipal energy reform, i.e. CE/EE plans, programs, and projects cities
Disaggregated By: Geographic unit

Objective 3.0: More Private Investment in Energy Sector

Amount of investment leveraged in Unit: Millions of US Dollars

U.S. dollars, fr_om private and public Sources: Implg_methl‘ng partngrs; Engrgy ' Annually 0 0 0 55 65 80 200

sources, for climate change as a companies / utilities; investors; banks; IFIs;

result of USG assistance commercial banks

Definition: Funding leveraged, as a result of USAID assistance, for climate change programs, that support actions, activities, projects or programs that reduce or sequester GHGs or increase capacity
3.0 to adapt to the impacts of climate variability and change. Funding may be leveraged from the public sector (e.g., other donors) or private sector financing (e.g., corporate investments) and must be

additional to USG funds invested in a program and must advance the objectives established by the USG-supported program. Leveraged funds can include funding transferred to a common funding
instrument, delivered in parallel or provided in-kind.

Justification: This is standard indicator 4.8.2-10. USG funds are intended to be catalytic and to have sustainable benefits. Sustained private investment is a positive indicator of a supportive enabling
environment.

Disaggregated By: Geographic unit; Investment / Lending source

Sub-objective 3.1 Reduced GHG emissions

Quantity of greenhouse gas Unit: thousand metric tons CO: equivalent

31 emissions reduced or §equest§red S(l).u.rces: Im.pllem.e_nting partners; Municipal Annually 0 0 0 132 157 214 503
as a result of USG assistance in utilities; Municipalities; Energy service
energy, industry, urban, and or companies
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Collection
Unit of Measurement and and Base
Data Source Reporting line
Frequency

Key Performance Indicator

transport sectors * | | | | | | | | | | | | |
Definition: This indicator reports the quantity of greenhouse gas (GHG) emissions, estimated in metric tons of CO2-equivalent, reduced, sequestered, and/or avoided, as a result of USG activities, as
compared to a baseline level of GHG emissions.
Justification: This is mandatory standard indicator 4.8-7. Indicator of GHG emission reduction resulting from all project activities
Disaggregated By: N/A
Intermediate result (outcome) 3.1.1 Based on improved GHG accounting, mitigation actions developed
National Inventory System Unit: Process indicator (S1-S4)
functioning in accordance with latest | Sources: Implementing partners; SAEI;
IPCC requirements MinEcology
3111 Definition: National Inventory System enhanced according to international best practices (IPCC requirements) with expansion to forecasting use and local customization, and deployed.
Justification: Proper accounting of GHG is a basis for GHG planning and mitigation. Process indicator: S1 — Gap analysis conducted; S2 — Recommendations prepared; S3 — Enhancement measures
developed; S4 — Implementation started
Disaggregated By: N/A

Semi- 0

annually S1 S2 S2 S3 S4 S4

Number of climate change mitigation | Unit: Number of tools
tools, technologies and Sources: Ministry of Energy; MinRegion; Semi-
methodologies developed and Ministry of Environment; Ministry of Economy; annuall 0 0 0 2 4 4 10
adopted as a result of USG municipalities and utilities; SAEE; SAEI; y
3112 assistance Implementing partners
Definition: Number of methodologies, technologies and tools developed to support CO2 emission reduction plans and LEDS-REDS implementation
Justification: Indicator of development of enabling tools (i.e. methodologies and technologies) for implementation of LEDS-REDS at both national and local levels
Disaggregated By: Types of tools
Sub-objective 3.2 Increased capacity to identify and use new funding for increasing EE and CE production at the municipal level
Number of CE/EE loans (except Unit: Number of loans
DCA) prepared and executed as a Sources: Implementing partners; IFls, private Annually 0 0 0 2 2 2 6
321 result of USG assistance investors, commercial banks
- Definition: Number of loans for EE and CE projects prepared and executed with assistance of USG
Justification: Indicator of attraction of commercial funding for CE and EE projects at the municipal level
Disaggregated By: Geographic unit
DCA utilization ratio including Unit: Ratio of value of loans issued under Unde
322 number of loans (for all DCA guarantee to total value of guaranteed Annually 0 5 r 10 20 20 55
arrangements) portfolio, in percentage calcu

3 Indicator targets for Quantity of GHG Emissions use economic and energy price assumptions. If economic situation changes dramatically (more than 20% i.e. currency exchange rate), we will recommend
revision of the proposed targets for this indicator.
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Collection

Unit of Measurement and and Base

Key Performance Indicator Data Source Reporting line

Frequency

Sources: Implementing partners; Commercial ‘ lation ‘ ‘ | ‘ ‘ ‘ |
banks

Definition: Measures utilization of DCA partial guarantee by the partner banks for financing of EE projects

Justification: Indicator of utilization of DCA partial guarantee. Used for evaluation of efficiency of DCA program

Disaggregated By: Geographic unit

Intermediate result 3.2.2.1 New financial mechanisms developed and implemented at the municipal level

Unit: Number of mechanisms

Sources: Implementing partners; ESCOs,
private investors, municipalities

3221 Definition: Number of new financial mechanisms prepared and used at the municipal level. It includes concept papers, due diligence documents, and agreements for ESCOs/EPCs, GDAs, PPPs,
others for financing of CE/EE projects

Justification: Indicator of extension of financial mechanisms for CE/EE projects

Disaggregated By: Geographic unit; type of mechanisms

Semi-
annually

Number of financial mechanisms
developed with USG assistance

USAID MUNICIPAL ENERGY REFORM PROJECT — SIXTH QUARTERLY REPORT 42



USAID MUNICIPAL ENERGY REFORM PROJECT — SIXTH QUARTERLY REPORT 43



D. SCHEDULES

Due to the general political and economic crisis in the country described in the section E, the projected
schedule for some activities was delayed for several months.

National level:

Due to the liquidation of two National Regulatory Commissions and establishment of new National
Regulatory Commission on Energy and Communal Services, MERP schedule of activities was affected.

e Accomplishment of milestone M 1.6.1 “New regulatory reporting taught to utilities” was shifted
to April 1 — June 30, 2015

e Accomplishment of milestone M 1.6.2 “10 utilities trained to properly implement accounting
rules” was shifted to June 1- September 30, 2015

e Accomplishment of milestone M 1.7.1 “Capacity of MinRegion improved” was shifted to June 1
— September 30, 2015

e Accomplishment of milestone M 1.6.3 “New regulatory benchmarking system developed” was

shifted to April 1- July 30, 2015

In addition, the political unstable situation in the GOU and Verkhovna Rada delayed the approval of key
CE legislation and regulations developed with Project assistance. Approval of priority CE policies and
legislations (bills: on EE in Buildings, on Metering, and on the Energy regulator, Draft National Action
Plan on EE) is still pending,.

Municipal Level

The war in eastern Ukraine caused delays in the approval of SEAPs in the first group of partner cities.
Seven SEAPs were developed and five already approved. The biggest concern is the city of Kramatorsk,
which has had difficult political debates on the SEAP document developed with MERP assistance,
mainly due to a sizeable pro-Russian lobby in the City Council.

In the second group of partner cities, the major concern was the slow start-up in the City of Kyiv, mainly
due to its large bureaucracy. The City Advisory Committee for SEAP Development in the City of Kyiv
was established only in the middle of March 2015 (about 2 months of delay). The Project informed
USAID COR about these delays on a regular basis and conducted several coordination meetings with
Kyiv City Administration to get political support for the SEAP process.
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E. PROBLEMS

The significant restructuring of GOU agencies and increased GOU attention to the war in eastern
Ukraine affected implementation schedules at the national and local levels. Due to the general political
and economic crisis in the country, some activities were delayed for a one or two month period.

National Level

Most problems are related to the overall unstable social and political situation in Ukraine. There have
been a number of significant political and social events that caused continual political instability in all of
the GOU counterparts that USAID MERP assists. Despite the huge disruption and non-functionality of
the GOU, ministries, and state agencies upon whose actions many MERP activities and
accomplishments depend, the Project continued to work with good effect through cooperative ministries,
working groups, and Rada committees.

Due to GOU instability and the liquidation of the National Communal Services Regulatory Commission
(NCSRC) and of Sate Environmental Investment Agency (SEIA), the completion of some Milestones
was delayed.

Local level

Eastern Ukraine experienced many isolated occurrences of mild to extremely violent social unrest,
generally associated with separatist demonstrations and military aggression. This caused delay of energy
audits and SEAP assistance in several cities in the east and south of Ukraine.
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F. PLANS

Activity 1 - Planned Activities in Quarter 7

Assist GOU High Level Working Group with implementation of GOU reform agenda on EE
and RE.

Assist GOU in implementation of the National Action Plan on RE by developing sub-laws,
incentive mechanisms, and methodologies and in approval of the National Action Plan on EE.

Provide regular assistance to the MinRegion Expert Groups related to the initiation and
development of legal and regulatory documents on municipal EE.

Assist MinRegion in implementation of a Comprehensive Action Plan of substitution of natural
gas by local alternative fuels.

Strengthen donor coordination on municipal EE and RE reforms with support of an e-based
donor coordination platform.

Assist in the development of sublaws and regulations on HOAs needed to support end-use
energy efficiency.

Assist Ministry of Social Policy on enforcement of the new social subsidies procedure.

In coordination with EBRD and GIZ, assist MinRegion and SAEE Technical Committees in
preparing and approving EE standards.

Initiate the development of a new standard as per EN 12831, Heating systems in Buildings —
Method for calculation of the design heat load.

Initiate the development of a new standard as per EN ISO 10077-1, Thermal performance of
windows, doots and shutters — Calculation of thermal transmittance — Part 1: General.

Provide assistance to NECSRC on developing mechanisms for quality assurance in the new tariff
model including the identification of key quality indicators, the selection of which will be based
on best international practice, and accounting for foreign exchange risks in tariff model, etc.

Analyze and assess the efficiency and targeting accuracy of the new housing subsidies program.
Prepare recommendations for its improvement.

Conduct training seminars for regional offices and licensees on the areas of capacity building
according to the agreed curriculum.

Activity 2 - Planned Activities in Quarter 7

Prepare investment proposals (pre-feasibility studies, business plans) on EE and CE projects for
the first group of partner cities.

Prepare technical specifications and conduct training of PIU for the first group of cities.

Organize three SEAP development training seminars for partner cities from the second group.
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Conduct energy audits in the cities to evaluate current baselines and estimate the potential for
EE/CE/GHG emission reduction projects for key municipal setvice areas.

Compile a comprehensive database for each participating city, including characterizations of
multi-dwelling and public buildings, their historical energy use, energy producers and their
transmission systems.

Assist management of cities and utilities in formulating energy management organizatiom charts
with a description of the roles and responsibilities of energy managers.

Continue assisting Bank Lviv on the utilization of USAID DCA for energy efficiency by
providing training to relevant bank departments.

Conduct training seminars and round tables for HOAs and SMEs on end-use energy efficiency
to grow demand for commercial lending from Bank Lviv.

Monitor the utilization rate of USAD DCA with Bank Lviv and provide recommendations on its
improvement.

Assist USAID in discussions with the bank selected for new DCA.
Develop the package of legal and financial documentation needed for ESCO implementation.

Assist in finding investers and implementation of municipal ESCO/EPC (Enetgy Performance
Contracting).

Based on the first group’s SEAPs of first group, identify and prepare concepts for biofuel
private-public partnership (PPP) projects.

Prepare prefeasibility study for biofuel projects.

Establish regular coordination on PR activities with MinRegion PR WG, donors, GOU
Committee of Reforms, CabMin, and USAID’s Office of Transition Initiatives (OTT).

Hold periodic Working Group meetings on communication issues to adjust information strategy
and assure its successful implementation in the cities.

Support City Council Press Offices and NGOs by offering training workshops on PR and
outreach issues to support information campaigns in the cities. Encourage groups to find local
“stars” or prominent community activists who will help mobilize civil society support on clean
energy and energy efficiency issues, particularly practical steps toward behavior change.

For the media, hold expert energy briefings followed by training on the range of soptions
including EE lifestyle, alternative energy resources, OSBB, tariff reform, etc.

Targeted public outreach events in the cities will include Energy Efficiency Days, contests on
EE best practices, other public events and distribution of relevant information materials
including placements of PSAs.

Promote the themes of EE and alternative energy, explain the changes related to tariff reform
through TV and radio media round tables/expert opinions and call-in shows; analytical articles
in electronic and printed media.
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Support public hearings on SEAP to involve the general public into the discussion about priority
areas of EE in Project pilot cities.

Support partners’ web sites and dissemination of best practices.

Activity 3 - Planned Activities in Quarter 7

Review the Renewable Energy Agency NGO’s preparedness to undergo pre-award assessment
based on Automated Directive System (ADS) guidance (NUPAS). The Project will prepare a
report (memorandum) on NGO readiness and submit it to USAID COR.

Provide technical assistance to the Renewable Energy Agency to rectify any deficiencies and to
ensure compliance with USAID criteria.

Continue working with other partner NGOs to implement organizational policies and
procedures and to improve their organizational capacity.

Based on the agreed criteria, jointly with USAID conduct certification of eligibility for at least
one local NGO.

Based on CBPs developed during Year 1 of the Project, assist local partners to improve
organizational procedures and practices e.g., accounting, financing, procurement, reporting,
branding, to meet the criteria of eligibility for direct USAID awards.

Activity 4 - Planned Activities in Quarter 7

Build the institutional LEDS policy planning and implementation capacities of GOU working
groups and broader stakeholders.

Provide on-going National GHG Inventory System inter-agency coordination support.

Establish the LEDS-REDS Work Plan Implementation Working Group, and conduct regular
meetings in order to monitor and update the implementation of the Work Plan.

Strengthen institutional capacity at the State level (MEDT, MinEcology, SAEE) to apply
Ukraine-specific analytical tools such as TIMES-Ukraine for LEDS-REDS purposes.

Develop draft Key Performance Indicator (KPI) for LEDS development and implementation in Ukraine.

Incorporate LEDS-REDS issues into relevant renewable energy and energy efficiency policy and
regulation documents.

Advise and support state bodies, high-level working groups, members of Verkhovna Rada and
state commiittees on climate change issues and the inclusion of climate change in their agendas.

Support development of INDCs and the bill on Climate Change Strategy and present it to
experts and state officials. Conduct a process of broad stakeholder consultations in accordance
with best international practices. Finalize a draft policy paper and propose it for adoption.

Further develop draft MRV regulations and propose them for a broad stakeholder consultation
process on both national and regional levels.

Assist cities and utilities in preparing CE investment projects..

Operationalize and provide on-going technical and substantial support for the LEDS database.
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ATTACHMENT 1

During the reporting period the Project implementation was based on the Municipal Energy Reform
Project Draft Work Plan for Project Year Two, which is provided here as ATTACHMENT 1. The Draft
Work Plan was submitted to USAID COR for approval in the end of August 2014. USAID COR
recommended to follow the Draft Work Plan until its final approval or comments from USAID.

The Draft Work Plan covers all Activities and Tasks of the Project. The right hand column called
“Milestones” lists all Project milestones scheduled to be accomplished in Year Two.
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MUNICIPAL ENERGY REFORM PROJECT

WORK PLAN FOR PROJECT YEAR TWO

August 2014

This document was produced for review by the United States Agency for International Development.
It was prepared by IRG.



YEAR 2 WORK PLAN NARRATIVE

OVERALL APPROACH

The objective of the USAID Municipal Energy Reform Project (MERP) is to enhance Ukraine’s energy security by implementing municipal energy reform
with a focus on CE, EE, and GHG emissions reduction. Based on achievements of Year 1, MERP will support approval and implementation of the key
reform measures at the national and local levels during Year 2.

Under Activity 1, we will continue our support to the GOU and Verkhovna Rada to approve key legislation related to municipal energy reform. The “anti-
crisis reform package” was recently approved by the GOU with aims to increase energy efficiency and to substitute local alternative fuels for imported
Russian gas. MERP will assist GOU and Rada Committees in approving ESCO legislation, the Draft Law on Energy Efficiency in Buildings, metering
legislation, HOA legislation and clean energy legislation. These legal and regulatory changes will ensure energy independence of Ukraine and will comply
with EU Energy Community Treaty requirements. Based on implementation of an e-based platform, we will continue advanced donor coordination to
ensure synergy of donors’ efforts in municipal energy reforms.

MERP will continue assistance to MinRegion and the State Agency for Energy Efficiency (SAEE) in developing energy standards during the second Project
year. MERP will also provide support and advocacy for GOU agencies to approve energy standards developed under Year 1 of the Project.

In close cooperation with the WB, Swedish International Development Cooperation Agency (SIDA) and EBRD, we will continue to support the National
Energy and Communal Services Regulatory Commission (NECSRC) to introduce incentive tariff regulations. During the second year, our experts will assist
NECSRC on evaluation of assets of municipal utilities that are a pre-requisite for incentive regulation. Based on the technical specifications, our experts will
assist NECSRC in organization of procurement of software and hardware needed for tariff regulation and benchmarking of municipal utilities. We will assist
NECSRC in introduction of a reliable benchmarking system and monitoring of quality of services.

In close cooperation with WB social assistance team, our experts will continue assistance to the Ministry of Social Policy to enforce the GOU Resolution on
new system of subsidies to low-income consumers and new system of social norms for communal services (both developed with MERP assistance).

Under Activity 2, the IRG team will continue strategic energy action planning in compliance with the European Covenant of Mayors (CoM). Our work in
the cities includes development of a cooperation strategy that was endorsed by IFIs and USAID. Seventeen partner cities were selected in accordance with
IFIs’ lending strategies/portfolios to ensure a stream of investments in municipal energy efficiency and clean energy projects. During Year 1, MERP updated
the EnEffect MODEL planning methodology for Sustainable Energy Action Plans (SEAPs) needs in Ukraine. The municipal energy information system
(MEIS) was transferred to the cities with functionality of COz inventory and development of emission reduction scenarios. Our experts linked the national
level assumptions used by TIMES-Ukraine modeling with SEAPs. During Year 1, MERP was instrumental in assisting seven partner cities on SEAP
development.

During Year 2, MERP will provide assistance to the second group of partner cities on SEAP development. The MERP team will pursue traditional financing
sources as well as carbon credit sales and EE investment/savings accounts to provide tailored financing for municipal infrastructure investments. Our team
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will establish close cooperation with IFIs to support their programs with cities. Our experts will assist cities/utilities in establishment of PIUs and
preparation of tender documents/technical specifications in accordance with the best international practices.

We will continue supporting Bank Lviv to increase use of its DCA partial guarantee. MERP will assist USAID with extending DCA to other commercial
banks interested in energy efficiency and clean energy lending.

Education and outreach are critical to all tasks. Based on the MinRegion National Information Plan, MERP will continue a targeted information campaign in
the partner cities in close cooperation with other donors and USAID projects (for example OTT). The MERP team will use targeted communication tools to
better inform all levels of society — from the GOU to the Rada, from energy professionals to consumers, from academia to the media. Our experts will
create and deliver targeted messages to educate and advocate for reform in the selected municipalities.

Activity 3 focuses on capacity building of NGOs and government entities to ensure sustainability of Project results and meeting USAID Forward goals.
During Year 1, the MERP team, in close coordination with USAID, selected candidate NGOs, implemented Organizational Capacity Assessments (OCAs)
and developed Capacity Building Plans for those organizations. During Year 2, MERP will continue training the NGOs in key areas identified in their
Capacity Building Plans to ensure they meet USAID eligibility criteria for direct awards. MERP will organize RFA and will issue small grants for these
organizations to support municipal energy reforms.

Based on USAID instructions, MERP suspended G2G related activities.

Activity 4 focuses on EC-LEDS to support GCC initiatives and GHG emissions reduction. The project experts will assist the GOU in meeting LEDS
milestones such as operationalization of interagency coordination unit on LEDS/REDS and develeping LEDS/REDS Work Plan implementation.

Based on the achievement of these milestones, MERP will assist various GOU working groups on LEDS/REDS. It is expected that during Year 2, IRG and
its sub-contractors will provide capacity building on LEDS/REDS for two sectors - iron and steel, and municipal buildings.

RESULTS, TARGETS, MILESTONES, AND DELIVERABLES
Expected results are shown in the Project Performance Monitoring and Evaluation Plan. The MERP milestones and deliverables to be achieved through
implementation of Year 2 Project activities are summarized in the Work Plan table, following this Narrative. The most critical milestones for Year 2 are:

e GOU National Action Plans on EE and RE approved and implementation started

e Improved donor coordination to support key legal and regulatory changes in municipal energy sector

e Key municipal EE and RE legislation and standards developed and approved by the Rada

e Cost-recovery tariffs stimulate investments in municipal EE and RE projects

e Regulatory Information System is fully operational

e New system of social subsidies to low-income consumers operational

e SEAPs of the first group of cities approved by the city authorities, submitted to EU
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e IFIs financing attracted in the first group of cities

e Insitutional basis and capacity built for SEAPs in second group of cities.

e SEAPs of the second group developed and discussed with local communities.

e Energy Management Systems established in partner cities

e Atleast two grants of MERP awarded to local NGOs involved in municipal energy reform
e NGO certification of eligibility conducted for direct grants of USAID

e Finalization of State Climate Change Policy Legislation Act on LEDS

e Full operation of TIMES-Ukraine climate change and GHG modeling

e LEDS Database up and running

TIMELINE

MERP is a four-year contract that officially began on September 27, 2013. The timeline for Year 2 is presented in the Gantt chart section following the
Work Plan table. The Gantt chart delineates a timeline of activities, milestones, deliverables, and expected results.
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MERP IN UKRAINE

WORK PLAN FOR PROJECT YEAR TWO

Activity 1: Improve Clean Energy Regulatory And Legislative Enabling Environment

Expected results: Critical reform legislation is developed and supported by key stakeholders; Overall clean energy enabling environment is improved; The National Utility
Regulation Commission’s capacity for effective, transparent and socially-responsible regulation is improved; Cost-reflective, incentive-based tariff regulation is applied in

Ukraine; Adverse effect of tariff increases on vulnerable population is mitigated; Cost recovery ratio in heat tariffs is improved

Task Activities

Implementation

Outcomes / Deliverables / Results

Milestone / Comments

Task 1.1 Developing Enabling Legislative IRG Consultants, |Quarters 1, 2, 3, 4 | Passage of key draft laws and sub-laws needed |Coordinated donor support
and Policy Environment Partners for MER implementation; Donor coordination leads to approval of key
platform improved and supportive to reforms policy and legislative
documents on municipal EE
and RE
Assist GOU High Level Working Group lead by |IRG STTAs, October 1, 2014 — | Analytical documents, assessment reports,
VPM on implementation of GOU reform agenda JurEnergo, September 30, comments and recommendations on GOU legal and
on EE and RE MDI 2015 regulatory acts
Assist GOU in implementation of the National IRG JurEnergo, January 1 — Draft documents, assessment reports, and
Action Plan on RE by developing sub-laws, Association of | September 30, materials on RE
incentive mechanisms, and methodologies Biomass 2015
Assist GOU in implementation of the National |IRG JurEnergo, January 1 — Draft documents, assessment reports, and M 1.1.1 Implementation
Action Plan on EE by developing sub-laws, local EE September 30, materials on EE started of GOU National
incentive mechanisms, and methodologies associations, 2015 Action Plans on EE and RE
STTAs
Provide regular assistance to the MinRegion IRG STTAs, October 1, 2014 — | Analytical documents, assessment reports,
Expert Groups related to initiation and JurEnergo, September 30, comments and recommendations on MinRegion
development of legal and regulatory documents MDI 2015 legal and regulatory acts
on municipal EE
Assist MinRegion in implementation of IRG Association of |October 1, 2014 — | Assessments, reports, and recommendations on

Comprehensive Action Plan of substitution of

Biomass,

June 30, 2015

technical documents and materials related to
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natural gas by local alternative fuels STTAs substitution of natural gas
Strengthen donor coordination on municipal EE |IRG STTAs October 1, 2014 — | Minutes of donor meetings, support letters and M 1.1.2 Improved donor
and RE reforms with support of e-based donor July 30, 2015 analysis coordination to support key
coordination platform legal and regulatory changes
in municipal energy sector
In coordination with EBRD and IBSER, support |IRG JurEnergo, October 1 — ESCO legislation adopted by the Rada
MinRegion in adoption of ESCO legislation by OPORA December 30,
the Rada 2014
In coordination with EU and EBRD, support IRG JurEnergo October 1 — Law on Energy Efficiency in Buildings adopted by
MinRegion in adoption of Draft Law on Energy December 30, the Rada
Efficiency in Buildings by the Rada 2014
In coordination with IFC, support adoption of IRG MDI, OPORA | October 1 — Law “On peculiarities of the right of ownership in a
HOAs legislation in the Rada December 30, multi-family residential building” adopted by the
2014 Rada
Assist in development of sublaws and IRG MDI January 1 — June |Draft resolutions and regulations of GOU entities
regulations on HOAs needed to support end- 30, 20015
use energy efficiency
In coordination with public platform IRG JurEnergo, October 1 — Draft law on metering prepared and discussed with
“Reanimation Package of Reforms” and OPORA December 30, key stakeholders
MinRegion update Draft Law on Metering 2014
Assist Rada Committees on adoption of the IRG JurEnergo, January 1 — March | Draft law on metering approved by the Rada
Draft Law on Metering OPORA 30, 2015
Assist GOU in amending legislation to mitigate |IRG JurEnergo, February 1 —May |Draft law which amendments to housing and
legal collisions resulted from adoption of the OPORA 30, 2015 communal services legislation prepared and
Law 1198 discussed with key stakeholders
Assist Rada Committees on adoption of IRG JurEnergo, June 1 — August | Draft law with amendments to housing and M 1.1.3 Key municipal EE and
amendments to housing and communal OPORA 30, 2015 communal services legislation adopted by the Rada | RE legislation developed and
services legislation to mitigate legal collisions of approved by the Rada
the Law 1198
Organize presentations and public discussions |IRG OPORA, MDI, |October 1, 2014 —| Materials and presentations from public events.
of the draft legislation/regulations with industry JurEnergo September 30,
specialists, associations, and NGOs 2015
Task 1.2 Supporting Energy Efficiency IRG Consultants, |Quarters 1, 2, 3, 4 | Preparation and passage of key standards; Ukrainian Energy Standards

Standards

Partners

Improved capacity of GOU entities to develop
and enforce new standards and norms

comply with EU Energy
Community
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recommendations

In coordination with EBRD and GIZ, assist IRG STTAs, ENSI, |October 1, 2014 — | Minutes of meetings of Minregion and SAEE
MinRegion and SAEE Technical Committees in SRIBC September 30, technical committees. Assessment reports and
preparing and approving EE standards 2015 recommendations
Assist MinEconomy and SAEE in developing IRG STTAs October 1- Draft methodology and other enforcement
enforcement documentation and training on December 30, documents. Training materials
Energy Management Standard ISO 50001 2014
Assist MinRegion in finalizing and approving IRG SRIBC October 1 — Memo of MinRegion Technical Committee
Standard on Energy Audit of Buildings December 30,
2014
Develop new standard as per EN 12831, IRG SRIBC, ENSI |January 1 —May |Draft standard and supportive documents
Heating systems in Buildings — Method for 30, 2015
calculation of the design heat load
Develop new standard as per EN ISO 10077-1, |IRG SRIBC, ENSI  |March 1 — July 30, |Draft standard and supportive documents M 1.2.1 Two new energy
Thermal performance of windows, doors and 2015 standards developed
shutters — Calculation of thermal transmittance
— Part 1: General
Assist MinRegion in finalizing and approving EN | IRG SRIBC August 1 — Memo with decisions of Minregion Technical M 1.2.2 New standards
12831 and EN ISO 10077-1 standards September 30, Committee meetings approved
2015
Task 1.3 Improving Tariff Setting IRG Consultants, |Quarters 1, 2, 3, 4 | Approval of new incentive-based tariffs; Cost-recovery tariffs ensure
Partners Commission ensuring quality and accessibility | quality services and support
of communal services for end users; Best investments in municipal EE
practices Cost of Service concept and and RE
methodology introduced and implemented;
eliminate inappropriate customer-class cross-
subsidies
In coordination with WB/SIDA and EBRD, assist | IRG JurEnergo October 1 — Investment methodology modified and approved by
NCSRC on improvement of investment December 30, NCSRC
methodology (simplification of methodology 2014
considering affordability of tariffs)
Develop recommendations on introduction of IRG MDI October 1 — Recommendations on implementing two-tier tariffs
the two-tier tariff models for centralized water December 30, in water supply and sanitation based in the
supply and wastewater removal based on 2014 experience of the OECD countries prepared

analysis of leading experience of OECD
countries
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Support approval of the Concept of communal |IRG JurEnergo January 1 — March | GOU Resolution on Concept of communal services

services quality by the GOU 30, 2015 approved

Develop legal and regulatory acts on IRG JurEnergo April 1 —July 30, |Legislative acts on implementation of Concept of

implementation of Concept of communal 2015 communal services quality prepared and discussed

services quality with key stakeholders

Provide assistance to NCSRC with developing |IRG MDI, STTAs April 1 — August Report on quality assurance in the new tariff model | M 1.3.1 Quality of Services

mechanisms on quality assurance in the new 30, 2015 prepared enacted by NCSRC

tariff model including identification of key quality

indicators, the selection of which will be based

on best international practice; accounting for

foreign exchange risks in tariff model etc.

Develop a service quality monitoring system to | IRG MDI, STTAs April 1 - Quality system developed and tested at 5 pilot

ensure national coverage with standardized September 30, utilities

approaches for data gathering and processing 2015

Improve the assets valuation methodology for IRG MDI, STTAs October 1, 2014 - | Assets evaluation methodology developed as a

the natural monopolies in the district heating March 30, 2015 prerequisite for RAB

sphere (as regards identification of aggregated

values indicators)

Assist NCSRC on gradual introduction of RAB | IRG MDI, STTAs April 1 - Draft Action Plan of gradual introduction of RAB

incentive tariff regulation of heating and water September 30,

supply utilities 2015

Assist NCSRC on establishment of IRG MDI, STTAs April 1 - Report with recommendations on improving M 1.3.2 Basis for RAB

transparency system of tariff setting and September 30, regulatory transparency incentive tariff regulation

regulatory decision making 2015 established

Task 1.4 Improving Social Safety Net IRG Consultants, |Quarters 1, 2, 3, 4 | Better transparency of energy subsidies: Targeted social subsidies

Policies Partners direct/targeted/means-tested/monetized; Better |provided to low-income
protection for the poor and efficiency adoption |families to mitigate tariffs
among low-income end user increase

Enhance coordination on social protection of IRG MDI October 1, 2014 — | Minutes of meetings of WGs. Assessment reports M 1.4.1 Coordination with

low-income consumers with WB team and GOU February 28, 2015 |and recommendations. Coordinated list of activities | WB, GOU and other donors

working groups on social protection with WB on social protection on social protection is

functioning
Assist the GOU, i.e. Ministry of Social Policy, IRG MDI, STTAs October 1, 2014 — | Reports with advices, comments and

with optimization and enforcement of new

March 30, 2015

recommendations. Minutes of meetings and working
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mechanisms of social assistance for consumers
of housing and utility services through targeted
“means tested” subsidies

seminars.

Develop proposals on improvement of social IRG MDI, STTAs October 1, 2014 — | Report with analysis, proposals and

housing norms and norms of consumption of March 30, 2015 recommendations on improvement of consumption

housing and utility services norms

In coordination with NCSRC and MinRegion, IRG MDI, STTAs February 1 — 15, |Round table materials and presentations

organize round table discussion on consumption 2015

norms

Provide capacity building of Ministry of Social IRG MDI, STTAs October 1, 2014 — | Training materials and presentations. M 1.4.2 New system of social

Policy and its regional offices on enforcement of March 30, 2015 subsidies to low-income

new social protection mechanisms consumers operational

Organize data collection in the partner cities and | IRG MDI, STTAs April 1 —May 30, |Data collection report

regional offices of social protection on efficiency 2015

of new system of subsidies

Analyze and assess the efficiency and targeting |IRG MDI, STTAs June 1 —July 30, |Report with analysis and recommendations on

accuracy of the new program of housing 2015 efficiency of new system of subsidies

subsidies. Prepare recommendations for its

improvement.

Develop mechanisms of transition to the IRG MDI, STTAs July 1 - Plan of actions for transition to the monetized

monetized targeted assistance to consumers of September 30, targeted assistance

housing and utility services 2015

Develop recommendations on improvement of |IRG MDI, STTAs July 1 — Report with recommendations on changes to the

the system of privileges granted for payment of September 30, system of privileges

utility bills 2015

Organize round table discussions with the GOU |IRG MDI, STTAs August 1 - Round table materials and presentations M 1.4.3 Transparency of

on efficiency of new subsidies system and September 30, social subsidies to low-

recommended changes to the system of 2015 income consumers improved

privileges

Task 1.5 Regulatory Information System IRG Consultants, |Quarters 1, 2, 3, 4 | Established and operational Regulatory Regulatory Information

Development Partners Information Management System by Year 3 System procured and
installed

In coordination with WB/SIDA, assist NCSRC in |IRG MDI, STTAs October 1 — Report with recommendations on tender process
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organizing tender for software development

December 30,

2014
Assist NCSRC in organizing tender for IRG MDI, STTAs January 1 — March | Report with recommendations on tender process M 1.5.1 Software and
hardware to support RIMS 30, 2015 hardware procured and
installed
In coordination with WB/SIDA, prepare IRG MDI, STTAs April 1 —June 30, |Draft operational manual on RIMS
operational manual on RIMS for NCSRC staff 2015
Provide training to NCSRC on functionality and |IRG MDI, STTAs July 1 - Training materials and presentations M 1.5.2 RIMS fully operational
use of new RIMS September 30,
2015
Task 1.6 Developing Utility Benchmarking IRG Consultants, |Quarters 1, 2, 3, 4 | Validation of key performance indicators; Benchmarking system tested
Partners Commission able to objectively inform to ensure transparency and
consumers of each utilities’ performance to monitoring of utilities’
ensure transparency and educate consumers; performance, i.e. quality of
Commission be able to establish industry best |services
average for municipal utilities and will introduce
incentives/penalties
Provide assistance and capacity building IRG MDI October 1 - Recommendations on accounting and reporting by
support to NCSRC to improve methodological December 30, the licensees prepared
recommendations on accounting and reporting 2014
by the licensees in the district heating sphere
Assist NCSRC in training seminars for nine IRG MDI October 1 — Training materials, presentations, list of participants, | M 1.6.1 New regulatory
Regional Offices and utilities to build capacity December 30, training organized and presented for utilities reporting taught to utilities
for applying new Regulatory reporting (as 2014
enacted by the Commission in December 2013)
according to the agreed training curriculum
Test new regulatory reporting for compliance IRG MDI November 1, 2014 | Memos, notes, recommendations of consultants M 1.6.2 10 utilities trained to
with the accounting principles with 10 pilot — January 30, properly implement accounting
utilities 2015 rules
Conduct data analysis applying different IRG MDI November 1, 2014 | Recommendations on the choice of methods
methods of economic analysis (clustering —January 30, (combination of methods) and parameters for
licensees, selection from the system of 2015 conducting benchmarking.

monitoring and comparative analysis
(benchmarking)) of 10-15 indicators to conduct
further analysis; performance analysis in the
water and wastewater sector

Report on lessons learned from performing
calculations for defining the quality of services using
the data, which will be provided by the national
regulator and pilot utilities in water and wastewater
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sector

Train NCSRC and its nine Regional Offices to |IRG MDI February 1 - Training materials, presentations, list of participants, | M 1.6.3 New regulatory

build capacity of utilities for reporting March 30, 2015 training organized and presented for utilities benchmarking system

benchmarking indicators and related data developed

Develop models for using benchmarking IRG MDI February 1 — June | A model for using benchmarking indicators in tariff

indicators in tariff setting (incentive regulation) 30, 2015 setting developed

Task 1.7 Capacity Building IRG Consultants, |Quarters 1, 2, 3, 4 | High regulatory standards of the Commission MinRegion and NCSRC

Partners developed; 'case-study' curriculum developed, |capacity built to support their

as well as Commission training of utility staffs; |functioning according to the
support documents to be used by MinRegion for | best international practices
supervision of IFl investments in CE/EE projects

Based on assessment of training needs, IRG JurEnergo, October 1, 2014 — | Seminars prepared. Training materials. M 1.7.1 Capacity of

conduct training seminars for MinRegion PIU on STTAs February 28, 2015 MinRegion improved

management and reporting of IFls projects

Based on assessment of training needs, IRG JurEnergo, January 1 —June |Seminars prepared. Training materials.

conduct training seminars for NCSRC STTAs 30, 2015

departments on functional responsibilities

Conduct training seminars for regional offices IRG MDI, STTAs April 1 = July 30, | Training materials; presentations, lists of M 1.7.2 Capacity of NCSRC

and licensees on the areas of capacity building 2015 participants, and recommendations prepared and its regional offices

according to the agreed curriculum

improved

Activity 2: Promote Investment In Clean Energy Technologies And Applications

Expected results: Local governments’ capacity to develop and implement low emission development plans enhanced; Municipal managers access financial resources to
implement clean energy and energy savings projects; Municipal capacity to develop and implement clean energy investment project is improved; USAID clean energy funding
is leveraged at least 1:20 by other donors, government entities and private investors; GHG emissions decrease (per year and projected from baseline) as a result of USG-

assisted clean energy projects

Task Activities

Lead

Dates

Outcomes / Deliverables / Results

Milestone / Comments

Task 2.1 Developing cooperation strategies

IRG

Support

Consultants,
Partners

Completion

Quarters 1, 2,
3,4

Selection methodology developed and approved
by USAID/IFIs; MOUs signed with eight 'quick
start' municipalities to participate in MERP;
MOUs signed with seven additional
municipalities to participate in MERP; IFls concur
that they are ready to invest in projects in those

Coordinated selection of
second group of partner
cities
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cities

Review of IFls portfolios for selection of second | IRG RTCs October 1 — 30, | Memo on IFls investment portfolios
group of partner cities 2014
Concur with USAID and IFls list of the cities for |IRG RTCs November 1- | Concurred list of cities for second group M 2.1.1 Second group cities
the second group 30, 2014 agreed with donors and
approved by USAID
Develop activity plan for each partner city and IRG RTCs December 1 - | Activity plans with partner cities
agree it with the city authorities 30, 2014
Task 2.2 Assisting Municipalities with IRG Consultants, Quarters 1, 2, |Assist cities in development of 15 SEAPs and Cities supported on SEAPs
Planning, Preparing and Financing for Clean Partners 3,4 energy management systems; Leverage project |and investmentin EE and CE
Energy Projects funds by 1:20 ratio; attract IFls financing (at least | projects
USD 200 million); building additional Ukrainian
expertise and experience in energy auditing,
SEAP assistance, and related CE/EE skills; Build
sustainable Ukrainian financial knowledge and
expertise through practical training on
preparation of pre-feasibility studies and
business plans.
Conduct third training seminar for first group of | IRG RTCs October 15— | Training materials on SEAPS’ investment
cities on SEAPs investment programs 20, 2014 opportunities
Assist first group of partner cities in getting IRG RTCs November 1 — | SEAPs approved by city councils of first group M 2.2.2 SEAPs of the first
political approval of developed SEAPs December 30, group of cities approved by
2014 the city authorities,
submitted to EU
Identify investment opportunities in each of IRG OptimEnergo, October 1 — Minutes of meetings with IFls. Concepts of
partner cities from first group and present them Arnika December 30, |investment opportunities
to IFls, commercial banks and investors 2014
Prepare investment proposals (i.e. pre-feasibility |IRG OptimEnergo, January 1 — Concepts, business plans, pre-feasibility studies
studies, business plans) on EE and CE projects Arnika June 30, 2015
for the first group of cities
Prepare technical specifications and conduct IRG OptimEnergo, October 1, Technical specifications and training materials for M 2.2.3 IFIs financing
training of PIU for first group of cities Arnika 2014 — June PIU attracted in the first group of
30, 2015 cities
Organize introduction seminar on SEAPs for IRG EnEffect, RTCs |January 1 - 30, | Presentations and materials of introduction seminar

second group of selected cities

2015
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Assist second group of cities on establishing City | IRG RTCs January 1 - Memo on establishment of City Advisory Committees
Advisory Committees and expert WGs for February 20, and WGs
SEAPs development 2015
Transfer the Municipal Energy Information IRG EnEffect, RTCs |February 15— |Software and training materials on MEIS
System to the cities of second group and train March 15,
city staffs on its use 2015
Organize three training seminars for partner IRG EnEffect, RTCs |January 1 — Training materials, presentations, analytical M 2.2.4 Institutional basis
cities from second group on SEAP development July 30, 2015 | documents and capacity built for SEAPs
in second group of cities
Prepare recommendations and provide IRG EnEffect, RTCs |March 15— Energy monitoring and data collection forms, training
assistance to the cities of second group on April 15, 2015 | materials
improving energy monitoring, data collection and
analysis, and methodologies for CO2 emission
calculation.
Conduct energy audits in the cities to evaluate IRG OptimEnergo, February 15 — | Report on energy audits of communal services
current baselines and estimate potential for Arnika, others May 30, 2015 |systems and sample typical buildings
EE/CE/GHG emission reduction projects for key
municipal service areas
Compile a comprehensive database for each IRG RTCs April 15 — May | Data base on energy consumption and CO:2 M 2.2.5 SEAPs’ data collected
participating city, including characterizations of 30, 2015 emission
multi-dwelling and public buildings, their
historical energy use, energy producers and
their transmission systems
Prepare SEAPs and present to key stakeholders | IRG EnEffect, RTCs |June 1 —July |Draft SEAPs. Memo of City Advisory Committees.
30, 2015
Engage local civil society organizations in IRG OPORA August 1 — Memo on public round tables related and public M 2.2.6 SEAPs prepared and
SEAPs review and discussion September 30, |consultations to SEAPs discussed with local
2015 communities
Train cities of second group on preparation of IRG RTCs August 1 — Training materials on investment proposal
bankable investment proposals September 30, |preparation
2015
Provide assistance and capacity building to IRG OptimEnergo, July 1 — Training materials and technical documents for PIUs |M 2.2.7 Preparation of
PIUs on international procurement for second Arnika September 30, bankable projects started for
group of cities 2015 second group of cities
Task 2.3 Introduction of Energy Management | IRG Consultants, Quarters 1, 2, |Energy management systems established in 15 | Partner cities established
Systems Partners 3,4 partner cities based on ISO 50001 (5 started Municipal Energy Systems
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certification); = Energy management and
monitoring approach generate 5% savings

and started its operation

Train partner cities and their municipal utilities IRG OptimEnergo, November 1 — | Training materials, agenda, list of participants, M 2.3.1 Local capacity built
on energy management cycle which includes: Arnika December 30, |training appreciation questionnaire on Municipal Energy
energy audit, monitoring and baseline definition, 2014 Management
analysis of energy consumption, preparation of
energy plans, and implementation of EE
measures
Assist partner cities in preparing energy IRG OptimEnergo, February 1 — Set of documents, procedures, and templates on
management documentation, procedures and Arnika March 30, Municipal Energy Management
tool (including IT tools) according to ISO 50001 2015
requirements
Assist cities and utilities’ management in IRG OptimEnergo, April 1 —May | City org charts on energy management M 2.3.2 Energy Management
formulating energy management org chart with Arnika 30, 2015 Systems established in
description of roles and responsibilities of energy partner cities
managers
Organize dissemination of this experience to IRG OptimEnergo, June 1 - Booklets, brochures, and memos on round tables
other cities of the region through round tables, Arnika August 30,
webinars and other dissemination tools 2015
Task 2.4 Development Credit Authority Loan |IRG Consultants, Quarters 1, 2, |Leverage local bank/lender financing; train at Commercial lending become
Guarantee Partners 3,4 least five banks on the loan guarantee available for municipal EE
mechanism and at least two banks will and RE projects with support
participate in the program; Build sustainable of DCA partial guarantee
Ukrainian financial knowledge and expertise
through practical training on preparation of pre-
feasibility studies and business plans
Continue assistance to Bank Lviv on utilization |IRG MDI October 1, Schedule of trainings agreed with Bank Lviv.
of USAID DCA for energy efficiency by providing 2014 — Training materials
training to relevant bank departments September 30,
2015
Conduct training seminars and round tables for |IRG MDI January 1 — Training materials, memo on round tables
HOAs and SMEs on end-use energy efficiency May 30, 2015
to grow demand for commercial lending from
Bank Lviv
Conduct monitoring of utilization rate of USAD IRG MDI October 1, Monitoring memo on quarterly basis M 2.4.1 DCA with Bank Lviv
DCA with Bank Lviv and provide 2014 — is well functioning
recommendations on its improvement September 30,
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2015

Assist USAID in preliminary financial and risks IRG MDI October 1 — Report with data and analysis on pre-selected bank
analysis of pre-selected bank (s) for new DCA December 30, |(s)
2014
Assist USAID in discussions with the bank IRG MDI January 1 - Minutes of meetings. Comments and M 2.4.2 New DCA on energy
selected for new DCA April 30, 2015 | recommendations efficiency and renewable
energy started
Assess bank needs in training and consultation |IRG MDI April 1 —May | Training Needs Assessment Report
for utilization of new DCA 30, 2015
Prepare and conduct training seminars for new | IRG MDI June 1 — Training materials, report with recommendations
bank on energy efficiency projects and potential September 30,
borrowers 2015
Task 2.5 Support Mechanisms that Mobilize |IRG Consultants, Quarters 1, 2, |Draft law on ESCO/EPC approved by end of Year |Cities initiated PPPs (ESCOs
Private Sector Investment Partners 3,4 1; Two EPC contracts initiated with support of and lease/concessions) for
IFls or private investors; three concepts on municipal EE and RE
CE/EE projects developed and two procurements | projects
initiated; Three public participation discussions
organized on PPPs
Analyze partner cities needs in establishment of |IRG MDI, STTAs November 1 — | Report with description of cities’ needs in
ESCO/EPC December 30, |ESCO/EPC
2014
Develop package of legal and financial IRG IBSER, ANTIKA |January 1 — Package on ESCO/EPC developed for one partner
documentation needed for implementation of April 30, 2015 |city, i.e. baseline, draft agreements, etc.
ESCO
Assist on investment attraction and IRG IBSER, ANTIKA |May 1 — Draft city resolution on investment attraction, M 2.5.1 ESCO/EPC prepared
implementation of municipal ESCO/EPC August 30, approval of EPC, technical documentation for for municipal end-use energy
2015 tendering efficiency
Based on SEAPs of first group, identify and IRG MDlI, November 1 — | Concept on bio-fuel PPP projects
prepare concepts for bio-fuel PPP projects OptimEnergo, December 30,
Arnika 2015
Prepare pre-feasibility study for bio-fuel projects |IRG OptimEnergo, March 1 — April | Pre-feasibility studies for two partner cities
Arnika 30, 2015
Prepare package of PPP legal and technical IRG STTAs, other May 1 — PPP package developed and submitted to the M 2.5.2 Bio-fuel PPPs
documents for partner cities consultants August 30, partner cities for tendering initiated
2015
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Task 2.6 Preparation of Sustainable Energy |IRG Consultants, Quarters 1, 2, |Public info campaigns in all selected Public in partner cities is well
Public Awareness Plan and Development of Partners 3,4 municipalities; Public and civil society support to | informed about EE and RE
Related Materials CE/EE measures in the cities; Behavior change measures. Local NGOs,
that supports energy conservation media and associations
involved in SEAP and
investment process to
ensure support and
transparency
Establish regular coordination on PR activities IRG MDI, OPORA October 1, List of coordinated events and activities
with MinRegion PR WG, donors, GOU 2014 —
Committee of Reforms, CabMin, and USAID OTI September 30,
2015
Hold periodic Working Group Meetings on IRG MDI October 1, Minutes of WG meetings. M 2.6.1 PR coordination
Communication Issues to adjust information 2014 — August established and operational
strategy and assure its successful 30, 2015
implementation in the cities.
Assure multifaceted public awareness campaign |IRG MDI, OPORA October 1, Information materials (posters, brochures, info
on EE/alternative energy through development 2014 — March | graphic, PSAs), focused on:
as well as distribution/promotion of targeted 30, 2015 . ) .
information materials in MERP partner cities. Energy Efficiency i.e. low-cost energy conservation
tips, insulation technologies of multi-apartment
buildings; selection of EE electrical appliances, use
of vehicles, etc.
Alternative Energy Resources i.e. guideline for
each separate city, covering specifics of local
resources available to replace natural gas.
Targeted outreach to low-income residents and |IRG MDI, OPORA October 1, Information materials (including video PSA) will be
vulnerable groups, in support of Ukraine’s tariff 2014 — - focused on the need of bringing tariffs to
regulation reform and social safety net March 30, economically grounded level (understanding of
2015 these steps is a guarantee of effective work of
communal enterprises), and will share information
among targeted population (low income families)
about social protection mechanism.
Cooperation with advertising agencies to IRG October 1, MERP will work with JWT or other advertising M 2.6.2 Key PSAs on
develop design of outdoor PSAs/information 2014 — April agency to develop outdoor information materials municipal EE and RE
materials 30, 2015 developed
Cooperation with local HOA/OSBB Resource IRG MDI, OPORA, October 1, Agreement established with communal enterprises to
Centers/Communal Service Ministry of Social [2014 — March | print EE tips on bill inserts, and with Regional Social
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Enterprises/Regional Social Protection Offices/ Policy 30, 2015 Protection Offices on distribution of targeted
AUC regional offices on materials distribution information among low-income families about social
among residents of multi-apartment buildings. protection mechanism.
Support City Council Press Offices/ NGOs by IRG MDI, OPORA January 1 - Training concept developed;
offering training workshops on PR and outreach June 30, 2015 . . .
issues to support information campaign in the Two day workshops held in MERP pilot cities;
cities, and encourage groups to find local “stars” Activists identified and involved into MERP outreach
or prominent community activists who will help efforts.
mobilize civil society support on Clean
Energy/Energy Efficiency issues, particularly
practical behavior change steps
For the media, hold expert energy briefings IRG CURE/Internews; | January 1 - Concept of the training developed. M 2.6.3 Cooperation
followed by trainings on the range of story MDI, OPORA June 30, 2015 - . . . established with national and
options including EE lifestyle, alternative energy T.rgmmgs held in regional Press Clubs of MERP pilot regional mass media, local
resources, OSBB, tariff reform, etc. cities. HOAs and municipal press
Journalists understand the importance to promote offices
topics of EE/Alternative Energy Resources to
support Ukraine’s energy security and to educate
public on issues related to OSBB development and
tariff reform.
In MERP pilot cities announce and conduct IRG CURE/Internews; | January 1 - Concept of the contest developed;
contest for journalists on the best publication on MDI, OPORA June 30, 2015 .
themes related to EE/Alternative Energy/Tariff Contest conducted;
regulation reform Winners identified.
Targeted public outreach events in the cities will |IRG MDI, OPORA, October 1, Public events conducted;
include Energy Efficiency Days, contests on EE city and oblast 2014 - . . . .
best practices, other public events and administrations | September 30, Information materials distributed;
distribution of relevant information materials of partner-cities |2015
including placements of PSAs.
Promote themes of EE/Alternative Energy; IRG City and oblast | October 1, Outreach topics are promoted through regional
explain changes related to tariff reform through administrations, [2014 — media;
TV and radio media round tables/expert local media, September 30, MERP t d local ind dt
opinions, call in shows; analytical articles in CURE, OPORA, [2015 experts and loca partngrs arg in emar_1 o
electronic and printed media. MDI comment on relevant subjects in regional media
outlets.
Public Hearings on SEAP to involve general IRG OPORA June 1 — Public hearing in MERP pilot cities held, priorities M 2.6.4 Public events
public into discussion about priority areas of EE August 30, with EE investments identified. organized to support SEAPs
and investments in municipal
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in MERP pilot cities. 2015 EE and RE
Support of partners’ web sites and dissemination | IRG MDI October 1, Information materials, analytical documents, articles
of best practices 2014 - and success stories

September 30,

2015

Activity 3: Capacity Building and Dissemination

Task Activities

Consultants,

Completion
Dates

Quarters 1, 2,

Outcomes / Deliverables / Results

NGOs are trained and their operations are

Expected results: Energy audits, Municipal Energy Plans, and energy management and monitoring are national norms; GOU or local organization has the ability to further
develop EE technical standards to meet international standards; Cooperation between municipal governments and the civil society sector is strengthened; Local capacity to
implement CE initiatives through direct donor awards is improved; GOU systems to implement CE initiatives through G2G are improved

Lead Support

Task 3.1 Preparing a local non-governmental

Milestone / Comments

Local NGOs trained and their

accounting, financing, procurement, reporting,
branding) to meet the criteria of eligibility for

organization for a direct award from USAID Partners 3,4 improved; Two local NGOs will be eligible to capacity to manage grants’
receive direct awards from USAID by the end of | programs improved
Year 2
Based on Request for Applications issued during October 1- 30
Year 1 of the Project (September 2014), conduct | IRG None 2014 ’ | Evaluation report prepared and submitted to USAID
selection of at least two local NGOs
Conduct negotiations and make sub-grants to at IRG None 82&,%%[2!?3_0 Sub awards signed M 3.1.1 At least two grants
least 2 local NGOs 2014 ’ 9 awarded to local NGOs
Based on Capacity Building Plans (CBPs) o .

. ! ctober 15 - - . - M 3.1.2 Comprehensive
develpped d_urlng Year 1 Qf the Project, conduct IRG MDI, TBD November 30, Tralnlpg provided tp selected NGOs. Training training provided according
technical skills and capacity improvement for materials for technical areas. . -

2014 to Capacity Building Plans
selected NGOs
Based on Draft Agendas, developed In
consultation with USAID during Year 1 of the Januarv 1 - 30
Project, draft program description outlining list of | IRG None 2015 ry ’ | Draft program description developed
activities to be implemented by a local partner
under a direct award from USAID
Based on CBPs developed during Year 1 of the
Project, assist local partners to improve March 1 — April | Selected NGOs organizational procedures and
organizational procedures and practices (e.g., IRG Consultants 30, 2015 practices improved
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direct USAID awards.

Based on the agreed criteria, jointly with USAID May 1 — June | Verification report to confirm NGO readiness for a M 3.1.3 NGO certification of
lconclitlj\j:é ((:)ertification of eligibility for at least one | IRG EY 30, 2015 direct award from USAID eligibility conducted
oca
Provide CBPs implementation support to IRG Consultants August 1 - 30, Cgﬁeéé:liatyé’Building of selected NGOs in accordance
selected NGOs 2015 wit
Capacity Building Report summarizing the :
September 1 - |. . S L M 3.1.4 NGO Capacity
P it it ildi tiviti IRG Consultants implemented capacity building activities and -
repare a report on capacity building activities 30, 2015 performance of the local partners as sub-grantees. Building Report developed
Task 3.2 Facilitating Government-to- IRG Consultants, Quarters 1, 2, | Three municipalities or one GOU Agency are GOU Agencies are able to
Government Assistance: preparing GOU Partners 3,4 meeting USAID criteria and will be eligible fora | receive USAID direct awards

institution(s) or local government(s) for a
direct award from USAID

direct award from USAID (subject to USAID
guidance on G2G)

(subject to USAID guidance
on G2G)

Suspended until further notice of USAID

Activity 4: Enhance Capacity for the GOU in Low Emission Development Strategies (EC-LEDS)

Expected results: LEDS/REDS milestones and benchmarks met. The GOU’s and other public and private stakeholders’ capacity to develop and implement low emission

development strategies is increased

Task Activities

Task 4.1 Strengthening institutional capacity
in planning LEDS-REDS

Consultants,
Partners

Completion
Dates

Quarters 1, 2,
3,4

Outcomes / Deliverables / Results

National Inventory System enhanced according to
international best practices and deployed;
Incorporation of LEDS-REDS into sectorial and
local government strategies/action plans; Several
GOU agencies able to use TIMES-MARKAL to
develop GHG emission mitigation options;
Institutional capacity of governments on
LEDS/REDS improved — intra-government
coordination established

Milestone / Comments

LEDS institutional
infrastructure and planning
capacity improved

Build institutional capacities on LEDS policy
planning and implementation of LEDS inter-
agency and intra-agency working groups in the
Ministry of Economic Development and Trade
(MEDT), State Environmental Investment Agency
(SEIA), State Agency for Energy Efficiency
(SAEE) and broader stakeholders.

IRG

CCS, STTAs,
IEEC,

October 1, 2014
— September
30, 2015

Training and workshops curriculum developed,
training sessions are conducted and on-line support
tools are developed and operational. LEDS Planning
technical exchange: 3E Baseline Development
conducted. State agencies, stakeholders, university
experts and academia are involved.
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Provide technical, advisory and dissemination IRG STTAs, IEEC |October 1 — 6! National Climate Change Communication updated | M 4.1.1 6'" National Climate
and public awareness support for updating and December 30, |and assessed by UNFCCC international experts. Change Communication
adopting 6™ National Climate Change 2014 Public, civil society and state bodies and institutions | Report.
Communication and First Biannual Report of awareness campaign is conducted. First Biannual
Ukraine Report is assessed by UNFCCC international experts
and updated. Public and scientific awareness
campaign is conducted.
Support National GHG Inventory System IRG STTAs, IEEC |October 1, 2014 | National GHG Inventory Report (NIR) submission
Enhancement Plan implementation and updates, - May 30, 2015 |2015 Preparation Plan is implemented and IPCC
is needed. 2006 complied NIR is timely submitted to UNFCCC
Secretariat.
Provide on-going National GHG Inventory IRG IEEC, STTAs |November 1, Workshops and Round Tables reports. National GHG
System inter-agency coordination support. 2014 - Inventory Expert Group is established and conduct
September 30, |meetings on regular basis.
2015
Technology Needs Assessment for two sectors | IRG IEEC, STTAs |October 1, 2014 | TNAs Reports and TNAs presentation. TNA Brief M 4.1.2 TNA Report and TNA
are developed: one industry and one municipal. —July 30, 2015 | Manual. Brief Manual.
TNA Brief Manual is developed based on lessons
learned and taking into account national technical
and economical circumstances.
LEDS-REDS Work Plan is adopted by the GOU |IRG STTAs, October 1 — Work Plan implementation phases plan.
and implementation phases are established. December 30,
2014
LEDS-REDS Work Plan Implementation Working | IRG CCS, IEEC, January 1 - Working Group established. Agenda, materials and
Group established and conduct regular meetings STTAs September 30, | minutes of the meeting.
in order to monitor and update implementation of 2015
the Work Plan.
Assist the Ministry of Fuel and Energy and other |IRG CCS, IEEC, January 1 — Working group established on ad hoc basis to set up | M 4.1.3 Road Map developed
relevant bodies to fulfill timely the obligations JurEnergo June 30, 2015 | on-going coordination between relevant state bodies |and LCP Directive focal point
under EU Energy Community Treaty and key private sector players. Action Plan by 2018 |appointed
requirements regarding implementation of the EU is drafted and introduced on inter-ministerial level
Directive 2001/80/EC on reduction of emissions
by large combustion plants (LCP). LEDS/REDS component is analyzed and reflected.
Training provided.
Strengthen institutional capacity at the state level | IRG DWG, STTAs, | October 1 — Training materials on energy sector CO2 and non- M 4.1.4 LEDS/REDS analytical
(SEIA, MEDT, SAEE) to apply Ukraine-specific Institute of April 30, 2015 | energy industry updated modeling; LEDS Planning tools applied by two GOU
analytical tools TIMES-Ukraine for LEDS-REDS Economics TIMES-Ukraine; Reference workshops and materials;

purposes

templates and manuals on how to use of the

agencies
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analytical tools TIMES-Ukraine

Update and enhance national TIMES-Ukraine IRG DWG, STTAs, |October 1- Development and implementation of modeling
modeling and incorporate/reflect GHG emissions, Institute of Febraury 28, calculations for GHG emission and energy sectors
including baseline and various scenarios Economics 2015 development - baseline and alternative scenarios for
development. GHG emissions and LEDS.
Develop draft KPI for LEDS development and IRG CCS, STTAs | July 30 — Draft LEDS Development and Implementation KPI. M 4.1.5 Draft LEDS
implementation in Ukraine. September 30, Development and

2015 Implementation KPI.
Incorporate LEDS-REDS issues into relevant IRG JurEnergo, October 1, 2014 | Draft proposals for LEDS-REDS provisions and
Renewable Energy and Energy Efficiency policy STTAs — September analytical and legal assessments.
and regulation documents. 30, 2015
Task 4.2 Implementing LEDS-REDS through |[IRG Consultants, |Quarters 1,2, |LEDS/REDS legislation developed and approved |Climate Change Policies and
support in developing and introducing clean Partners 3,4 (score card: at least five legal/regulatory acts); At | projects developed to
energy technologies and energy services least five CE/EE projects developed, financed, support LEDS

and beginning implementation with a total value
of $10M

Advise and support state bodies, high-level IRG STTAs, CCS | October 1, 2014 | Analytical and informational materials. Draft agendas
working groups, members of Verkhovna Rada — September and minutes of the meetings.
and state committees on climate change issues 30, 2015
and inclusion of climate change into their
agendas.
Provide on-going technical and administrative | IRG STTAs, CCS |October 1, 2014 | Minutes of the meetings, workshop reports. Analytical
support to SEIA on climate change international —  September | and assessment reports.
activities. 30, 2015
Support development of the Draft Law on Climate | IRG STTAs, CCS |November 1, Draft Law developed and legal preparation process
Change Strategy and present it to expert and 2014 — April 30, | for proposing document for adoption is finalized.
state officials. Broad stakeholders consultations 2015
process is conducted in accordance with best
international practices. Draft policy paper is
finalized and proposed for adoption.
Support GOU working groups for relevant IRG STTAs, CCS, |October 1, 2014 | Analytical documents, draft regulation and legislation
legislation drafting for LEDS JurEnergo — August 30,

2015
Draft MRV regulations are further developed and |IRG STTAs, CCS, |December 1, Draft municipal and national MRV regulations
proposed for broad stakeholder consultation Jurenergo 2014 — May 30,
process on national and regional levels. 2015
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Support quarterly meetings of State Interagency |IRG STTAs, CCS, |November 1, Analytical reports, draft regulatory and policy M 4.2.1 Interagency
Commission on UNFCCC Provisions 2014 - documents, agendas and minutes of the meetings. Commission on UNFCCC
Implementation and assist members of the September 30, Provisions Implementation
Commission on preparation and follow-up of the 2015 activity enhanced.
meetings.
LEDS State Policy Concept is developed. IRG STTAs, CCS, |October 1, 2014 | Draft LEDS State Policy Concept is developed.
JurEnergo — March 30,
2015
Prepare policies and programs for LEDS-REDS | IRG IEEC, STTAs |March 31 — Specifications and guidance for financing
project specifications/guidelines and financing September 30, | mechanisms
mechanisms 2015
Assist cities and utilities in preparing CE IRG IEEC, STTAs |March 31 — CE/EE project identified
investment projects September 30,
2014
Road Map for implementation of energy efficient |IRG IEEC, STTAs |March 31 — Road Map on Implementation of Municipal Energy M 4.2.2 Road Map on
and clean energy projects developed. August 30, Efficient and Clean Energy Projects. Implementation of Municipal
2015 Energy Efficient and Clean
Energy Projects.
Trainings for energy efficient and clean energy IRG IEECs, STTAs |July 30 — Training curriculum and materials.
municipal projects are conducted. September 30,
2015
Task 4.3 Developing a uniform database on |IRG Consultants, |Quarters 1,2, |Uniform database established in accordance with | GOU agencies linked to
LEDS-REDS and exchanging experiences Partners 3,4 international best practices; Ukraine integrated international LEDS portal and
and best practices with other countries into international cooperation on LEDS-REDS received information on best
participating in EC-LEDS practices
Provide recommendations on Work Function IRG CCS, STTAs, |October 1 — Scope of Work Function Section of uniformed
Section of uniform database. IEEC December 30, |database developed based on other countries LEDS
2014 experience and lessons learned.
Operationalize and provide on-going technical IRG STTAs, CCS, |January 1 - LEDS database regularly reviewed and updated M 4.3.1 LEDS database is up
and substantial support for LEDS database. IEEC August 30, according to the needs and requirements of LEDS and running
2015 policies and activities.
Organize Study Tour on LEDS to participate in IRG CCS, DWG September 15- |Lessons learned on LEDS development and

US LEDS event and learn best international
practices

30, 2015

implementation
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Months
Activities and Subtasks

Expected Results

Activity 1: Improve Clean Energy Regulatory and Legislative Enabling Environment
Task 1.1 Developing Enabling Legislative and Policy Environment

Assist GOU High Level Working Group lead by VPM on implementation of GOU reform agenda on EE and RE

Assist GOU in implementation of the National Action Plan on EE and RE, developing sub-laws, methodologies ——‘

Strengthen donor coordination on municipal EE and RE reforms with support of e-based donor coordination Passage C?f key draftlaws and S”‘?"?Ws needed for Municipal Eenergy Reform
R - e - e implementation (legal score card: minimum of 7 legal and regulatory acts) by end of

In coordination with donors, support MinRegion in adoption of ESCO, HOAs, and EE legislaton by the Rada [— Year 2

Assist Rada Commitiees on adoption of key municipal energy eficiency legislatons ——

Organize presentations and public discussions of the draft legislation/regulations {

Task 1.2 Supporting Energy Efficiency Standards
Assist MinRegion and SAEE Technical Commitees in preparing and approving EE standards

* Preparation and passage of key standards on energy management, energy audit,

o . ] N — and building norms in accordance with ISO 50001 and EU Energy Norms;
Assist MinEconomy and SAEE in developing enforcement docs and training for Energy Management Standard 1SO 50001 * Improved capacity of GOU entities to develop and enforce new energy standards
Assist MinRegion in finalizing and approving Standard on Energy Audit of Buildings [— and norms.

Develop standard as per EN 12831, Heating systems in Buildings — Method for calculation of design heat load ——)
Develop new standard as per EN ISO 10077-1, Thermal performance of windows, doors and shutiers ———
Assist MinRegion in finalizing and approving EN 12831 and EN ISO 10077-1 standards f—

Task 1.3 Improving Tariff Setting
In coordination with WB/SIDA and EBRD, assist NCSRC on improvement of investment methodology * Approval of new incentive-based and cost-refiective tarifts for all activities
Develop recommendations on inroduction of the two-tier tariff models for centralized water and wastewater :; (producion, transporiaion, distribudon) and implementation by utlides;

_ ) _ - + NCCSMR ensuring quality and accessibility of communal services for end users
Supportapproval and implementation of the Concept of communal services quality by the GOU —>
Assist NCSRC with developing mechanisms on quality assurance in the new tariff model E——
Assist NCSRC on gradual introduction of RAB incentive tariff regulation of heating and water supply utlites L
Assist NCSRC on establishment of transparency system of tariff setting and regulatory decision making _0|

Task 1.4 Improving Social Safety Net Policies

Enhance coordination on social protection of low-income consumers with WB team and GOU working groups —— + Better fransparency of energy subsidies that go directly to end-users through
Assist the GOU with optimization and enforcement of new mechanisms of social assistance for consumers E— enactment of new legislation/regulation thatis directftargeted/means-tested
——

Devel Son i tof sodial housi i ion of | servi + Better non-biased/non-discriminatory economic protection for the poor that simulates
v r n improvemen i ing norms, nori nsumption of communal servi . i )
evelop proposals on improvement of social housing norms, norms of consumption of communal services energy eficiency adopion among low-income end users

Provide capacity building of Ministry of Social Policy and its regional ofices on enforcement of new social protection =

mechanisms

Analyze and assess the eficiency and targeting accuracy of the new program of housing subsidies. Prepare —)
recommendatons for its improvement

Develop mechanisms of ransition to the monetized targeted assistance to consumers of housing and utiity services —

Organize round table discussions with the GOU on eficiency of new subsidies system, recommend changes ,f
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Task 1.5 Regulatory Information System Development
In coordination with WB/SIDA, assist NCSRC in organizing tender for sofware development
Assist NCSRC in organizing tender for hardware to support RIMS
In coordination with WB/SIDA, prepare operational manual on RIMS for NCSRC staff
Provide training to NCSRC on functionality and use of new RIMS
Task 1.6 Developing Utility Benchmarking
Capacity building supportto NCSRC to improve methodology on accounting and reporting by the licensees
Train NCSRC, its Regional Offices and utlities to build capacity for applying new Regulatory reporting
Testnew regulatory reporting for compliance with the accounting principles with 10 pilot uflifes
Conduct data analysis applying difierent methods of economic analysis

Train NCSRC and its nine Regional Offices to build capacity of utlites for reporting benchmarking indicators and related data

Develop models for using benchmarking indicators in tariff setting (incentive regulation)
Task 1.7 Capacity Building
Conduct training seminars for MinRegion PIU on management and reporting of IFs projects
Conduct training seminars for NCSRC departments on functional responsibiliies
Conduct training seminars for regional offices and licensees on the areas of capacity building
Activity 2: Promote Investment In Clean Energy Technologies And Applications
Task 2.1 Developing cooperation strategies
Review of IFls portolios for selection of second group of parter cies
Concur with USAID and IFIs list of the cities for the second group
Develop activity plan for each parter city and agree it with the city authorites
Task 2.2 Assisting Municipalities with Planning, Preparing and Financing for Clean Energy Projects
Conduct third training seminar for first group of ciies on SEAPS investment programs
Assist first group of partner cities in getting political approval of developed SEAPs
Identify investment opportunities in parter cities from first group and presentthem to IFls and investors
Prepare investment proposals on EE and CE projects for the first group of cities and train PIUs
Organize introduction seminar on SEAPs for second group of selected ciies
Assist second group of cities on establishing City Advisory Committees and expert WGs for SEAPs development
Transfer the Municipal Energy Information System to the cities of second group
Organize three training seminars for partner cities from second group on SEAP development

Conductenergy audits in the cities to evaluate current baselines and estmate potental for EE/CE/GHG emission reduction
projects for key municipal service areas

Prepare SEAPs, presentthem to key stakeholders and discuss with public
Train cities of second group on preparation of bankable investment proposals

‘ + Unified, sector-wide database established
— .
: + Operational RIMS by Year 2 (depends on funds from USAID or other donor)
—
— + Validation of key performance indicators, improved quality of services
+ NCCSMR fested system of benchmarking and started its operation
— y 9 P
—>
—)
—(
—)
—— + Minregion capacity to manage international investment projects improved;
(> NCCSMR regulatory capacity meetinternational best practices
—
f—
— + Coordinated selection with USAID and IFls of second group of ciies
—)
_’
u
- + 6 SEAPs of first group of cities approved and accepted by EU CoM. Investment
proposals developed and PIUs assisted.
0 + Capacity builtand energy audits conducted for second group of cifes. 5 SEAPs
e—) prepared for second group of cities and discussed with local communities
—— )
—)
_‘\
——
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Task 2.3 Introduction of Energy Management Systems
Train parter cites and their municipal utlites on energy management cycle
Assist partner cities in preparing energy management documentation, procedures and tool (including IT tools)
Assist ciies management in formulating energy management org chartwith description of responsibilites
Organize dissemination of this experience to other cities of the region through round tables

Task 2.4 Development Credit Authority Loan Guarantee
Assist Bank Lviv on utlization of USAID DCA for energy efficiency by providing training to bank departments
Training seminars for HOAs and SMEs on end-use energy eficiency to grow demand for commercial lending
Conduct monitoring of utilization rate of USAD DCA with Bank Lviv
Assist USAID in financial and risks analysis and negotiations with pre-selected bank (s) for new DCA
Assess bank needs in training and conduct training on EE projects for new DCA

Task 2.5 Support Mechanisms that Mobilize Private Sector Investment
Analyze partner cities needs in establishment of ESCO/EPC
Develop package of legal and financial documentation needed for implementation of ESCO
Assist on investment atraction and implementation of municipal ESCO/EPC
Prepare pre-feasibility study for bio-fuel projects
Prepare package of PPP legal and technical documents for partner cites

Task 2.6 Preparation of Sustainable Energy Public Awareness Plan and Development of Related Materials
Establish regular coordination on PR activities with MinRegion PR WG, donors, GOU Committee of Reforms
Assure public awareness campaign on EE/RE through promotion of targeted information materials in cites
Cooperation with advertising agencies to develop design of outdoor PSAs/information materials
Support City Council Press Offices/ NGOs by offering training workshops on PR and outreach issues
For the media, hold expert energy briefings followed by trainings on EE/RE, OSBB, tariff reform
Conduct contest for journalists on the best publication on themes related to EE/RE/Tariff regulation reform
Targeted public outreach events in the cities will include Energy Efficiency Days, distribution of PSAs, etc
Public Hearings on SEAP to involve general public into discussion about priority areas of EE in pilot ciies
Support of partners’ web sites and dissemination of best practices

Activity 3: Capacity Building and Dissemination

Task 3.1 Preparing a local non-governmental organization for a direct award from USAID
Conduct selection of at least wo local NGOs
Conduct negotiaions and make sub-grants o atleast 2 local NGOs
Conduct technical skills and capacity improvement for selected NGOs
Dratt program description with list of activities to be implemented by local partner under USAID direct award
Assist local partners to improve organizational procedures and practices to meet USAID eligibility criteria
Based on the agreed criteria, jointy with USAID conduct certfication of eligibility for at least one local NGO
Provide CBPs implementation support to selected NGOs
Prepare a reporton capacity building actvites

* Energy management training and assistance provided to 5 partner cities from
second group based on ISO 50001.

+ DCA with Bank Lviv is well used. New DCA started and assistance provided to new
commercial bank.

+ One ESCO/EPC prepared in the partner city
+ One PPP package developed for gas substitution project

+ Public information campaigns in 5 municipaliies from second group
+ PSAs developed and civil society supports to CE/EE measures
+ Generate behavior changed that supports energy savings/eficiency

+ Two local NGOs are frained and their operations are improved to meet USAID
standards
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no planned actvites
Activity 4: Enhance Capacity for the GOU in Low Emission Development Strategies (EC LEDS)
Task 4.1 Strengthening institutional capacity in planning LEDS-REDS
Build institutional capacities on LEDS policy planning and implementation of LEDS inter-agency WGs
Provide support for updating and adopting 6th National Climate Change Communication
Support National GHG Inventory System Enhancement Plan implementation
Technology Needs Assessment for two sectors
LEDS-REDS Work Plan is adopted by the GOU and implementation phases are established
Assist MinEnergy to fulfill obligations under EU Energy Community on EU Directive 2001/80/EC
Strengthen institutional capacity at the state level to apply Ukraine-specific analytical tools TIMES-Ukraine
Develop draft KPI for LEDS developmentand implementation in Ukraine

Incorporate LEDS-REDS issues into relevant Renewable Energy and Energy Efficiency policy and regulaton documents

Supportstate bodies, high-level working groups, members of Rada, state commitiees on climate change
Support development of the Draft Law on Climate Change Strategy and presentit to expertand state officials
Draft MRV regulations and propose it for broad stakeholder consultation

Support quarterly meetings of State Interagency Commission on UNFCCC Provisions Implementation
Develop LEDS State Policy Concept

Prepare policies and programs for LEDS-REDS project specifications/guidelines and financing mechanisms
Assist ciies and utliies in preparing CE investment projects

Road Map for implementation of energy eficient and clean energy projects

Provide recommendations on Work Function Section of uniform database
Operationalize and provide on-going technical and substantial support for LEDS database
Organize Study Tour on LEDS to participate in US LEDS eventand learn bestinternational practices

Task 3.2 Facilitating Government-to-Government Assistance: preparing GOU institution(s) or local government(s) for a direct award from USAID

|- Task suspended as per USAID instructions

+ National Inventory System meets IPCC standards
+ LEDS-REDS Advisory Working Groups formed and coordination established
+ LEDS-REDS analitical ool TIMES-Ukraine model fully-vetied by an Advisory

Task 4.2 Implementing LEDS-REDS through support in developing and introducing clean energy technologies and energy services

A Commitee and used by GOU
_‘
0
—>
—)

+ National Climate Change Strategy (LEDS) developed and approved. Sectoral

Y] Action Plans prepared and implemented (score card: atleast five legal/regulatory

+ Feasibility analysis of implementation issues developed

Task 4.3 Developing a uniform database on LEDS-REDS and exchanging experiences and best practices with other countries participating in EC-LEDS

j—

——) acts)
—
_’

+ Database established with best practices; areas for evolving natl./local needs

A
\ + Ukraine integrated into international cooperation on LEDS-REDS

mmmm=  Continuous actvity Q Miestones <> Deliverables
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