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EXECUTIVE SUMMARY

S.1 TASK DESCRIPTION

The work on tlus task was tmtlated under Dehvery Order 18 of the Ukraunan Power Sector
Reform Project The Scope of Work for these actIVltles mcluded the specific Local Electnc
Compames (LECs)-Task III E whIch states

Support Independent Energy Supphers (lES) BuslDess Development
(1) Assess IES potential for mvolvement m energy efficiency aCtlVltles,
(2) Define program of support to encourage partIcIpatIon of IES m full provIsIon

of servIces mcludmg energy efficIency

5.2 METHODOLOGY AND APPROACH

In November. 1997, recognIZIng the groWIng Impact and Importance of the Independent
Energy Supphers (IES) In the UkraIman Energy Sector, Hagler BaIlly undertook a full survey
and analySIS ofthe number ofIES hcenses that had been Issued and a statIStICal evaluatIon of
the actual portIon ofelectnclty sales whIch were flOWIng through these supphers A copy of
tlus report IS Included as AppendIX A

Based on the results ofthts analySIS and In recogmtlon of the sIgmficant new bUSIness
oppOrtunItIes WhIch are beIng pursued by Independent Energy Supphers In March of 1998,
Ms Lynn K Goldfarb (L K Goldfarb and ASSOCIates), preVIously employed by Central
Marne Power Company as VIce PreSIdent ofMarketmg, and recogmzed as a leader In
development of InnovatIve energy management programs, was mVIted to UkraIne to work
WIth the newly formed ASSOCIatIon of Independent Energy Supphers and several oftheIr
larger members to assess the and develop an approach for workmg WIth the Independent
Energy Supphers m the area ofEnergy EffiCiency The key reqUIrements of thts actIVIty was
to help the IES IdentIfy and begm to develop bUSIness actIVIties whtch mIght asSiSt In the
Implementation ofenergy effiCIency In the Ukratman electnc power sector Ms Goldfarb's
findIngs and recommendatIons, as well as her final report on the success of the Semmar, are
Included as AppendiX B The action plan whIch gUided the development ofthIs work IS
shown In AppendiX C

Upon receipt of these recommendatIOns, It was agreed that, In order to Interest and mvolve
the lESs In energy effiCiency actiVItIes, It was necessary to prOVide them WIth Information on
how such an mvolvement could proVIde new and profitable bUSIness opportunItIes To
prOVide thIS mformatlOn to the several of the larger lESs and set the stage for future

-------------- HaglerBadly --------------
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development. It was agreed to coordmate all actiVities With the Association of Independent
Energy Suppllers whose members 10clude fourteen (14) of the largest lESs 10 Ukrame
Several meetIngs were held With the Executive Director of the ASSOCiatIon Ms Yelena
Zolotaryova and her associates, and It was agreed that a 2-day semmar would be conducted
to provide busmess development mfonnatIoI4 market 1Ofonnatlon, and general techmcal
mformatlon and demonstrations, and thus WIll hopefully lead to future busmess development
by these mdependent busmesses

Development ofthe semlnar agenda and content was coordmated WIth the AsSOCiatIOn of
Independent Energy Supphers. and mvolved Energy SerVIce Compames and eqwpment
supphers who are already been mvolved 10 the appbcanon ofenergy efficiency technology m
vanous regions ofUkraIne AddItional mfonnatlon concermng the finanCial aspects of the
Ukratman EnergoMarket as well as opportunities for ongomg busmess development through
energy efficiency aCtiVItIes, were prOVided by Hagler Badly's US and Ukratman experts.
With a slgmficant emphasis placed on mvolvement ofUkrannan staff InVitations and
announcements were coordmated WIth the staffof the ASSOCiation ofIndependent Energy
Supphers The full agenda and details ofthe Semmar. mclud10g speakers presentations and
attendees, are mcluded 10 AppendiX D of thiS report

S.2 SUMMARY OF RESULTS

The Semmar for Independent Energy Supphers was conducted June 30-July I, 1998 at the
Energy EffiCIency Center ofKIev Polytechmcal Institute Wlu.1e It was well attended and
well receIved With slgmficant mterest m the tOPiC of future busmess development, there
appears to be httle prospect of slgmficant busmess Impact at the present tIme, due to a lack of
tmffmcentlves and the large percentage ofbusmess that IS conducted m the Ukramian
electrICity sector through the use ofnon-cash transactions

Independent Energy Supphers m Ukrame have developed a full and aggressive understandmg
ofhow to take advantage ofnon-cash transactIOns which allow them to prOVide electrICity to
consumers at rates that are slgmficantly below the rates of regulated tanff supphers whlle
stIll mak10g sIgmficant profits Smce the IES customers already have access to reduced rates
through their IES supphers, they are perhaps less motivated to mvest 10 energy effiCiency
eqUIpment and technology, however we beheve that the lESs themselves, may prOVide an
avenue for ImplementatIOn ofthIs technology, through therr InnOvatIve busmess development
capablhtles

Implementation of energy effiCiency technology Will mdeed prOVIde an area for future
busmess development for the Independent Energy Suppher, but IS highly dependent upon the
ImplementatIOn of wholesale tanffs that proVide the 10centlve for such development There
IS no questIOn that when thIs occurs, the progressive Independent Energy Supphers Will be 10
the forefront of the apphcatlOn and development ofthese opportunities Examples ofthe
progressive leadership ofthe AsSOCiation of Independent Energy Supphers can be seen m the

-------------- Hagler Batlly --------------
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news artIcles that are mcluded as AppendIx E ofthts report.

--------- HaglerBadly ---------
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REPORT ON IES BUSINESSES
by Alexander Petrov and Yaroslav BTlSIUck

The Independent ElectncIty Supphers (IES) fIrstly appeared m Ukrame m 1996 as a result of the
comprehensIve restructunng ofthe power sector The lESs are hcensed by the National
ElectncIty Regulatory CommIssIon (NERC), an mdependent regulatory authonty estabhshed m
1995 As ofOctober 1997 the number of lESs exceeds three hundred, and they account for 20 to
30 percent of the electncity sales m Ukrame

The maJonty oflESs despIte the fact that they are bcensed by NERC are not mvolved m the
tradmg of electncity Out ofhundreds ofbcensed lESs (on October 22, 1997 there were 326
hcensed lESs regIstered m UkraIne (see AppendIx I)} the number ofthose whIch are acuvely
mvolved m the electncity market ranges from 30 to 50 dependIng upon the month (See AppendIX
2 and Fig I) Mr Alexander Zapara ofPravex-Energy company whIch has been mvolved m IES
busmess smce 1994 elucIdated thIs phenomena by explmmng that a lot ofpnvate companIes are
usmg barter schemes where they receIve electnclty m exchange for products or services
However gettmg NERC's lIcense takes relatively long tIme So, If entrepreneurs mtend to
utilIze some barter operation where electncIty may be one lInk. m a cham ofbarter transactIons,
then they prefer to get a lIcense from NERC m advance In other words, entrepreneurs prefer to
receIve lIcenses m advance to aVOId problems WhICh could appear m the future If they have to
work WIth electncIty

In accordance WIth Mr Golub ofNDC, NatIonal DIspatch Center WIll not provIde US WIth
mformatIon regardmg IES actIvity because allegedly such mformatlon IS propnetary and
constitutes commercial secret We belIeve that mformatIOn about the partiCIpants of
Energomarket should be made publIcly avaIlable otherwIse there would be a contradiction WIth
the notIon of an open competitive market whIch thiS country IS trymg to buIld

There still are certain lImitatIOns as to With who the lESs can SIgn contracts for the supply of
electnclty For mstance. on October 23. 1997 the Energomarket Board adopted a deCISion that
Zaponzhya Ferro-Alloy Plant Zaponzhya Alummum Plant and Nlkopol Ferro-Alloy Plant WIll
be supplIed With electnclty exclUSIvely VIa theIr LEC at a fIxed tarIff of¢2 00 per kWh Before
thIs deCISIon. all of these enterpnses WIth total maxImum load ofover 1 GW were suppbed by
dIfferent lESs For example, Zaponzhya Ferro-Alloys Plant was fully prOVided With electnclty
by Energometcomplex company If thIs deCISIOn ofthe Energomarket Board IS carned out, the
share oflESs m the market WIll be conSIderably decreased, because as IS well known, the load of
these plants IS very consIderable

The general picture ofUkrame's IES market IS shown on the fIgure 1 It can be denved from the
graph that the IES market IS domInated by a small number of large compames WIth supply levels
rangIng up to 800,000 MW h a month, that supply up to one-thIrd ofelectnclty m the IES
electnclty market However, the maJonty ofIESs are small compames whose suppbes rarely
exceed 100,000 MW h a month

1
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All the lESs conditIOnally can be diVIded IOtO the follOWIng five groups

Figures 2 and 3 IES Supply an July and August 19972

b Medium lESs that are constantly present on the market have dozens of customers and as
It seems are the bona fide" lESs Representatives of this group are Pavex-Energla,
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a Large lESs whose success on the electriCity market IS fully determmed by the POhtlCal
SItuation 10 the country There are two dlst10gulshed representatIves ofthls cluster
Energometcomplex and the UOlted Energy Systems ofUkraIne Allegedly, their bUSiness
success and huge values ofsales were a consequence of the protecuomst polIcy of the ex­
Pnme MlOlster Lazarenko These two compames are no longer considered viable as a
result ofrecent changes 10 the market,

Despite the WIthdraWal ofthese compames from the electriCity market the share of lESs was
fairly stable 10 September and 10 two weeks ofOctober (20-23% of sales) Mr Golub IS

explaImng this fact that some other lESs came to the market and took the former chents of
Energometcomplex and the UESU (unfortunately, Mr Golub refused to name those compames)

In accordance WIth Mr Golub Energometcomplex recently completely left the electricity
market At the same time the share of the UESU considerably decreased dunng last two months
(as the result of the decIsion by UkrGazProm that prohibited the UESU to work on Ukraine's gas
market)

The share of two largest lESs 10 UkraIne. namely Energometcomplex and the Umted Energy
Systems ofUkrame (UESU), was 58% ofthe total energy supphed by all lESs 10 July and 57%
10 August 1997 (see Fig 2, 3)
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The companIes of the group B can be called "genume" lESs for whIch the supply of eleCtrICIty IS
a pnmary busmess The typical patterns of theIr operatIon are shown on FIg 5

As can be seen, the maJonty of compames (except group B compames) work on the market
sporadically, With penods ofbusmess activity usually not exceedIng one or two months Most of
the depicted supply curves are Intenmttent, whIch shows that compames of groups C and D do
not have long-term supply contracts and electnclty IS not the mam busmess for them
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Low Volume of Sales IES Supplle. In 1997

Ukraunan Gas Company, Ukrannan Power ConsOrtIum. Season-x. Euroresourse
Atomenergocomplex and some others,

FIgure 4' Group B, C, D, and E Suppbers3

The general pattern of work oftypiCal econOmIcally Viable lESs, representIng groups B, C, and
D IS shown on Figure 4

e Other compames wmch receIved IES lIcenses to proVIde an optIon for some future and
undefmed poSSibIlity ofworkmg WIth electnclty They are currently not actIve on the
market and have not been Involved m tradIng electrICity RepresentatIves ofthJ.s group
easIly can turn Into the group d

c Mmes and their UDlons wlnch received lIcenses from NERC onlv to facIlItate their
relatIonsmps With GENCOs and Energomarket The mam reason why those compames
came to the IES busmess IS to sell therr coal more successfully Among
the representatives ofthis group of lESs we may note such companIes as
UkrUgleResursy, DonUgol and PavlogradUgol We can also mclude mto thJ.s group
certam power plants that have lIcenses for mdependent supply,

d Compames that sell electrICity from tIme to tIme, dependIng on whether they currently
get electncity as payment m exchange for somethIng else or not
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SIgnificant discount, whtch may be 10 percent or more Since the supplIes ofelectnclty are very
conSIderable, and thus commodities are offered at wholesale pnces and additIOnal diSCOunts
The IES then sells the goods that It received from the customer as payment and receives cash, the
amount ofwhich IS greater than the amount spent by the IES on fuel and other expenditures The
revenues are then reinvested Into purchases offuel and subsequent bUSiness cycles Typically,
one bUSiness cycle, I e from purchasing offuel or arranging Its delIvery to power plant, to

As a rule. most ofthe lESs use the followmg scheme ofwork The IES purchases fuel (coal,
nuclear fuel rods etc) from a supplIer as an alternative, IES may sometimes although qUite
rarely, receive fuel as a consignment The IES then delIvers fuel to power plant which generates
electnclty and delIvers It to the Energomarket The power plant prOVIdes the IES With
documents for the amount ofelectnclty eqwvalent by cost to the amount offuel that the IES had
supplIed The IES then arranges the delIvery of electnclty to ItS customer via corresponding
LEe and pays transit fees to that LEe The customer pays for the electnclty supplIed by the IES
In the form of goods winch that customer IS producing The goods are supplIed to the IES With

As we can see on tins graph the compames of thiS group are constantly Involved In the trading of
electncIty, being actIve on the market throughout the whole year The compames ofthis group
have establIshed long-term contracts With end users ofelectnclty and supplIers of fuel whtch
they provide to generating compames Many of these compames have customers In several
oblasts and are Interested In expanding the network oftherr bUSiness contacts
Electnclty sales IS the main bUSiness for group B compames and some ofthem have up to sIXty
enterpnses to which they sell electncity
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collectIng revenues lasts up to two months These cycles m most cases overlap to provide for the
contmwty ofservIce Large lESs may work WIth several power plants located m dIfferent parts
of the country to service chents throughout Ukrame. yet the geographtcal aftihauon IS more
WIdely spread

A month ago an AssoclaUon ofIndependent Energy Supphers (AlESs) was created It
Incorporated the followmg fifteen lESs from allover Ukrame Smus. Inter-Contract.
PromEnergoExport. UkraIman Gas Company. Stal, Ukraunan Energy ConsOrtIum, Vis-a-vIs.
Tnverton Internauonal, Galev, UkrPodshIpmk. Keros-Kiev, Inek, Smta, BIllmpex Energy
CorporatIon and PromEnergoComplex Thts IS an non-pohtlcal. non-profit, non-governmental
orgamzauon whose mam objective IS the lobbymg ofthe mterests oflESs at the Energomarket
Board, m the Government, and m the Parhament

AccordIng to therr Charter the ASSOCiations s mam goals are as follows coordmatlon of acUons
of generators m the electnclty market, mcludmg the development ofa unIted posItion m relation
to the formatIon ofpnces and amounts ofsupply, market analysIs and forecasts ofpossible
changes, mamtatmng StatIStiCal Information on generation supphes and consumption of
electnclty, preparation ofproposals for Improvmg the work ofthe members ofthe ASSOCIatIOn
and for attractIng foreign mvestments mto generatIon and supphes ofenergy, preparation of
proposals on state procurements. preparatIOn ofproposals that need to be consIdered m the
process of clrafung enactIng statutes and regulatIOns that affect the power sector, mcludmg tax

regulatIons and formatIon ofpncess

Members ofthe Orgamzmg CommIttee of the ASSOCiation have already met WIth ChaIrman of
the NERC Butslo The mam Issues they dIscussed WIth Mr Butslo were the posslblhty to
mcorporate one or two representatives of lESs on the Energomarket Board, as well as to receive
guaranties of equal competition condItIons for oblenergos and lESs on the electnclty market
Members ofthe Organlzmg Committee ofthe ASSOCiation had met WIth Pat Shapiro twice

Thev asked USAID for adVISOry servIces from an Amencan consultmg firm to obtam current
mformatlon on the situation on the electnclty market as well as to gam access to the latest
legislatIve mformatlon regardmg lESs The ASSOCIation representatives m a meetmg WIth Jim
Stanfield, Inna Yegorchenko and Alexander Petrov which took place m our office on Fnday of
October 24. 1997 smd they would hke to use Hagler Bmlly as the consultant

We belteve that "Group Bn ofthe above gIven clasSification IS the most attractIve one to work
WIth because the lESs ofthIs group conSIder electriCity supply as a senous, long-term busmess
Thts group constitutes the core of the IES segment ofUkratne's electriCity market Since It
encompasses VIable supphers whtch are not any of the extremes currently present on the market,
such as pohtIcally protected Jumbo compames or compames for whIch electnclty IS a sldelme
busmess The compames of group B are shapmg the IES market ofUkrame, and the number of
these compames IS constantly groWIng

SBusmess # 44 (251) 3 November 1997 p 39
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Independent Electricity Suppliers

- -
INumbero Date

\

IDeclared ISUl!pll In \ sucPly In \ SUPP~ In ISUPPI~ In \SUPPI~ InISupply In ISuply In \ Supply In
## NERC hcense SUbject Oblenergos s~"eIY, 99, Fe rua~ March 997, April1 97, Ma~1 97, June 1997, JU;1997,AUgust1997,

Order Issued h MWh 1997, M h MWh MWh Wh MWh Wh MWh

AMP Ukraine-Andorran
81 110996 JV I I 2100 000 I 293748

Naphtokhlm.a
Fuel and Power

2 I 82 I 11 09 96 I Assoc,al,on I I 2 000 000
Ravno zmOrOzhye
Crimea Ikolayev

Pravex Energla I Pollava Sumy I I 291668 I 256414 I3 I 83 I 11 0996 I Subsud,ary Company Kharklv I 1 500 000 13251 0131 215170 74273 I 87363 I 89542

Pravex Brok
4 I 84 I 11 09 96 I CI'PfUS"Ukr,,,,,an JV ~ I 55 000

INEK UkrainIan-Russia Danelsk luhansk I I I I I I5 85 11 09 96 Joml Firm CherOlhlv 1 200 000 I I 39058 I 50886

Ukrvlmkom
6 86 11 09 96 Smgap'" UkIa.",. JV1 I 500 000

UkralOian Gas com:an Donelsk Zaponzhya
Closed JOint Slo lUhansk Nlkolayev. I I I I 15047 I7 I 87 I 11 09 96 I Partnership Pollava Chermglv I 600 000 I 17 884 13254 27644 15425 I 49 379 I 49 378 85

ARTOR
8 I 97 I 17 09 96 IUkralman American JV I I 1800000

RosUkrenergo

I
Closed lyree JOlOt-Slock I

11800000 I I I I I I9 98 I 180996 I Pa nershlp 156 23323 21967

SEN TRADING
UKRAINE FIrm with

10 I 99 I 180996 I Foreign Investments I I 2076 000

promene~oexllort
Closed lype Oint-Stock I Volyn Zaponzhya ,

I I I I11 I 99 I 180996 I Partnership Lugansk I 1112 000 I 242478 I 58389 89617 51234 I 10872 I 3522

Electro~ostachbut
Pnvate rade and

12 I 101 I 180996 I Production Enterprise I I 800000

BIS JOint Stock
I I 100 000 I I I I I13 I 102 I 180996 I Partnership Donetsk I I 25363 I 31419-

--~
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VEGA JOint Stock

14 I 103 I 180996 I Partnership I 220000
I

I
Stan Complex I I 28500015 I 104 I 18 09 96 I Ukralman Russian JV

Barvlnok JOint Stock I I I I I I I16 , 105 I 180996 I Partnership Kharklv I 600 000 I 2288 2022 3594 I 1838 I 2108

17
1

106 I 180996 I Ukrainian Power IVlnnltsa Klevenergo I I I 30446
I

105603 I 879 I 23151 I 16351 I 73439 I 28466Consortium Khmelmtsky I 1 650 000 I

Region Inter Branch
Fuel and Power

18 I 109 I 24 09 96 I Syndicate I 1 600000

ITradll~ House of Metals
19 I 110 I 24 09 96 I lt Partnershl~ J

,SIstemy Integrated owe,
Networks of UkraIne

Industrial and Financial I I I20 I 111 I 24 09 96 I Corporation Dneproblenergo I 251000 I 467718

21 I 112 I 240996 I PMM ltd Partnership I 500000 10714

SP-SALUS ltd
22 I 116 I 240996 I PartnershIp I I 1810000

CYNTA JOint Stock
SClenllfic Productive

23 \ 117 \ 250996 I Amalgamatlon

I 800 000 1678 9731 I I I I
I

24 I
UkrPldShy~nyk Open I I 42619 I 49200118 I 25 09 96 I JOint Stock artnershlp Donetsk 40130

25 I I 250996 I
SESON X Subsidiary I I I I 1991 I I 5610 I 5500 I 5619119 Enterprise LVlv 90000 2140 1985 1971

26 I 120 I 25 09 96 I Alina Private Enterprise 400000

27 I 121 I 250996 I "yak JOint Enterprise , 200000

Intertrade
28 122 25 09 96 Ukrainian-American JV I I 1590500

Ukvlt Closed JOtOt Sto
29 123 250996 Partnership I I 600 000-
~
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Tekhnlka Ukrainian
Manufactunn~and

I30 124 250996 Commercial Irm I 77 365

Dlmelot Closed
31 125 250996 JOint-Stock Partnership I I 150 000

Etalon Closed
32 I 127 I 01 10 96 I JOint Stock Partnership I I 800000

33 f
Intergas Closed

128 I 011096 I JOint-Stock PartnershIp I I 1800000

Manufactun~and

34 I
Power Group losed

I 1200 000129 I 0110 96 I JOint Stock Partnership I

Inter Contact
Closed-Type JOint Stock

I 1 800 000 I 989 27835 I 133 I 011096 I Partnership I

36 I
Kylv Oonbas Closed

134 I 01 1096 I JOint Stock Partnership I I 1 800 000 11 779 501

Interkas Kylv
Luxemburg Ukrainian JV

37 135 0110 96 Ltd I I 1800 000

La~nnth Pnvate
I I 200 000 I38 136 021096 nterpnse I 6699 I 37150 I 896
I

KDM Manufactunng and.
Financial compan~

39 I 137 I 02 1096 I JOInt Stock Partners tp I I 1000 000

Energokom PartnershIp
40 138 021096 Ltd I I 600000

Electrotek Small
41 139 021096 Collective Enterpnse I I 150 000

42 I
Khortytsa CorporatIOn

140 I 02 10 96 I JOint-Stock Partnership I I 250000

Zmllv Bulldln9
43 I 141 I 021096 I Partnership Lt I I 100000

Tnverton InternatIonal
44 I 142 I 02 10 96 I LTO Partnership I I 1800000 I I 72567 I 14897 I 31112

clJrus-Ukra,man
Clos -Type JOint-Stock

45 I
Partnership with Foreign

143 I 021096 I Investment

-
~
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Rassvet Open

I 85730046 I 144 I 02 1096 I JOint Stock Partnership I

Ternoplloblenergo State
JOint-Stock Electnclty

47 I 147 I 09 10 96 I SupplYing Company

,Ener~obud" State

48 I I 091096 I
Jomt S ock Holding

I I150 Company 45000

49 J I 161096 I
Transenergogas

153 Partnership ltd

Ukrvostokprom
Closed-Type JOint-Stock

I 500000 I I I50 I 154 I 16 1096 I Partnership I I 3147

Ener~osbu~romOpen
51 I 159 I 16 1096 I Joint tack artnershlp I I 2160000

52 I
ASropromexport

I 800000160 I 161096 I JOint tock Partnership

pnkarrratl~a

53 I 161 I 161096 I
Onon Kylv Affiliated Khme OItS y

I 3600000 I 621325 I I I I I I 24616 I 9185Company Zaponzhya

Promsnab DIversIfied I
I 200000 I54 I 166 I 231096 I Firm Partnership ltd I 3500 I 10600 I 9159 I I 7091

SOIUZ Ltd
UkralOlan Russian JV

55 I 167 I 23 10 96 I with Foreign Investment I I 100000

AMPA JOlnt·Stock
56 I 168 I 231096 I Partnership

57 I 169 I 231096 I
"Hydraulic Small

I I 100000Private Enterpnse

Service Center Alpha
UkralOlan-Austrlan JV

58 170 231096 ltd I I 300000

Alkor Dmpro
I 1800000 I59 171 231096 Ukrainian Russian JV I I I 14203

State Enterprise of
Rural Electnclly Network

of Donetskvuhtllla
I I60 I 175 I 301096 I Industrial Amalgamation I 50000 I I I I I I 50677 I 58711

EnerQovuhlllla -
ElectnClty Network

I
Enterpnse Open

I 200 00061 176 I 30 1096 I Jomt Stock Partnership I

--~
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SBII7I Invest Special -

Construclron and DesIgn
Open JOint-Stock

62 I 180 I 30 10 96 I PartnershIp

I 301096 I
Ivanna Agricultural

I I I I 1006 I 529 I 194563 I 181 Company

Transnaphtoproduct
64 I 182 I 301096 ISmall Private Enterprise

Ukrenergostroy Closed
I 180000065 I 183 I 30 10 96 I Joint StoCk Partnership I

PromenerlJocompJex
Closed JOint Stock

66 I 184 I 301096 I Partnership I I 450000

Ukrlnterproduct
Affiliated Company with

I 60000067 I 185 I 301096 I Foreign Investment I

Visavi Closed
I 1 800 000 11 227 790 I I I 216794 I 250781 I 166538 I I 740068 I 186 I 301096 I JOint Stock Partnership I 100000

and Manufactunng
Center of Dnlpropetrovsk

Oblast State
I 181000069 189 06 11 96 AdmlOistratlon I

70 190 061196 Arkhlvlst Small JV I I 25000

OLGasENERGO
71 191 061196 Affilrated Company

EIlla Closed JOint-Slack
72 I 192 1061196 I Partnership

AMT Closed JOint Stoc
73 I 193 1061196 I Partnership

Anna JOint Stock
74 I 194 1061196 I Partnership

Energoservlce Firm
Closed JOint-Stock

I , 2250000 I I , I I 186375 I 195 I 061196 I PartnershIp 2473

Intennash Closed
76 I 196 I 06 11 96 I Joint-Stock Partnership I I 100 000

1 131196 I
Energy-Service

771 198 Partnership Ltd

...-
~
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78 I 199 I 1311 96 I Valt Partnership ltd

Sumy Leased
Enterprise of Thermal

79 I 200 I 13 11 96 I Networks

DnlprMed
Ukrainian RUSSian

80 I 201 I 131196 I PartnershIp ltd I I 360 000

I 1131196 I
Chornobyl NPP State I 19962 000 I I I I I81 202 Enterpnse 1288

I

Rlvnenska NPP State I I

82 I 203 1131196 I Enterprise 110900 000

I
ZapEcoProm

83 I 204 I 131196 I PartnershIp ltd ! 350000

I
84 I

AtamarOpen
207 I 13 11 96 I JOint-Stock Partnership

Energla Concern Close
JOint Stock Partnership
Transnational Industrial

85 I 208 I 131196 land FinanCIal Corporat,ori I 800000

86 I I 20 1196 I
Donprom~ostavka

210 Partners IP ltd

Velyka Transportna

201196
Compamya Partnership

87 213 ltd

Radon Closed-type
I I I I I88 214 201196 JOint-Stock Partnership I I I I I 1981

89 I
Ukrtekhresursy Closed

215 I 20 11 96 I JOint-Stock Partnership

90 216 201196
Ukratomenergozapchast~
na Ukrainian-Russian JV

271196
Energoelectronrca State

91 217 Enterprise

Rebar-Ukraine Affiliated
92 I 218 1271196 I Company

93 I
Promzvlazok Open

219 I 27 11 96 I JOint-Stock Partnership I I 155000

.--
~
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Mashproekt SCientifiC I

and Manufacturing
94 I 220 I 27 11 96 I Enterprise

JV with Foreign
Investment of Information

and Technologies
95 I 228 I 271196 I PartnershIp ltd

HEM Open JOint Stock
96 I 234 I 03 12 96 I Partnership

LUhanskpostach
LUhansk State

CommerCial and
I I97 I 235 I 031296 I Manufacturing Firm 1200

I 041296 I
Energocontract

98 I 236 PartnershIp ltd

99 237 041296 Comblfodd LTO JV

Comecenergo
100 238 041296 Partnership ltd

Dobrobut Open
I I I I I I I I I 9000101 I 239 I 04 12 96 I JOint Stock Partnership I

Office Manufacturing
I I I I I 152900102 240 041296 and CommerCial Firm I

Bltlmpex Partnership I Oonetsk Odessa
I I I \ 78838 I 7990 I 40802 I 36292 I 48698 I 39122103 241 041296 ltd Kherson

Atomservls Open
104 242 111296 JOint-Stock Partnership

Kollr Ukraine lIallan JV
105 250 111296 ltd

Halev ltd Open
106 251 11 1296 JOint Stock Partnership

Evroservlce Conpany
Closed JOint Stock

107 i 252 1111296 I Partnership

Evroresource Corp
Closed JOint Stock

I I I I I 5860 I 14872 I 14273 I 12050 I 3956 I 6120108 I 253 I 11 1296 I Partnership Crimea 14384

UkrzarubezhnaphtogasI I 300000 I I 340 I I I I I 299 I 1576.109 I 254 I 11 12 96 I Corporation Crimea

~
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110 I

Atomservls Open
255 I 11 12 96 I JOint Stock Partnership I I 400000

"Oonbas Fuel and
power compan~'

111 I
Closed Type JOInt tock

261 I 18 1296 I Partnership

Elko' SCientific and
Industnal Economic

112 I 262 I 181296 I ASSociation

I LVlvenergoremont

113 I I 181296 I
Open JOint-Stock

263 Partnership

114 I I 181296 I
Electrum" Partnership

264 LTD
"Torho~Olm

Ukraine Lit uaOla

115 I
Closed Type JOInt Stock

265 I 18 12 96 I PartnershIp

116 I
Laval Closed Type

266 I 18 12 96 I JOInt Stock Partnership

"AGRO MARKET

117 I
Closed Type JOint-Stock

267 I 18 12 96 I Partnership

I Electrobudlnvest"
118 I 268 I 181296 I Partnership LTD

119 I 271 I 251296 I
' Energomash '

Partnership LTD

120 I 276 I 251296 I "Allen" JOint Venture
I Promlex" Partnership

LTD [License IS

121 I
costponed until the

278 I 25 12 96 I tatule IS amended)

122 I
"AGAT-A Open

279 I 25 12 96 I JOint-Stock Partnership

123 I
Ener~la Open

280 I 25 12 96 I JOInt Stoc Partnership

124 I
"Shellon" comg::ny

281 I 251296 IWlth Foreign Inves ents

125 I
"Codek Factor' Open

282 I 25 12 96 I JOint-Stock Partnership

~
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RegIOnal Agency of I

economic development
Closed Type JOint-Stock

126 I 2 I 09 01 97 I Partnership

Kraysvest Company
127 3 090197 LTD

I Intercoal Company
128 4 090197 LTD

I Rosukralom"
Ukrainian-Russian JV

129 I 5 I 090197 I LTD

Integratslya"

130 I
Closed-Type JOint-Stock

6 I 09 01 97 I Partnership

131 I 7 I 09 01 97 I Khmelmlsky NPP
Enterprise of

"Energoatom Energy

132 I
Compan~' Open

8 I 1501 97 I JOInt Stock artnershlp

the Leasln~ EnlerCrlse
I Svema" ndustr al

133 I 9 I 150197 I Amalgamation

"KharklVsky Induslrlal
Umon" JOint Stock I

I I I I I I I I 44730 I 51288134 I 10 I 150197 I Partnership Kharklv

Skhld" Production and
135 I 11 I 150197 I Trading Enterprise

136 I
Metkhlm" Closed T~pe

12 I 1501 97 I JOint-Stock Partners Ip

Stal" Closed Type
I I I 110758 I I I I 150908 I 70701137 I 13 I 15 01 97 I JOint-Stock Partnership I 19000 20855 60000

Donvugleservlce I

Closed-Type JOint Stock
138 I 70 I 22 01 97 I Partnership

I DTs Energoprom ltd
139 I 71 I 22 01 97 I Partnership

"SinUS" Closed-Type
140 I 77 I 29 01 97 I JOint-Stock Partnership

"AtomenrQokomplekt"

141 I I 290197 I
Open JOint-Stock

78 Partnership

~
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, I I I

Dnepr Crimea Rlvne I

Energometcomlex Poltava Zaponzhya I
142 I 87 I 120297 I LTO Partnership I Pnkarpatlya: I I 266680 I 357914 I 36876 I 36446 I 282494 I 694578 I 857689

I I Ksevol' Small I I
143 I 68 I 120297 Enterprise f I I I 1 194 I 3945

•Anllk" LTO partnershlJ
144 89 120297

PIVdentepJoenergomonta
145 93 190297 ge Open JS Company

Promenergoresyrsy
Fuel and Energy

146 I 94 I 190297 Company

147 I 97 190297 Energobudservlce

148 I 101 260297 Gross lid

Ukr Belarus
UkrtechnoslOtez JOint

149 102 260297 Venture

Ukrvyglemash JS
150 103 260297 Closed Type Company

151 I 104 I 2802 97 I KeIOs-Ky" Ukr-U S JV luga..k I I I I 31 000 I 55 000 I78 714 I 21 203 1242 871 I 51 8"

Nerudenergoprom
Company Ltd

152 I 144 I 050397 I Partnership

Navigator-L Private
SCientific and Producllon

153 I 205 I 19 03 97 I PartnerShip

EnergyResouce Closed
154 I 206 I 190397 I JOint Stock Partnership

Taka JOint Slack
155 I 207 I 19 03 97 I Partnership

Aslra·lnlernatlonalltd
156 I 215 I 260397 I Partnership

Sevsls Concern Closed
157 I 216 I 2603 97 I JOInt Stock PartnershIp

~
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Optima Stili ltd

158 I 217 I 260397 I artnershlp

Information and
159 I 218 I 260397 1 Technology JV

Rlvne NPP Constructlo
Department Closed JOint

110900000160 I 254 I 03 04 97 1 Stock Partnership 1

161 I 255 I 03 04 97 I BARK LTO , Partnershll

162 I
Ukrenergozakhlst o~en

256 I 03 04 97 I JOint Stock Partners Ip

163 I 257 I 030497 I OlBI PartnershIp

164 I 287 I 160497 I
BARI Company wIth

I I I I I I I I I 109575 I 122550Foreign Investment Poltava I

Ene~oconSUlhng LId I I I I I165 I 288 I 160497 IClose Type PartnershIpI Kiev Donetsk I I 966 8664 ! 4695

Ukralnran Croatian
166 306 190497 Inetekconlrolserv,ce JV

Intehnvest Small Private
167 307 190497 Company

BIC Energo Trade Ltd
168 I 308 I 190497 I Partnership

Transenergo Closed

1&9 I I 210597 I
TY~ JOInt Stock

339 artnershlp

170 I 363 I 04 06 97 I Khartla LTD Partnrpsh.p

Fund Closed Type JOint I I I 1 I I I171 I 364 I 04 06 97 I Stock Partnership I lugansk I 1423 I 4659

172 I
Orion KieV Closed TJfe

365 I 04 06 97 I JOint Stock Partners Ip

Enekom Fuel and
173 I 380 I 180697 I Energy Concern

~
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174 I 392 I 250697 I Alva Partnership LTO

PlvdenelectromerezhbudI
i I I I175 I 393 I 25 06 97 ! prom Klrovograd I I I I 809 I 504

Energy Invest Company

176 I I
Closed Type JOInt Stock

394 25 06 97 I PartnershIp

Financial and Economic

177 I I 2506971
Grou~Closed Type

425 rtnershlp

178 I
Ly~chanSkvuhllha JOin

451 I 02 07 97 I tack Partnership

MakVu~leKoksVuhllha

179 I
State JOint Stock Open

452 I 02 07 97 I Partnersh8,
UkralOlan as

Company Estar

180 I
Establishment Company

453 I 02 07 97 I Subsidiary

Energy Department

181 I
State JOint Stock Open

454 I 02 07 97 I Partnership

182 I
UkrVuhleResursy StateI

I I I I I I I I 44042455 I 02 07 97 J Company Lugansk I 44042

02 07 97
Linda Farm Partnership

183 456 ltd

Prlvat-Invest JOint Stoel
184 457 020797 Closed Type PartnershIp

AgroGasProm JOint

185 I I 020797 I
Stock Closed Type

458 Partnership

UkrVtorResursyTransMe
al JOInt Stock Closed

186 I 459 I 020797 I Type Partnership

pavlo~radvuhlllla State I
i I I I I187 I 497 I 10 07 97 I Hoi In9 Company Crimea I I 30517 I 50667 I 92181

Ukr Ros
Ukralman-Russlan Jomt

188 I 502 I 170797 I Venture

Chervona Zlrka State

189 I I
Mining AdmlOlstratlon

504 17 07 97 I Company
~'

"\
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190 I

VugleZbut State Open
505 I 17 07 97 I JOint Stock Partnership

METL Production and

191 I I 170797 I
Commercial Group

506 Partnership Ltd

Sigma Financial and

192 I I
Production Group

507 23 07 97 I JOint-Stock Partnership

Technical Center
Automatization and

193 I 508 I 23 07 97 I Protection Subsidiary

Grand LTO Partnership
194 509 2307971 Ltd

I OObr~lIl1avuhlllla State
195 511 23 07 97 HoI 109 Company

196 512 230797 Olexandr LTO

YurkoVllsa Closed Type
197 513 230797 JOint Stock Partnership

198 I 514 I 230797 I KyEvLTD

199 I I 230797 I
Mekhprom Open JOint

515 Stock Partnership

Hydrocomplect Closed

200 I I
Ty~e JOint Stock

516 23 07 97 I artnershlp

Ene~ospetscomPlectbud'

201 I I
pen JOint Stock

517 23 07 97 I PartnershIp

202 I I 230797 I
Ralvel Inter-Regional

518 Enterpnse

203 I I
Omprovska Mine State

519 23 07 97 I Enterpnse

204 I I
KYlv-Code Closed Type

520 23 07 97 I JOint Stock Partnership

Sodas UkralOlan Polish
205 I 521 I 230797 I JOint Veture

~
6'"
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206 I 552 I 3007971 Ukrrosgas LTD

Shakhtarska Hlyboka
Mines State Open JOint

207 1 553 1 30 07 97 I Stock Partnership

Keramlst' Trading and
208 I 554 I 30 07 97 I Production CorporatIOn

'UFK Alta Capital LTD
209 I 555 I 30 07 97 I Partnership

Ordzhenlkldzhevuhllha
210 I 556 I 30 07 97 IRoductlon Amalganatlon

'Danko' SCientific and
211 I 587 I 06 08 97 ICommercial Partnership

212 I 1060897 I
Donetsugleresursy

588 State Company

Antratsyt Dressing Mill
213 I 589 I 06 08 97 I State Company

Unlcon LTD
214 I 590 I 060897 I PartnerShip

Radical 0rfren JOint
215 I 591 I 060897 I Stock Pa nershlp

216 I I 060897 I
Donvugleprom LTD

592 Partnership

Pohprom SCientific and
Production LTD

217 I 593 I 060897 I PartnershIp

By Product Coke Plant
Open JOint Stock

218 I 594 I 06 08 97 I PartnerShip
Matenal and Technical

Department of
hakhtarskantratsyt Stat,

219 I 595 I 06 08 97 I Holding Company

Unltes-91 LTD
220 I 596 I 060897 I Partnership

Matenal and Technical
Department of

hakhtarskantratsyt Stat,
221 I 597 I 06 08 97 I Holding Company

~
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Farmer AgrIcultural and
222 I 598 I 08 08 97 I Industnal Company

Energopromkomplekt
223 I 599 080897 UkraInian Russ,an JV

224 I 600 080897 Energoservlce ltd

Ukrtekhopt JOint Stock
225 I 601 I 08 08 97 I PartnershIp

Donvuhlecomplect
ltd JOint Stock

226 I 602 I 080897 I Partnership

Intennvest Corporalion
227 I 603 I 08 08 97 I JOint Stock Partnership

228 604 080897 MAKlltd

229 605 080897 Mostep ltd

PrommashtorB Closed
Ty~e JOint tack

230 I 606 I 08 08 97 I artnershlp

231 I 609 I 13 08 97 I Centroenergo SJSESC

U P E K JOint Stock
232 I 610 I 130897 I Partnership

zaconzhla Abrasive
233 I 611 I 130897 I In egrated Works

Luhansk Vuhllha State
234 I 612 I 130897 ! Holding Company

Energo Concern
Ukrainian Cyprus l,bena

235 I 613 I 130897 I n ltd

TekhSyrovyna Closed

I 130897 I
Typed JOint Stock

236 I 614 COmpany

Generators license
237 I 615 I 13 08 97 I Issuance to Promek ltd

~
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UKR-CAN-POWER JVI

238 I 616 130897 Ltd

Expodonbas
239 620 200897 Ukrainian Kuwalll JV

K.evkh'ffivolokno Open I
KIev I I I I I I I I 2778 I 2778240 621 200897 JS PartnershIp

Zhdamvska Coal Mine

200897 I
State Open JS

241 I 622 I PartnershIp

'OffiIX Ukra/man-
242 I 623 200897 AmencanJV

243 I 624 200897 R E Energostroy Ltd

'Elton' Closed -Type JS
244 I 625 I 20 08 97 I Partnership

ver~ehvska Coal Mine
tate Open JS

245 I 626 I 20 08 97 I PartnershIp

Krasnolymanska State
246 I 627 I 200897 Holding Company

247 I 628 I 200897 alia Tserkva CHP

Donbas Komsomoletz
oal Mine' State Open J

248 I 629 I 20 08 97 I Partnership

o F Zasyadko Coal

200897 I
Mine' State Open JS

249 I 630 I Partnership

Ukrgasprom JS
250 I 631 I 200897 Partnership

251 I 632 I 200897 'lex' JS Partnership

TRUSTIER Pnvate
252 I 633 I 2008971 Company

Shachtobudmontage
253 I 682 I 03 09 97 IClosed Type PartnershIp

~
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254 I 689 I 030997 I Donbasenergo

255 690 030997 TMKlId

luhansk Vuhleresursy
256 691 030997 State compan~

'Torez Commercia Coal
Seiling Company'

257 I I 030997 I
Sul:isldlary of

692 Torez-Antratsyt

258 I
Titan Export' Subsldlaryi

693 I 03 09 97 I of TIIan Company

030997
vrv Export Import

259 694 Ukrainian German JV

030997
Industry Coal Mine No

260 695 71

all Processing

261 I I 030997 I
Amalgamation-

696 Halytchyna

262 I 697 I 030997 I Pavlogradbud

263 I 698 I 030997 I Carbon lid

'Institute of New
Technologies'

264 699 030997 Ukrainian Russian JV

Brlnkford Consulting
265 700 030997 Ukraine ltd

Turbostal
266 701 030997 Ukrainian-Russian JV

'Tekhtrans Closed Typel
267 705 100997 JOint Stock Partnership

Kindrat.evka Coal Mine
268 I 706 I 100997 I State Company

'Energozbutprom'
Closed Type JOint Stock

269 I 707 I 10 09 97 I Partnership

~
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""

270 I
I I Smzhantratsyt I

708
,PrOduction Amalgamation

100997 I

I 1009971
'Energolnvest ltd

271 I 709 Partnership

Svrdlovvuhlezbut State

I 100997 I
Open Jomt Stock

272 I 710 Partnership

Amendmg RTS License
273 I 714 I 120997 I Issued to LVlv Railway

Amending LVNO License
274 I 715 I 120997 I Issued to LVIV Railway

17 09 97 I
Kh,mprom Production

275 I 743 I Amalgamation

Ener.yostrCJcservlce
Closed ype oint Stock

276 I 744 17 09 97 . Partnership

277 I 745 17 09 97

Energoresourse Closed!
Ty~e JOint Stock

278 I 746 I 17 09 97 I artnershlp

AKS International
279 I 747 I 17 09 97 I Ukralnran German JV

Ukralnran RUSSian
Fmance and Industnal

280 I 748 I 170997 I Company

281 I 749 I 17 09 97 I BOVI Company

I I282 750 17 09 97 Southern Ukrainian NPJ I I 622858 I 519314

I SpYlannra' Leasmg
283 751 170997 Company

Ukralnran SCIentific
Institute of E:losure
Protective an Mining

284 I 752 I 170997 EqUipment

~85 I 753 I 170997 Atratsytvuhleresoursy

"""-
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Ukrtransenergo Pnvate
286 I 755 I 17 09 97 I Company

Meddy International
International Closed Type:

287 I 756 I 17 09 97 I JOint Stock Partnership

I 221347 I I 12324771 1262621288 I I I Atomenergocomplex N.kol.ye. Khe"on I I 62315 86921 61783 26806

Promatom lid
289 I 766 I 240997 I Partnership

240997 I
Klmenya lid

290 I 767 I Partnership

Korona Capital Pnvate
291 I 768 I 24 09 97 I Company

I
292 I 769 I 24 09 97 I Ukrenergokoks Concer,_1

293 770 240997 Sofit Small Business

Universal'
294 821 011097 lid Partnership

'GEOID Corporalion
295 I 822 I 011097 I lid Partnership

'Vostok Firm'
lid Partnership with

296 I 823 I 011097 I foreign Investment

'Ukrainian Stock Society
297 I 824 I 01 1097 I lid Partnership

'lTERA Ukraine'
Commercial Ene~y

Company Closed ype
2g8 I 825 I 01 1097 I JOint Stock Partnership

299 I 826 I 011097 I 'TVEL Small Business

'Simplex Production
Company In Elevator

300 I 827 I 01 1097 I Despatch

301 I 828 I 011097 I letan ltd Partnership

~
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302 I I 011097 I

'Antratsyt State Holding

303 I
Compan~' Open JOint

829 I 01 1097 I Stock arlnershlp

Kharklvzahzobeton

304 830 011097
Company (Subsidiary of )

305 011097
ESCO-SKHID Energy

831 Service Company

306 I 835 I 07 10 97 I Astar Private Company

I
I

I
307 I I I Zahldvuglezbutpostach Volyn LVIV

I 34105 34498

308 InterGlobe 58000

I

309 Energoton

I
1905 2092 1799 2593 1900

310 Ukrlechnoslntez 5650

311 Okbabrugol 30973 1552

312 I I I MMKlllylcha 25442 25442

313 I I I Intercontrol service 54545 54 545

BIS Energo Trade

314 I I
(license revoked I I I I I 18182 II 10/22/97) 38673

315 I I I Artur JOint venture 3001

316 Intercontact 19390 I 9997

317 Energozbut 30000

~
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~
~

318 Parma I I I 20000 I I 20370

319 2210 97 Irbls 100000 000

NezhlO Laboratones of
320 2210 97 Scanning Equipment I 16756000

Ukrainian Industnal
321 I I 221097 I Company I I 600 000

322 I I 221097
Fortress Development

Corporation 400 000

323 I I 221097 Zeus Energo I 300000
I

324 I I 221097 Transenergoresource 1100000
I

325 2210 97 Pnhv I 100000

326 221097 Produgol I I 40000
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Economically Viable
Independent Elec:tnclty Suppllen
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EconomIcally VIable Independent Electricity Suppliers

Number Date Declared I I IsucPly In IsUPP~ In ISuppl~ In Isupp~ In ISupply In ISuply In ISupply In
tI# lofNERe license Subject Oblenergos SP.Mly, 1~~GP.x:h Fe r~ March 997, April 1 97, Ma~ 1 97, Juna1997, JU~997, August I

Order Issued h ' 1997, h MWh MWh Wh MWh h 1987, MWh

81 110996 AMP Ukraine Andorran JV 2100000 293748

Rovno Z~orOZhye
Pravex Energ.a Subsudlary Cnmea Ikol~ev I2 I 83 I 110996 I Company Pollava Sumy arklv I 1 500000 I 32510131 2151701 2916681 2564141 742731 873631 89542

INEK Ukrainian RUSSian JOint Donelsk Luhansk
I 12000001 I I I I I I3 I 85 11109961 Fum Chermhlv 390581 50886

Donelsk Zaponzhya
Ukra'nlan Gas Company Close luhansk Nlkolayev,

6000001 I 17 8841 1325414 I 87 I 11 09 96 I Joint Stock Partnership I Pollava Chernl91v I 276441 150471 154251 49379/ 4937885

I I 180996 I
RosUkrenergo Closed lype

I 18000001 I 1561 I 233231 I 219675 98 JOlnl Siock Partnership

I
Promenergoexll0rt Closed Iype Volyn Zaponzhya

35226 99 I 18 09 96 I JOint Stock Partnership Lugansk 1112000 242478 58389 89617 51234 10872

7 I 102 I 180996 I BIS JOint Stock Partnership Donetsk 100000 25363 31419

8 105 180996 Barvlnok JOInt Stock Partnershl Kharklv 600000 2288 2022 3594 1838 2108

9 106 180996 Ukrainian Power Consortium
Vlnnllsa K.evenergo, I I I 30446\ 1056031 87111 231511 163511 734391 28466Khmelnltsky 1 850 000

Edlnye Enef:PcellcheSkle Sistem
Intep,rated ower Networks of

Ukra ne Induslnal and Financial I I I I 251000110 I 111 I 09124/96 I Corporation Dneproblenergo 467718

11 I 112 I 09/24/96 I PMM Ltd Partnership 500000 10714

12 I
Ukrpldshy~nYk Open JOint Sioc.

40130 49200118 I 25 09 9. I ....<om. J Donelsk 800000 678973 42619

1~ I 119 I 25 09 96 I SESON X SubSidiary Enterpns lVlv 90000 2140 1985 1991 1971 5610 5500 5619

14 I I 01 1096 I
Inter Contact Closed Type I 118000001 9892781 I I I I I I I133 JOint-Stock Partnership

~
'6""



- - - - - - - - - - - - - - - - - - --
I I

1 , 800000 I 1 719501Ky" D'"bas CI,,,d Jm"' S'l15 I 134 I 011096 I Partnership

16 I 136 I 021096 I labYrinth Prlvale Enlerprlse 200000 I 66991 371501 896

Trlverton InlernallonallTO
171 142 I 021096 I Partnership I I 18000001 I 725671 148971 31112

I 161096 I
Ukrvostokprom Closed Type

I 5000001 I I I18 I 154 JOInt Stock Partnership I 3147

Prlkarpallya I I
6213251 I I I I I I i

19 I 161 I 161096 I Onon Kylv Affillaled Company !Khmelnttsky Zaponzhya 3 600 000 246161 9185

Promsnab Diversified Firm
I I 2000001 I 3500120 I 166 I 231096 I Partnership LId 10600 I 91591 1 7091

Alkor Dntpro Ukralntan Russian
I 18000001 I I21 1 171 I 23 1096 I JV I 14203

State Enterpnse of Rural
Electnclty Networks of

Donetskvuhlllla Industnal
I I 1 I22 1 175 I 301096 1 Amalgamation 50000 506711 58711

23 I 181 I 301096 1 Ivanna Agncultural Company 1006 529/ 1945

Visavi Closed JOint Stock
1 I 1 800 000 1 1 227 790 I I 1000001 2167941 2507811 1665381 I24 I 186 I 301096 I Partnership 7400

10611961
Energoservlce Firm Closed

186325 1 195 JOint Stock Partnership 2250000 2473

26 I 202 1 13 11 96 I Chomobyl NPP State Enterpnse, 9962000 1288

Radon Closed type JOint Stock I
I I I I I I I I I 1981

1
27 I 214 I 20 11 96 I Partnership

Dobrobut Open JOint Stock I

I I I I
I

28 I 239 I 041296 I Partnership 9000
1

Office Manufactunng and
29 240 041296 Commeretal FIrm 152900

Donetsk Odessa
I I I I 788381 79901 408021 362921 48698130 241 041296 Bltlmpex PartnershIp Ltd Kherson 39122

I I 11 1296 I
Evroresource Corp Closed I

I I 1 143841 58601 148721 142731 12050 I 3956131 253 JOint Stock Partnership Crimea 6120

32 1 11112961
Ukrzarubezhnaphlogas

I I 3000001 I 3401 ( I f I 2991 1576254 Corporation Cnmea

~



- - - - - - - - - - - - - - - - - - -
KharklVsky Industnal Union

I I I I33 I 10 I 1501 97 I JOint-Stock Partnership I Kharklv I I I I 447301 51288

34 I I 1501 97 I
Stal' Closed Type JOint Stock

! I 1 1107581 190001 208551 I 60000113 Partnership 509081 70701

onecr Cnmea RlVne
Ener~ometcomlex l TO Polava Zaponzhya

35 I 87 I 120297 I artnersh.p Pnkarpallya 266680 3579141 368761 364481 2824941 6945781 857689

36 I 88 I 120297 I Ksevol" Small Enterpnse 1194 3945

37 I 104 I 260297 I Keros Kylv Ukr U S JV lugansk I 31000 I 55000 I 76714 I 21203 1242871 I 51871

36 287 160497
BARI Company with Foreign

I I I 1 I I I I 109575!'nvestment Po/lava 122550

160497
Energoconsulhng LId Closed I

I I I I I I I 9661 8664/39 288 Type Partnership Kiev Oonetsk 4695

40 I
Fund Closed Type JOint Stock I

364 I 04 06 97 1 Partnership lugansk 1423 1 4659

41 I 393 I 35606 I PlVdenelectromerezhbudprom I Klrovograd 809 504

42 I 455 I 020797 I
UkrVuhleResursy Stale

I I I I I I I I I 44042/Company lugansk 44042

43 I
Pavlogradvuhllha State Holding I

I I I I I I I 30517\ 506671497 I 100797 I Company Cnmea 92181

44 / I I
Klevkhlmvolokno Open JS

I I I 27781621 35662 PartnershIp Kiev 2778

45 750 35690 Southern Ukrainian NPP 622858 519314

869211 2324771 617831 I
46 Atomenergocomplex Nlkolayev Kherson 221347 62315 26262 268061

I
47 I I I Zahldvuglezbulposlach I Volyn lVlv I I I I I I I I 341051 34498:

48 InlerGlobe 58000

49 Energoton 1905 2092 1799 2593 1900

. 50 I I I Ukrtechnoslnlez 5650

~



~------------------
51 I I I Okl,abrugol I I I I I I I I I '°

973

1

15521
I

I

52 I I I MMK lIIylcha I I I I I I I I I 254421 254421I

I
53 I I I InlerconlroJ service I I I I I I I I I 545451 545451

I
54 I I I BIS Energo Trade I I I 1

I I I I I
18 1821 38673\I

I
55 I I I ArIur JOint venture I I I 3001

I

56 I I

I Inlerconlact I I
19390 9997

I I57 I Energozbul I I
300001I

58 I I I Parma I I I I I 200001 I 20370

~
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ApPENDIXB

FindIngs and Recommended Follow-on ActIvItIes
(L K. Goldfarb)

-------HaglerBadly-------



Metenng and Related Technologies for Time Differentiated Rates
Metenng
SUbmetenng
Communications
Computer Hardware and Software

Recommendation In order to Interest IES members In Voluntary Demand Curtailment
It will be necessary to educated them on the finanCial benefits that VDC offers both the
Independent Energy Supplier and Its customers Hagler Bailly can and must play an
Important role In the education process, otherwise VDC will not happen To thiS end, I
recommend that The Ukralntan Chapter of the Association of Energy Engineers, With
support from Hagler Bailly JOintly organIZe an educational program with the ASSOCiation of
IES for IES members The International Centre for Polley Studies should be contracted
to organize thiS conference They have the confidence of the ASSOCiation of IES and are
able to mobIlize the press We would also recommend involVIng Professor Prakhovnlk. the
Director of the Institute of Energy SavIngs and Energy Management at KIev PolytechniC
Institute He has extensIve metenng knowledge AdditIonally, the faCIlities at hiS Institute
With their extensIve metenng demonstrations would make a good venue for the conference
The CUrriculum for thiS program should cover the follOWing four tOPiCS

How IES Can Increase Profitably Through Load Management
Time differentiated rates
Availability pnce
Voluntary Demand Curtailment
Load Aggregation

Case Study The California Example
Model Contracts for Load Cooperatives In UkraIne

I
I
I
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INTER OFFICE

To D Wolcott E Haskins, E Hamilton

From Lynn Goldfarb and Alexander Petrov

Subject: Independent Energy Suppliers

Dateo Apnl 2,1998

Revised MEMO
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o Wolcott E Haskms E Hamilton
Page 2
Apn12.1998

The Ukrainian Expenence
Case Studies ESCO-East

GE-Hams-Infotek
Load Monrtonng Devices

Demand Side Management As A Profit Center for Your IES
Benefit/Cost AnalysIs
Shared Savings
Lease Purchase

Case Study

Energy Efficiency Technologies for the Industnal Customer
Efficient Motors and Vanable Speed Dnves

Case Study Rockwell Automation
LIghting
Process Improvements

Case Studies Paper and Pulp, Food Process, Metallurgy

We have discussed appropnate Instructors for the vanous tOPiCS and tentatively
recommend the following

How IES Can Increase Profitably Through Load Management
Time differentiated rates-Inma Yegorchenko

Availability pnce-lrlnaYegorchenko
Voluntary Demand Curtallment-Inna Yegorchenko

Load Aggregation- Philip Hastings
Case Study The California Example- Philip Hastings

Model Contracts for Load Cooperatives In Ukraine-Alexander Petrov

Metering and Related Technologies for Time Differentiated Rates
Metering-Arthur PrakhovnJk
Submetenng-*
Commumcatlons-*
Computer Hardware and Software-*

*Ask meter vendors to speak on these tOPiCS
The Ukrainian Expenence

Case Studies ESCO-East-Vaslly Stephanenko
GE-Hams/lnfotek-

Load Monltonng DeVices-Philip Hastings
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o Wolcott E Haskms E Hamilton
Page 3
Apnl21998

Demand Side Management As A Profit Center for Your IES
Benefit/Cost Analysis-Philip Hastlns
Shared Savings-Philip Hastings
Lease Purchase-Philip Hastings

Case Study
Energy Efficiency Technologies for the Industnal Customer

Energy Audits
Case Study Kiev MUniCipal Bulldlngs-Sergel Surmln

Efficient Motors and Vanable Speed Dnves-Alex Tretlakov, Rockwell
Automation
L1ghtlng-Professor Yazev, KPI
Process Improvements

Case Studies Paper and Pulp, Food Process, Metallurgy-Phillp Hastings

The metering organizations that are active In Ukraine
Foreign

Energy +
Landis & Gyr
Siemens
Schlumberger
ASS
GE-Hams

Ukrainian
INET
INEe
Energy Technology and Energy Metenng
Energy+
Ukrainian Maintenance and Metenng

We should Invite all of them to display their equipment and some, possibly, to speak If It
IS within the scope of USAID proJect, they might also be asked to underwnte the conference

We will try to meet with Elena Zolotaryova and a representative from the Centre for
International Policy Studies while Lynn IS stdl In Kiev Please advise, If we should
proceed
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11EMORANDUM

To David Wolcott. Enc HaskIns
From: Lynn Goldfarb
Date' Apn19
Reference: Contract no CCN-0002-Q-OO-3152-00 Debvery Order no 18. Task 4

Power Structure Restructunng and Regulatory Reform, Demand Side
Management Task

Subject: My Expenences In KIev

I was In KIev from March 21 to Apnl 9, 1998

The objectives of my tnp were to'

Participate 10 and support the activIties ofUSAID's Energy Efficiency WorkIng Group
PrOVide logistical support for the activIties of the Ukrauuan chapter of the AsSOCiation of Energy Engmeer
1Oclud1Og the development and ImplementatIOn plan for a certIfication trammg program
Assess the potential of IES for 1Ovolvement 10 energy effiCiency actlvltles
Define support program to encourage IES to prOVide full services 1Oclud1Og energy effiCiency

Summary ofTnp Dellverables

Develop a complete bUSIness plan for AEE
Draft plan IS partially prepared, PhIl Hastings WIll work WIth A Petrov and A Novoseltsev to complete

Prepare detailed plan for scheduled AEE tralrnng programs for 1998
Completed plan IS attached PhIl Hastings WIll discuss WIth A Novoseltsev, modifications
ofcumculum to 10clude Ukrmrnan speCific data

Meet With sernor members of ASSOCiation of Independent Energy SupplIers and prOVIde a wntten
report to LEC Task Manager

Meet10gs completed Met WIth
Vladimir Dresvyanrnkov the act10g director and a member of the board
Igor Laplrnn. past preSident and a member ofthe board

I was unable to arrange a meet10g With Yelena Zolotaryova, executive director because she
was campmgnmg for the Rada early 10 my stay, and then was out oftown



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

(RecommendatIOn Sponsorship ofJomt educatIOnal program mcludlOg suggested agenda IS attached )

Meet With sentor management of at least five Independent Energy Supphers and provide a wntten

report to LEC Task Manager
MeetlOgs completed Met With

AlexanderZap~ Pravex-Energla
Victor Polum. UkralOlan Energy Corporation
Vladimir Korobov. Ukramlan Gas Company
Vasily Stepnaenko. ESCO-East
Vladimir Solomenk.TVEL

Report and recommendation for action completed (Recommendation Sponsorship ofJomt
educational program IOcludlOg suggested agenda submitted IS attached)

Read and commented on paper by Dr Mlroslav Strelkov on" Development ofUkrame's Energy

Pohcy and Economy"

Comments submitted 10 separate document

Detailed Reports of MeetlDgs

On ApTl123, I met With Alexander Zapara Head ofthe Energy Department ofPravex-Energla,
the oldest IES In Ukraine

We discussed hiS company s activIties and 10terest It might have 10 encouragmg DSM activities for
ItS customers He explamed that they have their own generation, but the blocks are not big, 10mW
gas generators They sell their energy locally With direct contracts They also buy electriCity from
RUSSia He said thiS IS clean energy, because the pollution IS 10 RUSSia and not 10 Ukrame There
customer base consists of 40 different mdustrlal customers

When I asked about DSM for hiS customers he said It IS the problem of our chents not ours DSM
technologies are expensive Further he explamed that If they mvested 10 technologies for a
customers that customer would need high hquldlty and hiS company would require a management
pOSItion 10 the customer s firm

HIS customers have three phase metermg, but no time of use capablhty He also noted that as an
IES, they can decrease bill, If their IS suffiCient payment 10 cash In terms of their IOstalhng metermg
and lettmg customers pay them back out of the savmgs, he beheved thiS metermg would lead to
lower umt cost He noted that they persuaded one user 10 Donetsk to mstall differential meters
which the customer did, and he noted the customer IS very satisfied
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I asked hIm If he thought hiS company and other lESs would be mterested m a semmar on DSM and
how an IES could make a profit on DSM He seemed to thmk so I asked about vanable speed

drives and he thmks these would save 20%

He beheves the real solutIon to metermg and energy savmgs technologies IS for the IES to own the
Oblenergo I e priVatizatIon The Oblenergo (private) would requIre payment for purchased energy
Then It would be mterested 10 effiCIently consumed and produced energy He then mentioned that
the Sumy Oblenergo had expenmented With cash collectIon He saId they 10creased collectIOns from
12-36% They dId thIS by normal control of tranSIt and stoppmg non-cash contracts

I asked hIm If IS company 10tended to buy an Oblenergo, and hiS answer was "not yet" He noted
some Oblenergos will be bought by foreIgners, but he beheves they should only be bought by
Ukramlans

On March 24, I met with Vladlnur Dresvyannlkov, the acting director and a member ofthe board
ofthe ASSOCiation ofIndependent Energy Service Companies

He stressed that the absolute necessary steps that need to be taken m the energy sector are
-PrelImmary financial stabilization ofpower sector by transfer of control of shares to authonzed people
who represent pnvate Ukramlan 10vestment

-Privatize the mam sectors of power 10dustry
-Create market envIronment for producers and system

He suggested that the above could be accomphshed by pnvate management WIth state ownership
Further he stated that the pnce ofelectnclty IS too low

When 1 questioned him about energy sav10gs 10 the 10dustrlal sector, he noted that new technology
IS what IS needed I gather he belteves much 10dustrlal equIpment must be replaced because of ItS
age, as opposed 10 mcrementally Improved by effiCiency measures He noted particularly a need for
Improvement In power plants that were buIlt for RUSSIan coal that was' much better" He suggested
the followmg solutions for coal

-Purchase high quahty coal for a fair pnce from Poland
-Introduce technology for gaSIficatIOn of local coal
-Develop new technologies for bummg Ukralman coal

He noted that the ASSOCiatIon of lESs IS becommg effectIve due to the follow1Og
That of the 10 votmg Duectors of the Energo Market, one IS a member of the ASSOCiatIon of IES
The ASSOCiation IS kept mformed, and Its opmlon IS be10g asked

He stated that the IES members are not particularly mterested 10 energy effiCiency for their customers
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On March 25, 1 met with A Petrov, A Novoseltsev and Valery BOiko who are the officers ofthe

UkraInian AEE Chapter

My work with the AEE consisted of 1) Draftmg a skeleton for a of the Ukrainian AEE which the
officers are usmg as a template to develop Busmess Plans for 1998-1999 and 1999-2000 They will
receive further assltance m thiS effort from Phd Hastmg, and 2) The DeSign and Implementation Plan
for the Trammg Semmar for Certification Energy Managers which has been completed and IS
attached

On March 26, I met with Professor Arthur Prakhonlk, ChQlr1lllln ofthe Department ofEnergy
Management ofK,ev Polytechnic Institute and Evgenl] Inshekov, Director ofthe Training Centre
for Energy ManagemenL

We met at their offices and I had a tour of their facilities mcludmg the hbrary, which IS supported
by TACIS and IS ImpreSSive Most mterestmgly they have a senes of Energy EffiCient VIdeo
Cassettes- there appear to be 15 or more-each on a dIfferent technology I was not famdlar With
these Thev also have Installed heat exchangers and electrIc radiators 10 their facility for
demonstration purposed

The objectives of the department Include trammg personnel In field ofenergy savmgs and academiC
development of demand Side management They are also mvolved m development of rate pohcy,
tlme-of-use meterIng and normative consumption They plan to develop trammg centers throughout
Ukrame

Dr Prakhovmk IS extremely knowledgeable regardmg metermg, IncludIng the more advanced
technologies and uses such as remote meter readmg and prepaid meters He beheves that there are
a mlmmum 1 7 mllhon meters 10 Ukrame which wIll need to be replaced over time Once those are
completed he assumes the remammg meters wIll have become obsolete and wIll need to be replaced
He said Siemens, LandiS & Gyr and Schulmberger are now here and look109 for Jomt partnerships
He wanted to know where the Amencan compames are

I recommend that the LEe team conSIder Dr PrakhovDlk as a partICipant In the metenng segment of their
upcoming seminar and that hiS department be a cosponsor for the tralnlDg program for IES members whIch
I propose

When I asked what were the most acute DSM needs he listed the followmg
-Tariffs - tlme-of-use or real time
-Metermg
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-Load management
-LegIslative basIs to fix rules between supphers and users

Fmally, Dr Prakhovmk asked us If Hagler Badly would support a conference on DSM which IS
planned to be held In Sevastopol In September It WIll bnng together umversltles institutions and
mdustnes There IS support from TACIS He requested 510,000 as a sponsorship fee that would
be used for publishing the proCeedlDg of the conference.

On March 26, I attended a meeting ofexperts On the Principles ofthe Wholesale Electrlclty
Market Operations Gorganked by the Internatwnal Centre/or Polley Studies.

I have submitted a separate memorandum on thIS meeting

On March 27, I attended a meeting With Elena Bezvesllnaya, Chairwoman ofthe Instrument
Department ofKiev Polytechnic Instltute and Board members ofUkraine ABE

The agenda of this meeting was the development of a Center for Instruments and Savings In

Ecology and Resources This institute would be Jomtly sponsored by AEE and Dr BezesJlnaya s
department AEE prefers to work WIth her, rather than Dr Prakhovmk whom they find too
controlhng The proposed center would prOVide two certificatIons for those It trainS, one from AEE
and one that IS approved by the Ukralman Mlmstry of Education Dr Bezesllnaya has served m the
MInIstry and anticipates obtammg the necessary documents to be able to Issue Ukralman
certIfication The AEE course takes one week, and the Polytechmc course will take an additIOnal
week and Will mclude environmental aspects of DSM Translated copies of Dr Bezvesllnaya's
course outlme and budget are attached There IS apparently no funding at the Polytechmc Institute
for the EqUipment needed for thiS course The AEE Board wants to Include thIS fundmg In their
proposed budget plan They antiCipate funding for the course Will come from a fee I asked Dr
Bezvesllnaya what sectors she felt were most Important to address She hsted metallurgy, power
sector, transportatIon, 011 and gas, and the food mdustry

I was Impressed With Dr Bezvesl1naya, and I have confidence that she can qUickly work the system
to receIve Mmlstry approval for her certification program However, from a resource perspective,
I feel eqUlppmg thiS program would be duphcatIng the mvestments which have already been made
by mternatlOnal fundmg sources for Dr Prakhovmkl\ s laboratory, demonstration projects and
program I would suggest that Hagler, BaIlly momtor these actiVItIes closely

On March 30,1 met w,th Nlkola' Konontsev, Chal1'man 0/the Board and V,ctor Polunln, Head
ofthe Analytlcal Department 0/Ukraln,an Gas Company

Mr Konontsev did most ofthe speakmg, he appears to be both sophisticated and knowledgeable
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Ukrainian Gas company has been operating In the market for more than two years It staned as a
gas delIvery firm but as conditions 10 the gas market changed. they left that market They are now
solely engaged In the electnc supply bUSiness to Industnal state budget entities and agncultural
consumers There first energy supphes came from generation usmg their own gas They then moved
to coal and then, due to non-payment cnsls moved to barter With equipment In order to take
advantage of excess generatmg capacity mUkrame, they have considered exportmg electriCIty via

the western Ukrame to Hungary and Poland
They mentioned several energy projects that they have attempted but were unable to reahze

Buddmg a DC couphng between Ukrame and the west This had support from PreSident
Kuchma. but didn't work out due to problems With Mmenergo

A Jomt venture With LandiS & Gyr to expand the use of progressive energy meters They
noted it IS currently Impossible to disconnect customers. because of the way system
IS bullt This project has not gone forward due to lack ofwtJl 10 the State to
Implement reforms 10 the power sector

I inquired If they were stili workmg With LandiS & Gyr They replIed that the mactlon otNERC and
Mmenergo gives end users no InCentive for metenng Ifthmgs change then customers Will be
Interested 10 metenng They noted that pnor to the Siemens acqUiSition of landiS & Gyr, the latter
was consldermg pullIng out ofUkrame They have Implemented one metenng system usmg LandiS
& Gyr, for a plant manufacturing glass contamers

In terms of other metenng activItIes, they have considered ImplementlDg metenng for a group
ofenterpnses whereby UkralDlan Gas Company would own the metenng system, mODltor It,
and calculate consumptIon

The company IS currently consldermg supplymg fuel to a power plant belonging to a Genco and IS
negotlatmg with another power plant They have busmess dealIngs m 12 different Oblenergos and
are consldenng renting blocks of generatmg capacity They would supply the fuel, and use the
energy to supply their customers They would use Ukramlan coal for thiS, but noted there would be
no problem 10 obtammg RUSSian coal Thev have not done thiS yet because settlement CflSIS makes
It nsky

I asked If they thought a semmar cosponsored by Hagler Bailly and the ASSOCiation of lESs, of
which they are a foundmg member, on how lESs could make money by metering and provldmg
Voluntary Load Cunatlment In conjunction With the avatlablhty charge would be worthwhde They
said they were not sure a semmar for IES members would make sense. since only 5 ofthe members
are really In the electric energy supply busmess and the participants are constantly changmg

They predicted that 10 the near future the Gencos Will be purchased by foreign Investors, and then
the Oblenergos. and m the long run the lESs Will not have a place m the market
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On March 30,1 met w,th Victor Po/unm, Head ofthe Analyt,cal DeplUtment ofUkrmnUUl Energy

Corporat'on.

The Ukrainian Energy Corporation IS a commercial venture founded In 1994 by three state
compames a Genco. and 2 Oblenergo, as well as a number offoreign compames The company has

four objectives
-Promote progressive technologies In the energy sector
-Supply fuel
- Supply eleetnclty
-Reconstruct power plants

The company IS currently one ofthe top supphers ofenergy In Ukraine Their Interest In the
electriCity market IS long term. and they plan to participate In pnvatlzatlon They want to mtroduce
new technologies mto the marketplace m order to optimize load shapes oftheir customers They
have a permanent Circle of customers most ofwhom have one year contracts With them

In response to a question as to what they have been domg In metenng, we were told that a major
customer of theirs IS a large chemical company They are workmg With LandiS & Gyr to equip that
plant with modem metering The metermg IS being financed by a complicated bartenng scheme that
Involves the customer. the Oblenergo and LandIS & Gyr Ukralman Energy CorporatIon's mterest
In metenng IS further fueled by the fact that theIr current supply graph by which their price IS
determmed IS estimated. and they deSIre an accurate one

He seemed receptive to a semmar sponsored by Hagler Bailly and the ASSOCIation of lESs on
metermg and profit potential by takmg advantage of the avallablhty pnce He asked detailed
questions regardmg how we calculate cost/benefits and aVOIded costs m the States from which I
concluded a seminar should Include these tOpiCS

I asked IfhlS company Intends to purchase a Genco or Oblenergo He said by Itself It would be
difficult but with other they could do so The have currently rented a 300 mW block so they have
their own electriC energy and fully supply the operatIons of that block

He concluded bv telhng us that a LandiS & Gyr metering system to calculate mean hourly load In
real time would cost $500 000 for an Oblenergo

On March 31, I met w,th Igor Lapmm, Country Managerfor LandIS & Gyr (Ukrame)

He noted that hiS company finds domg bUSiness m Ukrame difficult and has thought of pulhng out
and putting their efforts In other countnes. he has encouraged them to stay here He claims that the
World Bank thinks that Mlnenergo Will resist metenng m preference for funding of fuel and spare
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pans He beheves that the current ministry IS confused The Pnme Mlmster would hke to decrease
the number ofmlmstnes and ehmmate Mmenergo m favor ofa smgle Mmlstry of Fuel and Energy
as m Russia Though there IS an agreement for a Fmanclal Recovery Act, he sees no clear VISIon for
near future

I asked him what successes landis & Gyr has had m Ukrame He noted that they are known here
as world leaders Their meters were first purchased here 30 years ago for mterstate hnks between
Soviet Umon and Western Europe That system was replaced 10 years ago by a System for National
Dispatch This system does not work properly, because only hardware and software were purchased
but not engmeenng, therefore the commumcatlons piece IS mlssmg landIs & Gyr has been hopmg
to replace thIs system for the past SIX months, but there has been no action

Commercially, they have had some success He notes they try to protect theIr customers from the
utlhty By that he means measunng electncal use properly, so customers do not over pay They are
supposedly domg a metenng system for the Zaporozhla Oblenergo They Signed a contract 4 months
ago, but the Obleneggo has had no money to fund It, so they have asked landis & Gyr to find a
middleman The system they have contracted for IS to help them manage mter-system hnks It
Involves a central process109 umt and 100-125 metermg pomts The cost IS $100 000 A second
phase would mvolve hnkmg to major mdustnal customers IndiVidual metenng for customers of up
to 150 KV IS about $500-900 per meter

He then showed me various LandiS & Gyr meters mcludmg a t-o-u meter These meters would cost
about 80 Hr as compared to the current Ferrary meter that cost 52 Hr He also demonstrated a
prepayment deVise that can be attached to their meter With one screw He beheves there are
residential payment problems WIth about 10% of the residentIal customers, so only a small number
of prepaid deVices would be needed He suggested that a separate company could be set up to handle
prepayment meters He beheves that the Oblenergos need sIgned agreements with their customers
that stipulate dIsconnection for non-payment

In response to mv questlons.Mr LaplDlD said he would beverv happy to participate ID the
upcomlDg Credit and Collections Improvement Conference and could be prepared With three
davs notice

He was also enthusIastic 10 response to a proposed conference With AEE and
ASSOCiation oflES on the profit potential of the avallablhty charge and the metermg necessary for
the Implementation ofVoluntary Demand Curtatlment He recommended the Centre for
InternatIOnal Policy Studies to coordmate such a conference He would partiCipate and would
exhibit hiS metenng systems
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On Ap,.,II, I met with Vastly Stepanenko ofESCD-East and hIS asSOCIate who IS planning to start
an ESCO In KIev

We talked about their success With metenng I asked Ifhe would be 10terested In participating In

a conference WIth other lESs on metenng, the AvaJlabJllty pnce and DSM HIS first reaction was
that IES was a LandiS and Gyr company, and so he would not But when I explained we would be
mVlt10g all of the metenng companIes, both foreIgn and domestic to partICipate. he said he would

take part He uses ABB meters

He also discussed hiS plans for a pilot program m Slavutlch where by electrical equipment could be
Imported WIthOUt duty and VAT, thus mak10g the mvestment cost effective He IS also consldermg
a shared sav10gs program With hiS customers

On ApFlI3, I attended a meeting ofa subcomnuttee ofthe Energy EffiCIency Working Group

The group IS anxIous to have Hagler Badley's formal rate proposals to Incorporate m their report
which WIll go to the Working Group for Its meetmg on May 6 The next meet10g ofthls
subcommittee WIth be on Apnl20 or 21 (I have shared thIS mformatlon WIth Jim Stanfedd ) The
dISCUSSion centered on time differentiated rates whether the current laws allow for mcluslOn of
environmental charges m tariffs, the heat tariff and tariffs that are differentiated by voltage level
A Petrov was asked to explam where Hagler Badley took Issue WIth Professor Prakhovmk There
was also slgmficant diSCUSSion on the heat tariff

The representatIve from the M10lstry of Economy beheves that there should be time dIfferentiated
tariffs only between market and suppher He believes the relationship between the suppher and the
consumer IS a voluntary busmess agreement between them and should not be regulated He also
noted that enterprises that pollute should pay for measures to mitigate, collectmg from the consumer
IS startmg at the wrong end

It was announced that PreSIdent Kuchma received a letter that day from the PreSident of the World
Bank and from the EBRD, 80% of whIch focused on the energy sector and most of that on energy
savmgs If the Workmg Group wants ItS Ideas mcluded m the PreSIdent's response, they would need
them by Monday, Apnl 6

Vaslly Stepanenko then presented hIS Ideas of tax rehefforenergy effiCIency that he had discussed
With me the preceding day He has discussed thiS Idea WIth the head of the State Committee on
Energy Conservation who agreed With them Stepanenko IS now gomg to submit them to the
Kuchma-Gore CommIssion for adoption In response to a question regardmg leasmg ofequipment
for energy effiCiency, he rephed that thIS techmque was mcluded 10 hIS plans He also had a RUSSian
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document on the Implementation ofenergy efficiency that he made available to the group He
appears to thmk It IS a model that should be adopted m Ukrame He may create an ASSOCiation of
Energy Service Organizations modeled after NAESCO m the US

On ApTlI6, I met With VlaIlm"r Solomenko, President, and Eugene FedoTovlch, AdvISor to
WE£.

thiS IS a new IBS which IS aJomt venture between a RUSSian nuclear fuel supplier, backed by
Income Bank, which owns 45% and by AMP (an IBS), Bank Ukrame and the Nuclear Power
Committee ofUkrame They told us that they supply fuel to the nuclear plants 10 exchange for
electnclty, and that they have an exemption from the Energo market (Decision "'60) and can sell their
eleetnclty directly to their customer Mr Fedorovlch has worked for the State Committee on
Nuclear Power They conSider Hagler Badley" work and the actiVities of the ASSOCiation oflESs
to be on the retail supply ofthe market, while they are on the wholesale Side They use two cntena
to select their end users the ability to pay 10 hard cash or the ablhty to pay 10 liqUid goods When
I asked Iftheir finn had started selhng, they answered "not exactly" They noted that even though
nuclear plants represent only 26% of mstalled capaCity, they represent 45% ofthe energy produced
thiS IS due to the high percentage of Idle thermal plants

Because of their exemption from the Energo market, they explamed they were not familiar With the
Avadabdlty pnce or With load sheddmg mltlatlves He asked us to explam It Sasha Petrov gave
an excellent descnptlon They feel that the Energo rules that "were developed by Putnam, Hayes
and Bartlett, Hagler Badley, PrIce Waterhouse, etc were forced upon us " They believe that the
pnce of electrICity on the market IS not competlttve, because tranSit payment makes electriCity 10­
15% more expensive than the State's (Oblenergo) prace They confirmed what we have heard from
other lESs that there are about two dozen lESs who are active m the market

Durmg our diSCUSSIOn ofenergy efficiency, they noted that DSM IS not movmg forward because
the manufacturmg plants have no resources They Cited a need for the replacement of baSIC
manufacturmg equipment. because the current stock IS outdated

There greatest concern IS the "government's mabillty to create conditions under which commercial
entities work", I e disconnection for non-payment and payment 10 cash

When I asked them about an mterest 10 attend109 the semmar that we are propos109 to the
ASSOCiation oflES, they suggested that we participate 10 the upcommg conference 10 CrImea that
IS bemg sponsored by Mmenergo

10



Measures ofSuccess

O"gmallntent

Scope ofWork

Enc Haskins

June 27,1998

Lynn K Goldfarb

PROJECT REPORT Seminar of Independent Energy Suppliers

David Wolcott

1 Presentation of a Seminar on Profiting from Load Management and Energy Efficiency
In the Energomarket under the sponsorship of USAID, Hagler Bailly, the Association
of Independent Energy Suppliers, and the National Techmcal Umverslty of Kiev (Kiev
Polytechmc Institute [KPI])

• Seminar held on June 3D-July 1, 1998 at KPI
• Attended by 30 people including 13 representatives of 10 Independent

Energy Suppliers, NERC, Mlnenergoand several metenng manufacturers
• Attachments to thiS memo

• Agenda
• List of attendees
• Copy of Seminar Notebook

To encourage the Association of Independent Energy Suppliers and ItS members to
endorse load management and energy efficiency and to develop load management coops
which Will participate In the Energomarketvoluntary load curtailment bidding process To
educate managers of Independent Energy Suppliers on the finanCial benefits to their firms
from participation In load curtailment and energy efficiency actiVities

Implement a program of support for IndependentEnergy Supplier's business development
by prepanng and conducting a seminar on the potential business available through energy
efficiency applications and services

Frome

cc

Subject:

Date

To

interoffice
MEMORANDUM
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• AnalysIs of participant evaluations

1 Ongoing dialogue between Association of IndependentEnergy Supphers, Hagler Bailly
and the Instrtute of Energy Savings and Energy Management at Kiev Polytechnic
Institute
• Yelena Zolotaryova, executive Director of the Association of Energy Engineers, IS

participating as a member of the Energy Efficiency Working Group

Recommendationsfor Follow-up

1 Development of Load Reduction Coop by one or more Independent Energy Supplier
• Follow up survey with Independent Energy Suppliers needed to ascertain the

follOWing
• Interest In creating a load cooperative among customers
• Interest In supplying energy effiCiency services to their customers directly or In

cooperation with an energy services company
• Interest In supplying upgraded metenng to their customers

1 FaCIlitate project With one or more Independent Energy Supplier for energy effiCiency
Improvements at faCility of one of their customers
• Recommend haVing Certified Energy Manager from ASSOCiation of Energy

Engineers prOVide audit and audit training at the site of customer of one or more
Independent Energy Suppliers

1 Develop ongoing dialogue between ASSOCiation of Independent Energy Suppliers,
Hagler Bailly and the Institute of Energy Savings and Energy Management at Kiev
Polytechnic Institute
• FaCIlitate developmentof ongoing seminars of load shedding and energy efficiency

sponsored by the ASSOCiation of Energy Engineers In conjunction With the Training
Center for Energy Managementof KPI and the Ukrainian Chapter of the ASSOCiation
of Energy Engineers

Other Attachments

IES Seminar Scheduling Calendar
Vendor/Exhibitor Confirmation Letter
Vendor Exhibit ReqUirements Form
Speaker Confirmation Letter
Speaker Audio-Visual ReqUirements Form
Contract With Training Center for Energy Management of KPI
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ApPENDIXC

Action Plan for Support of
Independent Energy Suppliers (IES) Development

--------HaglerBadly --------

{~
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ACTION PLAN
for

SUPPORT OF INDEPENDENT ENERGY SUPPLIERS (lES)
DEVELOPMENT

Purpose To determine areas of mutual Interest between Hagler Badley and the
Assoclabon of IndependentEnergy Suppliers (IES) and their members To encourage the
Association of Independent Energy Suppliers to endorse load shedding and energy
efficiency To educate the managementof IndependentEnergy Suppliers on the finanCIal
benefits to their firms from participation In load shedding and energy efficiency actIVities

Measures of Success
• Presentation of a Seminaron Energy Conservation and Load Management

under the sponsorship of the Association of IES, Hagler Ballley, the
Ukrainian Chapter of the ASSOCiation of Energy Engineers and the Institute
of Energy Saving and Energy Management of Kiev PolytechniC Institute

• Development of a load shedding cooperatIVe by one or more Independent
Energy Supplier

• Facilitation by one or more Independent Energy Suppherfor Implementation
of an energy effiCiency Improvement by one or more of Its customers

• On gOing dialogue between ASSOCiation of IES and Hagler Bailley, AEE and
the Institute of Energy Saving and Energy Management

Action Strategies

SEMINAR
• Obtain agreement between ASSOCiation of IES, the Ukrainian Chapter of the

ASSOCiation of Energy Engineers and the Institute of Energy Saving and
Energy Management of Kiev PolytechniC Institute on a date, location and
agenda for a seminar on Energy Conservation and Load Management

• Have seminar proposal translated Into RUSSian
• Meet with

~ Ylena Zolotaryova
~ International Center for Pohcy Studies
~ Professor Prakhovnlk
~ Board of AEE

• Determine a time line for planning and execution
~ Who
~ When
~ Where

• Develop budget
• InVite presenters
• InVite meter vendors to partiCipate
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II Load Management and Energy Efficiency

• Follow up Seminarwith a letterto alliES attendees asking them to meet with
Hagler Bailley representative (Phil Hastings) to discuss how we might
faCilitate their development of energy management and load management
strategies

III On GOing Dialogue

• Have Vlena Zolotaryova participate as a member of the Energy Efficiency
Working Group

• Plan a second Training Seminar

Evaluation

Assess effectiveness of strategy Implementation In achieVing predetemuned measures of
success
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APPENDIXD

PrQfi.tin~fromLoad Management..andEnergy E.fficiency in
h

(A Seminar for Independent Energy Supphers)
June 30/July 1998

--------HaglerBatlly --------
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A Seminar
presented to:
The Assoc~at.1on o£ Independent BDergy Suppl.1ers

PROll':IT:ING PROM LOAD MANAGBHBNT AND
ENERGY BlI'P:IC:IBNCY :IN THE BNBRGOMARltBT

Nat10nal Techn1cal Un1versity Of Ukraine
ftK1ev Po11technic :Instituteft
June 30 B July 1, 1998

SPONSORED BY

Un1ted States Agency for :Internat10nal Development
Hagler Bailly, :Inc.
The Assoc1at1on of :Independent Energy Supp11ers
Train1ng Center Por Energy Management
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A.

B.

c

D

CORTBN'l'S

Seminar Agenda

List of Participants
( Separate L1St of Part1c1pat1ng lES Compan1es)

Speaker Information
1 Dav1d R Wolcott
2 Alexander A Petrov
3 Alexander E S1lak1n
4 Lynn K Goldfarb
5 Ph11 C Hast1ngs

Presentations (not all the presentat10ns were ava11able)

1 Voluntary Demand Curtal.lment A Step Towards F1rm ServJ.ce l.n
Ukra1ne's Restructured Power Sector

(AvaJ.labJ.ll.ty PrJ.ce and Load Management Bl.ddJ.ng)

5 Energy SavJ.ng l.S Our Bus1ness or What ESCO Is?

E SUDIIIUlry of Seminar Bvaluat:a.on by Part:a.c:a.pants

I
I
I
I
I
I
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2

3

4

6

7

8

9

10

Load Management Coops ExperJ.ence J.n the Un1ted States

BasJ.s for Load Coops 1n Ukra1ne

FJ.nanc1ng Energy Effl.C1ency ProJects

(ESCOs Bus1ness Opportunl.ty for lESs)

New Retal.l Tarl.ff System (BasJ.cs of Tarl.ff Methodology)

T1me-of-Use Tar1ffs

Opportun1tJ.es for the Customer, the Suppll.er, and the
Economy

Legal Aspects of Wholesale Electr1cl.ty Market Actl.vl.ty and
Electrl.c1ty Law

Instruct10n (Procedure) on the use of funds of the Wholesale
Electrl.c1ty Market 1n Ukra1ne

EconomJ.c BasJ.s for Energy Eff1Cl.ency

(ExperJ.ence of Energy Aud1tl.ng at Enterpr1ses of
Ukra1ne)
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F Addenda

1- lES Seml.nar Schedull.ng Calendar

2 Letter of lnvl.tatl.on

3 lnformat1on Forms

4 Ll.st of lnvl.tee's

5 L1St of Manufacturers Exh1b1t1ng Equ1pment
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Draft
6/25/98 • 3 00 PH

PROF:ITING FROII
LOAD 1lAHAGEMEN'l' AND ENERGY BFF:IC:IBNCY

IN THB BNBRGOKARDT
Se~nar for Independent Electr1c1ty Supp11ers

Sponsored by USAID, Assoc1at1on of lESs and Hagler Ba1lly
AGENDA

Tuesday, June 30, 1998

SBSS:IOH 1
MODERATOR YELENA ZOLOTAROVA

B 30 9 15
Reg1strat10n and Coffee

9 lS 9 30
Welcome

V1ctor Polun1n, lESs and Dav1d Wolcott, Hagler Ba1lly

9 30 - 10 00
Ava1lab1l1ty Pr1ce and Load Management B1dd1ng

Dav1d Wolcott, Hagler Ba1lly

10 00 - 10 45
Load Management Coops Exper1ence 1n the Un1ted States

Lynn Goldfarb, Hagler Ba1lly/LKGA

10 4S - 11 00
BREAK & EXHIBITS

11 00 - 11 30
The BaS1S for Load Coops 1n Ukra1ne,

Alexander Petrov, Hagler Ba1lly

11 30 - 12 30
Performance Contract1ng F1nanc1ng Energy Eff1c1ency ProJects

Ph1l1p Hast1ngs, Hagler Ba1lly/CMPI

12 30 - 13 30
LUNCH & EXHIBITS
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SBSSI:OH 2
Moderator Alexander Petrov

1.3 30 - 1.4 1.5,
ESCOs Bus1ness Opportun1ty for lESs,

VasJ.ly Stepanenko, ESCO-East

1.4 1.5 - 1.5 00
MeterJ.ng and Control TechnologJ.es

Arthur PrakhovnJ.k, InstJ.tute of Energy ConservatJ.on and Energy Management or
Oleg Razumovsky, Energy +

1.5 00 - 1.5 1.5
BREAK & EXHIBITS

1.5 1.5 - 1.6 30,
BasJ.cs of Tar1ff Methodology,

Ir1na Yegorchenko, Hagler Ba1lly

1.6 30 - 1.7 00
T1me of Use Tar1ffs Opportun1t1es for the Customer, the Suppl1er, and the

Economy
Lynn Goldfarb, Hagler Ba1lly/LKGA and Ph1l1p Hast1ngs, Hagler Ba1lly/CMPI

1700
VENDOR EXHIBITS AND RECEPTION HOSTED BY HAGLER BAILLY
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PROFITING PROII
LOAD JlANAGBHBNT JUm BNBRGY DFICIBNc:r

IN THE BNBRGOJIARKBT
Sem1nar for Independent Electr1c1ty Supp11ers

Sponsored by USAID, Assoc1at10n of lESs and Hagler Ba1lly

Wednesday, July 1, 1998

SESSION 3
Moderator Arthur Prakhovn1k

9 00- 9 15
Open1ng Remarks

Lynn Goldfarb, Hagler Ba1lly/LKGA

9 15-10 15
Legal Aspects of Energomarket Funct1on1ng and Electr1c1ty Law

Svetlana Go11kova, Hagler Ba1lly

10 15-10 30
BREAK & EXHIBITS

10 30-11 30
Pecu11ar1t1es of Legal Work w1th1n the Framework of the Energomarket Agreement

Svetlana Go11kova, Hagler Ba1lly and Konstant1n Yemelyanov, Hagler Ba1lly

11 30-12 30
Energomarket Funds Procedure

Vlad1m1r Tsyss1n, Hagler Ba1lly

12 30-13 30
LUNCH & EXHIBITS

SESSION 4
Moderator Yelena Zolotarova

13 30-14 15,
Exper1ence of Energy Aud1t1ng at Enterpr1ses of Ukra1ne,

M1kha1l Tarnovsky and Alexander S1lak:m, Burns & Roe

14 15-15 00
Case Study on Energy Eff1c1ency 1n Ukra1ne
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V1ctor Gureyev, GE-Harr1s/Infotec

15 00-15 15
BREAK & EXHIBITS

15 15-16 00
Case Study on Energy Eff1c1ency 1n Ukra1ne

Vas1ly Stepanenko, ESCO-East

1.5 45-1.6 00
BREAK & EXHIBITS

16 00-16 1.5
AEE Cert1f1ed Energy Manager Tra1n1ng Program,

Alexander Petrov, Hagler Ba1lly

16 15-1.7 00

Open DISCUSSIon (Question/Answer) and Wrap Up
Yelena Zolotareva?, lESs and Alexander Petrov, Hagler Ba1lly
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LIST OF lESs AND OTHER IES SEMINAR PARTICIPANTS
1 Name Company Address Post Telephone

I Victor Anatolyevlch "Ukralnl8n Energy 67 Victory Avenue Dep General 568-07-83
Polumn Consortium" DIrector

2 V1adymlr Grygonevlch AHF13 3146 Basselnaya Sir ExecutIve 246-48-25
Dresvyanmkov GENCO Dtrector

3 Alexander Edual'dovlch Bums &Roe" 20 Esplanadnaya Str Energy 220-13-67

Sylamn Enterpnse Management 227..Q6..26
Expert

4 Vladymlr Ivanovlch "Energohym" 3b Krugl~ DIrector 246-6752
Olrfyrenko UnrvelSJtetskaya Str 224-04-14

220-74-25

5 Elena Mlkhallovna "Fortress 611 Kostyolnaya Str Office 229-22-54
MelnIck Developmenr Manager 229-51-60

6 Mikhail Vasllyevlch Bums &Roes 20 Esplanadnaya Str Energy 220-13-67
Tamovsky Enterpnse Management

Expert

7 Vladymlr Gngoryevlch "Intotekh" KylV Dep General 271-34-52
Sumonenko post box 44 Director

8 Vladymlr Gngoryevlch "Intotekh" KylV Chief 271-34-52
Taromenko post box 44 Engineer of

PlOJect

9 Vladymlr Ivanovlch "Inlotekh" KylV Chief 271·34-52
Ny/hnln post box 44 Engineer of

Project

10 Victor AlcxandroYlcll "Inlotekh" KylV Dep Director 271-34-52
Clurcycv post box 44

It Vladymlr Anatolyevlch "Ukn"ossugol 4 B Khmelnrtskogo Director of 229-88-05
Antonov Sir KylV's

subSidIary

12 Arthur Venyamlnovlch KPI 37 Victory Avenue Director of 241-70-37
Prakhovmck Energy

Management
Institute

13 Alexander M,khallovlch "Inet" 83 a Lepse Boulevard Engineer 488-90-24
Kalyuzhny

14 Roman Poskonny ECM Mlkhallovskaya Str Analyst 462-06-07
"Europe Capital
Manancmenr

15 Oleg Vlctorovlch "Inet" 83a Lepse Boulevard Vice-preSident 488-90-24
Kotsar'

16 Vladymlr Nlckolaevlch MCC of Mlnenergo 27 Komlntema Str Chief of 220-91-16
Petrenko Complex

17 Valery Ivanovlch NERC 27 Komlntema Str leading 271-12-04/94
Tsaplln Spectallst of 220-08-62

Technical

~ Department
18 Eugenyu Nlckolayevlch Energy ManagelS' 27 Victory Avenue Director of 241·70-87

Inshekov TrainIng Center build 22 apt 307 Tech Training 441-17-74
(TACIS PlOJect) StUdy 241-70-8a

19 NlnaNlckolay Kramareva "Ener'oselVlce" 8 ReytalSkaya Str Dep Director 228-50-07
20 Vladymlr DMTF 93 StrolteleJ Str Chief 92-92-90

Konstantlnovlch (Machine Tools Engineer
Nastorzhltsky Factory)

21 Oleg Alexandrovlch "Energomera 12 Stepnaya Str Director (8652)
Shldo Concem - 35-67-43
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22 Alexander "Energomera" 12 Stepnaya Str Chief engineer (8652)
NICkolayevlch Lopatyn Concem 35-67"3

23 Vyacheslav AJexeyevlch MCC ofMlnenergo 27 Komlntema Str 220-91·16
Pyndyura

24 leonid Stepanovlch NERC 27 Komlntema Str Director of 220-08-62
Symonenko Department

25 Vietor Petrovich KPI Professor
Rosen

26 Vaslly Anatolyevlch ESCO-EAST 11, Mayakovskogo Technical (0612) 34-35-67
Stepanenko Str zaporozhle Director Fax 33-15-75

27 Valery Mikhail GelZYtSky EGQ.CENTRE Slavutych Gen Director 2-67·70
28 Oleg Valeryevlcl1 Razumovsky "Energy+" 115 Borschagovskaya Str Tech Director 441-13-97
29 Vladimir Vaslhyevlch Burns & Roe 220-1367

Prokopenko

30 Alexander Sergeyevlch Fortress Development 229-2254
Kononenko Corporation, KieV office

31 Anatoly Vaslllyevich Voloshko INET 83a Lepse Boulevard Gen Director 488-90-24
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Independent Energy Supp11ers
who attended the IES Sellll.nar

AUkra:Ln1an Energy Consortium
67, Pobedyave , K1.ev
568-0783
Polun1n, V1ctor, Anato11ev1ch
Dep Gen D1rector

GENCO
3/46, Basse1naya Street, K1.ev
246-4825
Dresv1ann1kov, Vlad1m1r Gr1gor1yev1ch
Execut1ve D1rector

Energokhim
3 b, Kruglo-un1vers1tet-ska st , K1ev
246-6752
224-04J.4
220-7425
Ol~f1renko, Vlad~m~r Ivanov~ch

D1rector

Fortress Development
6, Kost~olna street, K~ev

229-2254
229-5J.60
Meln~k, Yelena M~kha11ovna

Off~ce manager

AUkrRosUgol
4, B Khmel-n~tskogo st , K~ev

229-8805
Antonov, Vlad1m~r, Anato11yev~ch

D~rector of K~ev branch

INET
83-a, Lepse boulvd , K1.ev
488-9024
Voloshko, Anatoly
Vas~l~yev~ch

Pres1dent

Kotsar, Oleg V~ctorov1ch

V~ce-Pres1dent

Kal~uzhny, Alexander M1kha11ov1ch
Eng~neer
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Energoservice
8, Reytarska street, KJ.ev
228-5007
Kramareva, N~na N1kolayevna
Deputy D1rector

DMTF (Machine Tools Factory)
93, Stro1teleJ st
92-92-90
Kastorzhytsky,
Vlad1m1r Konstant1nov~ch

Ch1ef Eng1neer

Energomera concern
12, Stepnaya street, Stavropol
(8652)
35-67-43
Lopat1n, Alexander
ChJ.ef Eng1neer

Shydo, Oleg Alexandrov1ch
D1rector of Represen-tat1on

BSCO-Bast
11, Mayakovs-kogo street, ZaporozhJ.ye
(0612) 34-35-67
fax 33-15-75
Stepanenko, Vas1ly Anato11yev1ch
Techn1cal D1rector

BCO-Center
Slavut1ch
(044 79)
2-67-70
Genz1tsky, Valery MJ.kha11ovJ.ch
General D1rector

EO!
("Europe CapJ.tal Management")

M1khaJ.lov-ska street, K1ev
462-0607
poskonny, Roman
Analyst

229-2254
Kononenko, Alexander
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~Demand Management in The Ukrainian Electricity Market

• Goal: Eliminate arbitrary and mandatory load curtailment

• SWG-ll:" Capacity Shortages and Demand Management" (presented to
Energomarket Board ofDirectors, 8 July 1996):

" ...Sets out proposed arrangements for:

A) Simultaneously dispatching load and generation based on price
offers; and

B) Voluntarily shedding load when available generation capacity is
nearly exhausted by the demands on the Ukrainian integrated power
system."

.....\ Hagler Bailly, Kiev, Ukrame

~
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~ N ear-Term Objectives

• Provide Firm Electricity ServIce at internatIonal standards to those customers
Willing to pay for It.

• Reduce, and eventually eliminate, reliance on Command Load for which
customers are subject to arbItrary, mandatory demand curtailment by the system
operator

• Introduce a voluntary, market based mechanism that allows participation by
supphers and customers who have hourly meters and the capability and
willingness to curtai11oad.

Hagler Bailly, Kiev, Ukrame
~
~')
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Near-Term Objectives (Continued)

How?

• First, use the Availability Price (AP) mechanism to drive up the
Wholesale Purchase Price (WPP) when there is a shortage of
availability capacity.

• Operate a real-time interruption system using an economic
incentive which reduces the Availability Price for those customers
willing to competitively offer interruptible load.

Hagler Batlly, KIev, Ukrame
A
-~-
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Availability Price Formula

AP(I)l

1000
Hourly Gross Reserve Margan (MW)

2000

AP (N) = Avatlability Price paid by Non-Interrupttble Load customers
AP (I) = Avatlability Price paid by Interupttble Load customers (tllustrative)

Hagler Bailly, Kiev, Ukrame
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----~----~-------~-

~ Interruptible Load: How would it work m
"INTERRUPTIBLE LOAD (SWG-ll) ...consists ofdemand by customers who have the technical
ability to curtail demand within 30 mmutes, and gives the right to Energomarket to curtail them under
specified circumstances in exchange for a wholesale price discount."

Implemented in three parts:

(1) PROPOSED ARRANGEMENT

• Wholesale Purchase Pnce (WPP) = System Marginal Pnce (SMP) + AvaIlability Pnce (AP)

• AP increases rapidly from zero as Gross Reserve Margin ("Avatlable capacity minus non­
interruptible load") falls below 2000 MW

• Customers offer mterruptlble load and the AP dIScount required by them m exchange for
volunteermg to be interrupted.

• Energomarket curtatls Interruptible customers accordmg to competitive bids, highest AP discount
ftrst, when Net Reserve Margin ("Available capacity minus total load") falls below 2000 MW.

Hagler Bailly, Kiev, Ukrame
..4
-,\
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Interruptible Load: How would it work??
(Continued)

(2) CUSTOMER INTERRUPTION AGREEMENT Between three-parties· Energomarket, Supphers, Customers

• Defmes relevant loads and means ofmeasurmg them

• Sets out incentives and penalties for parties to cooperate.

• Sets out operational rules by which curtatlment IS to be conducted.

(3) REAL-TIME OPERATIONAL RULES

• IfNet Reserve Margm falls below 2000 MW, high discount Interruptible Load customers will be
curtailed

• IfNet Reserve Margin contmues to falilelow an emergency level (l000 MW) or for any other system
emergency situation, Energomarket wtll revert to Command Load at Mmenergo's direction

Hagler BaIlly, Kiev, Ukrame
'q"

~
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IMPLICATIONS OF LOAD MANAGEMENT BIDDING IN
UKRAINE'S POWER SECTOR RESTRUCTURING

1) Load Management BIdders WIll Have Full Access to Energomarket Operations

2) Energomarket Will Establish Internal Mechanics to Evaluate Load
Management Bids and Dispatch CompetItive Load Management Resources

3) Supplier Agreements Will Include Provisions for Load Management
Bidding to Energomarket

4) Load Management Bidding May Be Initially Limited by Lack of
CommunicatIon and Metering Technology

5) Monitoring and Verification Will Be Essential

Hagler Badly, KIev, Ukrame

~
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OW WOULD LOAD MANAGEMENT BIDDING
WORK IN PRACTICE m

ELIGIBLE BIDDERS AGGREGATE DEMAND CURTAILMENT BY CUSOMERS (LOAD
COOPERATIVES)

• LOCAL ELECTRICITY SUPPLY COMPANIES (LEC)

• INDEPENDENT ELECTRICITY SUPPLIERS (lES) INCLUDING ENERGY SERVICE
COMPANIES (ESCO)

• LARGE CUSTOMERS CONNECTED AT HIGH VOLTAGE

COMPETITIVE BIDS RECEIVE RESOURCEPAYMENTFROM ENERGOMARKET

DEMAND CURTAILMENT ACHIEVED THROUGH CONTROLS

• LOAD MANAGEMENT (pEAK CLIPPING, SHIFTING)

• VOLUNTARY DEMAND CURTAILMENT

ECONOMIC POTENCIAL ESTIMATED TO BE 3,500 MW

Hagler Batlly, KIev, Ukrame
cA
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Golovaty\Common\IES\IES Semlnar\Lynn\IES Speech for Siava doc

LOAD MANAGEMENT COOP EXPERIENCE
IN THE UNITED STATES

Changmg the Way Customers Use Power
In the United States special rates have been used successfully as a way to Influence
customer energy consumption These special rates fall Into two distinct categones
those which are linked to a specific technology or end use and those that provide a
price signal to encourage either a change In the level or timing of customer
consumption Today I am gOing to center my remarks on the later

Special rates deSigned to encourage customers to change the amount of electriC
energy consumed or the time at which It IS used allow the customer flexibility to
determine the way In which they will achieve the load reduction or load shifting The
economic incentive offered to customers vary based on vanous attnbutes of the load
reduction including

$ Magmtude
$ Duration
$ Reliability
$ Value of the load reduction to the utility
$ Level of Inconvemence which the customer Will tolerate

Survey of Programs In the United States
My presentation IS based on data from nearly 150 different utilities throughout the
Umted States, which have offered more than 200 speCial rate programs and from my
experience at Central Maine Power Company The rates we reViewed fall Into five
baSIC categories

$ Interruptible or Curtallable Rates
$ Tlme-of-use Rates
$ Economic Development rates
$ Real Time Rates
$ COinCident demand rates

ThiS diSCUSSion Will focus on interruptible and curtallable rates and their use by load
cooperatives

Interruptible or Curtallable Rates
Almost half the rates In the study were either interruptible or curtallable In these
programs customer were given economic incentives to reduce their demand upon
request from the utility Usually, the utility negotiated a yearly or seasonal contract
for a speCific quantity of demand reduction (e g , 100kW) or a speCific level (e g ,
10%) of reduction within a certain amount of time, often Within 15 minutes of
notification In return the utility agreed to certain economic incentives and to limit the
number and duration of the Interruptions The contracts were usually structured In
two ways either the load reduction was mandatory or voluntary Some rates were
Just that, a speCial rate, less than the usual rate for that customer class The
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customer was billed for the season or the year at the Interruptible rate whether or not
the utility actually requested one or more reductions or not In other Instance, the
utility offered a specific credit for each penod of reduction Over 60% of the utility
programs we reviewed Included tlme-of-use rates These rates offered different
demand and/or energy charges at different times of the day to encourage customers
to shift their usage to off-peak penods

In all of the cases studied, the customer was given the option of how to achieve the
contracted reduction either by shutting off non-essentlalload or by uSing their own
back-up generation such as on-site diesel generators

Promobng Load Curtailment Programs

In recrUiting customers for speCial rate programs utilities use a number of different
methods to Inform customers and to enlist them In their programs The most
frequent method used by 75% of the utilities In the study and the one we found most
effective at Central Maine Power Company, was direct contact We had a speCial
meeting at our headquarters to descnbe the rate and encourage large Industnal
customers to participate We then called on customers to work out the details With
them and to obtain signed contracts Other promotional strategies Include

$ Direct Mall
$ Bill Inserts
$ Brochures
$ Newsletter
$ SemlnarslWorkshops
$ Shows and Exhibits
$ Newspaper AdvertiSing
$ Energy Audits

Fmanclallncentlves

Interruptible rates programs usually allow for bill credits based on the value of the
interruption to the utility There were baSically three types of payment arrangements
used In the States

$ An interruptible rate which was less than the standard rate for that
category of customer

YAnnual
YSeasonal

C Pre-deterrmned credit payment for each interruption
C Combination of interruptible rate and payment

for each interruption

An Example of Interruptible Rates Central Mame Power Company

At Central Maine Power Company we first Introduced Interruptible Rates In 1986
They were offered to customers had had large and relatively constant loads and who
had Industnal processes of 500kW or more that could be controlled for several hours
at a time In the first year we signed up SIX customers for a total of 66,500kW We
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offered two interruptible rates One was effective all year and met the needs of the
New England Power Pool as part of CMP=s capacrty reqUIrements The other rate
was used to reduce CMP=s peak capacrty reqUIrements and was available dunng
the high load months from December through March

The following year, we added a summer Interruptible rate While CMP was a winter
peaking utility, the rest of New England IS summer peaking, thus, the summer
reduction In load was value to the Power Pool CMP was able to sell Interruptible
load to the pool In place of generating capacity at peak periods ThiS IS Similar to the
voluntary load curtailment program proposed for the Energomarket In Ukraine In
1997 CMP began offenng an additional load reduction program, the Voluntary
Interruptible Rate ThiS rate provided the opportunity for customers= to decrease
load or for those With generating capacity to participate If, and when they wanted
The interruptions were not mandatory, and credits were awarded only for the load
actually Interrupted

An Example of Load Coops Southern Callforma Edison

In 1981 Southern California Edison, one of the largest Investor-owned utility In the
Umted States, signed a contract With the Southern Callforma Energy Coalition, a
group offive businesses who provided load reduction from a total of 14 buildIngs
The Coalition was formed to take advantage of a new Conservation/load
Management Program offered by the utility Under thIS program the customers
would prOVide InterruptIble load In return for Incentive payments from the utility

It mIght be helpful, If I revIew some of the terms I Will use to further dIscuss thiS
program

Coalition Demand COIncident demand In kIlowatts of the Members as recorded
on Edlson=s demand meters

Firm Service Level The maximum level of demand that the Coalition agreed to
establish and maintain when notified by Edison of a FIrm ServIce Penod and whIch
was the reference for computIng the incentives paid by EdIson to the CoalitIon

Firm Service Penod The penod of time dunng the On-peak and MId-Peak Penods,
as defined In the EdIson Tanff Schedule when the company reqUIred the CoalitIon to
maintain the Coalition Demand at a level no greater than ItS Firm Service Level

Non-Interruptible Load The average monthly kW demand which was Included In the
Coalltlon=s Firm ServIce Level and not subject to interruption under the Program

Summer Season Season time periods as defined In Edlson=s Tariff Schedule

Winter Season Seasonal tIme periods as defined In Edison Tariff Schedule

On-Peak Penod Dally time periods as defined In \Edlson=s Tanff Schedule



How the Co-op Worked

Mid-Peak Penod Dally time penods as defined In Edlson=s Tanff Schedule

Excess Demand Charge The forfeItures required of the Coalition should they
exceed FIrm Service level

IncentIVe PaYments The monthly payments to be paId by Edison to the Coalition at
provIded In the agreement and subsequent amendments

Summer Rates

$2 08lkW/month

$2 OOIkW/month

$2 OOIkW/month

Winter Rates

$2 50lkW/month

$4 16lkW/month

$4 OOIkW/month

Southern California Incentive Payments

Year

1981

1983

1982

Edison had complete discretIon to determIne the time and duration of FIrm ServIce
Penod and to notify the Coalition of same Notice was given by telephone either by
telephone message or an automatic telephone terminal supplied by Edison and
located at the convenience of the Coalition EdIson was reqUired to give the
CoalitIon not less than thirty mInutes notice before the Inltratlon of a Penod of Firm
Service

Energy Audit Survey of partlclpant=s premises to
C Identify the potential for electncal energy conservation, demand

reduction, demand shift or power factor correction
C Recommend methods for reducing energy consumption and/or

demand requirements and Improving the power factor

Edison agreed not to declare a Firm Service Penod more than fifteen times In any
one calendar year and to limIt each penod to SIX hours or less In duration Penods
of reduction reqUired under the California State Electncal Emergency Plan were not
Included and could not be counted under the Program

Escrow Account A separate account managed by a thIrd party, designated by the
Coalition with the approval of Edison, established to assure the proper dlstnbutlon of
the amounts paid by Edison under the contact

The Coalition was required to establish and maintain a CoalitIon Demand level no
greater that ItS Firm ServIce Level when a FIrm Service Penod was declared by
Edison Members determined theIr own level of use of electnc power However, the
Coalition was requIred to make every reasonable attempt, upon notice form Edison
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Establlshang Finn Service Levels

Excess Demand Charges

Payang for the Load Reduction

If the Coalition Demand exceeded the established Firm Service Level dunng a Firm
Service Penod, It was reqUired to forfeit funds from the Escrow Account to Edison
based on the follOWing schedule

Penalty

Excess kW Demanded x Monthly Payment x 6 months

Excess kW Demanded x Monthly Payment x 6 months

Excess kW Demanded x Monthly Payment x 12 months

The coalition established two Firm Service Levels One was the Summer Season
Firm Service Level and was effective dunng the Summer Season On-Peak and Mld­
Peak Periods and the Winter Season Mid-Peak Penods The other was the Winter
Season Firm Service Level and was effective dunng the Winter Season On-Peak
Periods DUring the length of the contract It was permissible to decrease the Firm
Service Level by mutual agreement It was more complicated to Increase the Firm
Service Level IncreaSing It required a 60-day wntten notice to accommodate a new
Member or an Increase In an eXisting Member=s load And for members Wishing to
reduce their partiCipation In the Program, a three-year wntten notice was necessary

Payments for the actual reduction of load were made monthly by Edison to the
Coalltlon=s representative However, to assure that the Coalition abided by the
contract, Edison Withheld a portion of the Incentive Payment each month The
portion Withheld was equal to the share of payment due to the largest Single Member
of the Coalition These funds were then placed In an Escrow Account After the first
three years, the funds placed In the Escrow Fund dUring the first year were
dlstnbuted, plus Interest and minus any forfeiture Then every twelve months, a
Similar dlstnbutlon was made The Coalition was responsible for dlstnbutlng
Incentive Payments to the Members

First Failure

FORFEITURE FOR NON-COMPLIANCE

Failure to Maintain
Firm Service Level

Second Failure

Blllmg
Under the contract, each Member was reqUired to have a minimum monthly demand
of 500 kW or greater and to receive service under a speCified tanff Customers were
billed Individually under that tariff

Third Failure
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Lmkmg Energy Efficiency to the Program
Under the terms of the contract, Edison has the nght, at Its expense and without
Interfenng with the activities of the Coalition or Its Members, to perform Energy
Audits of Members= facilities The results of these audits were confidential and
could be released only with wntten request from the Coalition or the Member

Equipment Needed to Run the Program

The system needed to run this program consisted of a central computer owned,
operated and maintained by the Coalition at Its expense, telephone lines owned and
operated by a telephone utility company and leased separately by the coalition, each
Member and Edison, and, interfacing micro-computer terminals owned and
maintained separately by the Coalition, each Member and Edison The Coalition
prOVided telephone service and staff to answer calls from Edison and receive notice
of a Firm Service Penod Edison had the nght, at ItS expense, but was not required
to prOVide an automatic telephone terminal to Interface With the System to access
load data and notify the Coalition of a Firm Service Penod

Total Load under Contract

Eventually Edison had two Load Shedding Co-ops In ItS program Group 1
consisted of 14 commercial buildings With a total Firm Service Load of 21 ,500 kW
Group 2 Included 14 commercial bUildings also, but ItS Firm Service Load was only
8,500 kW The last of these contracts are coming to end thiS year They Will not be
renewed, due to the major structural changes taking place In the utility Industry In
the Untted States as the Industry moves from regulated monopolies In protected
service terrltones to a competitive energy market

A Second Example Commonwealth Edison Energy Cooperatives (CEEC)

Let=s take a look at a peak-shaving co-op that was developed In the Chicago area
In thiS example, 20 compantes banded together In a three-year cooperative At that
time, thiS was the largest of the 13 load reduction coops In the Untted States and
was organtzed to deliver nearly 20 mWs of demand reduction In Chicago, demand
peaks In the summer due to air condltlontng loads Natural gas or Jet-fuel-dnven
turbines traditionally prOVided thiS peaking capaCity, however these sources use
fOSSil fuels that are a fintte resource and which are conSidered, when burned, to be
environmentally detnmental Therefore the goal of thiS co-op was to eliminate or
dramatically reduce the use of these traditional generators,

Reduction Periods

In the CEEC contracts the curtailments were limited to no more than three times per
week and no more than 120 hours per season The season ran from mid-July
through September

Load to Be Shed
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In order to meet the load reduction In their shedding contracts, the members of this
co-op had the following options

$ Cycling air conditioning
$ Turning off decorative lighting
$ Reducing common-area lighting
$ Idling some elevators
$ Dropping certain systems
$ Resetting space temperatures

Payments

In the CEEC program members of the co-op received payment at the end of the
year This payment was based on both the Individual firm=s reduction and the
reduction of the co-op Participants who signed up for the full penod dunng the first
year earned $30 per kW shed Those who JOined In July received $28 50lkW, and
those who waited until August, $271kW In the second year all co-op members
received $30 a kW and In the final year $80 Some firms received as much as
$30,000 And remember the reduction penod was only 10 weeks long In addition
to the financial benefits, the participants found the follOWing advantages to being
part of the co-op

$ Impetus to Install, upgrade and expand bUilding automation and
energy management systems

$ Gaining Insight anto one=s energy consumption One member of thiS
co-op found It had a water well that cycled In the middle of the peak penod and was
able to move thiS 350 horsepower load to an off-peak penod

$ Development of noncurtallment load-shedding strategies
$ RedUCing demand, overall electnc usage and therefore cost

Developmg the Co-op

The Chief Executive Officer of Commonwealth Edison, the sponsonng utility,
recrUited the members of thiS Chicago co-op He personally called the chief
executives of the firms that the utility had targeted as potential participants ThiS type
of high level commitment was conSidered essential, If the load shedding was to be
achieved

Once the firms agreed to JOin the load-shedding effort, It was necessary to develop
contracts that covered the details such as compensation and the curtailment
protocol The details Included Identifying

$ Each piece of equipment that would be Included
$ The associated kW=s
$ Strategies for phaSing, shutdown, restart and cycling

CommUnications

Participants In thiS program stressed the Importance of communications at each
facility In order to ensure the success of the program It IS Important that all
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employees understand the program goals and the need for the load reduction It IS
Important that everyone IS reassured that appropnate load-shedding will not
significantly Impact

$ Comfort levels
$ Indoor air quality
$ Product quality
$ Day-to-day business

Other Examples

In 1983, Pacific Gas &Electnc, another California utility paid $250,000 to four coops
for a load reduction potential of 11mWs In New England, Boston Edison Company
developed a pilot load shedding program In 1988 that Involved 10 customers They
offered participants about $251kW Boston Edlson=s Interest In setting up the co-op
was based on the utillty=s need to meet Increased load growth In Its service terntory
The company saw load shedding as an alternative to bUilding expensive new
capacity

How Do These Experiences Relate to IES=s In Ukraine?

Interruptible Rates can be used here In Ukraine to Increase your customers=
chOices with respect to the cost of the electnclty they use The voluntary load
curtailment program proposed for the Energomarket offers you the opportUnity to
broker curtallable load between your customers and the market, to the benefit of
your customers and yourselves Interruptible Rates can also focus attention of
these customers on the Importance of energy management When customers begin
to realized the value to them of load shifting and load shedding, they Will become
more Interested and more Willing to Invest In the sophisticated metenng and
commUnications technology which allow them to respond to pnce Signals
Additionally, as they begin to save money through speCial rate Signals, they Will
begin to investigate more permanent load reduction strategies that are afforded
through energy effiCiency As suppliers of energy In thiS market, you have the
opportUnity to not only sell energy to your customers, but also posItion yourselves as
the energy experts prOViding metenng and other technology as well as adVise and
eqUipment for permanent load reduction Given the roiling black outs which you
have been experiencing, you may find profit In permanent load reduction as well as
In the seiling of energy And through proper metenng you Will be able to collect the
real value of the electnclty you sell rather than collecting on the estimated value
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Alexander Petrov
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-------------------
~ WHO CAN ESTABLICH LOAD

COOPS IN UKRAINE?

1. Local Electric Companies
(Oblenergos)

2. Independent Energy Suppliers (lESs)

.,..~ Hagler Badly, KIev, Ukrame
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-------------------
~ CURTAILMENT AGREEMENT:

Load Classes

1) Firm Load

2) Despatchable Load

3) Interruptible Load

4) Command Load

Hagler BaIlly, KIev, Ukrame
~
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-------------------
~ CURTAILMENT AGREEMENT:

1. Parties

1. 1 Buyer: [Retail CustomerJ

1.2 Supplier: [Tariffor NontarifSupplierJ

1.3 Energomarket Eneterprise

"""~ Hagler BaIlly, KIev, Ukrame
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-------------------
~ CURTAILMENT AGREEMENT:

2. Buyers Electricity Load

2.1 Hourly load for sailing (location,
metering)

2.2 Method of monitoring of load reduction
by Energomarket

2.3 What part of the load is:

a) "Despatchable" or "Interruptible"?;

b) "Command"?

Hagler BaIlly, KIev, Ukrame
~
V,
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~URTAILMENT AGREEMENT:
3. Cutoff Offers

3.1 For Despatchable Load, Buyer specifies a Price Curve
(Cutoff Price) based upon Energomarket's Wholesale
Perches Price, above which Buyer agrees to curtail:

a) Entire Dispatch Load, or

b) Certain part of entire Despatchable Load.

3.2 For Interruptible Load, Buyer offers to curtail its load
promptly upon notice by Energomarket in exchange for a
discount of some % of AP charge which would have
been incurred by Buyer, if were non-interruptible.

~
~

Hagler BaIlly, KIev, Ukrame 8
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~URTAILMENT AGREEMENT:
4. Energomarket Obligations

4.1 Supply Buyer with day-ahead hourly
forecasts.

4.2 Notify Buyer in advance about changes of
planned load.

4.3 Notify Buyer about unpredicted real time
changes.

4.4 Give Buyer with Interruptible Load a discount

•

~

-4
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-------------------
URTAILMENT AGREEMENT:

5. Energomarket Rights

.".....s:::::.
-e:::.

5.1 Energomarket has no curtailment rights
for Despatchable Load Buyers.

5.2 Energomarket may curtail Interruptible
Load Buyers in the specified hours.

5.3 Energomarket may curtail Command
Load Buyers whenever it is necessary.

Hagler BaIlly, Ktev, Ukrame 10
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URTAILMENT AGREEMENT:

6. Buyers Obligations

~
~

6.1 Notify Supplier regarding his projected
demand.

6.2 For Interrapable Load, Buyer mast:

a) Develop and operate systems to
enable it to voluntary curtail demand;

b) Immidiately curtail demand if and
as ordered by Energomarket.

Hagler Badly, KIev, Ukrame 11
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~ :URTAILMENT AGREEMENT:

7. Buyer Rights

7.1 May alter the Cutoff offer parameters on
24 hours notice.

7.2 Buyer, if not a Comand Load Buyer,
may terminate the Curtaiment Agreement.

-g
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....-cURTAILMENT AGREEMENT:
8. Suppliers Obligations

8.1 Collect Buyer demand forecast each day
and convay it to Energomarket.

8.2 Promptly Credit Buyer for any rebate
eamered by Buyer from Energomarket.

8.3 Promptly enforce any penaly against
Buyer on request of Energomarket.

--a>-
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~ 1URTAILMENT AGREEMENT:

9. Penalties

9.1 For Despatchable Load:

a) If Buyer demand forecast error is greater than 5%;

b) If Buyer actual load deviates from the despatched load
profile greater than 10%.

9.2 For Interruptible Load:

If Buyer fails to comply with an Energomarker
cutailment order.

9.3 For Command Load:

If Buyer fails to comply with an Energomarker
cutailment order.

-
~
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Financing Energy
Efficiency Projects

Philip Hastings, P.E.

eMP International

~
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Customer's View

• Save money

• Improve production

• Improve operating efficiency

• Reduce capital requirements

-
~
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ESCO's View

• Make money

• Expand business

• Establish relationships

• Increase jobs

~
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Barriers to Energy Efficiency

• Energy pricing

• Availability of capital

• Interest rates

• Inflation

-o
~
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Barriers to Energy Efficiency

(continued)
• Business risk

• Business priorities

• Political & economic stability

-c)..
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Project Development Process

• Identify target customers

• Contact and sell concept

• Pre-qualify customer

• Conduct preliminary audit

• Preliminary agreement

• Conduct detailed audit

.......

~
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Project Development Process

(cont'd)
• Identify cost-effective measures

• Negotiate contract

• Arrange financing

• Design and install measures

• Monitor & verify savings

• Billing and payment

~-e;,
_~C
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Types of Project Financing

• Purchase

• Lease

• Vendor finance

• Performance contract
• Shared savings

• Guaranteed savings

",...,.--
Q
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Perform ance

Contracting is ...

A contract for energy services, with payment
based on satisfactory results, generally
energy or energy cost savings.

,-
""
~-
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Customer Advantages

• Improved facilities

• Reduced operating costs

• Little or no up-front cost

• More efficient = more competitive

• Use money paid for wasted energy

• Get guaranteed results

...
"...

~
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ESCO Advantages

• Sell additional services to customers

• Sell to customers with "no money"

• On-going customer relationship

• On-going income flow

• Shared business objectives

..,.,

"~
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Performance contracting is a

complex process
• Sophisticated concept

• Multi-party arrangement

• Multiple approvals

• Complex contract

• On-going monitoring

--~
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Performance Contracting

Components
• Detailed energy audit ("Investment Grade")

• Project financing

• Construction management

• Performance guarantee

• Maintenance

• Monitoring and verification

• Risk sharing or transfer

IfIIII#--~
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Performance Contracting Options

• Shared Savings
• Customer and ESCO share energy cost savings

• Off-balance-sheet financing

• ESCO carries financing

• Equipment often leased

• If savings exceed guarantee, customer pays more

~
"l'iiJ
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Performance Contracting Options

(cont'd)
• Guaranteed Savings

• Guarantees level of energy saved

• Provides for payment if energy savings level not
realized

• Usually customer carries financing

• If savings exceed guarantee, mayor may not share
benefit

.-­-~
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Financing Sources

• Customer
• Equipment vendor

• Bank loans
• Multi-national banks

• Commercial financial institutions

• Government programs

--~
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A simple example

An old motor can be replaced with a more
efficient one:

• The new motor costs $15,000 and will save 150,00
kwh/year

• The new motor will last 20 years, electricity costs
$0.05/kwh, and the minimum return requirement
is 20%.

~
:Y
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Life cycle cost analysis

Annual energy savings

Present value (20 yrs;20%)

Initial cost

Net PV Savings

$7,500/yr

$36,522

$15,000

$21,522

-sf

~
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Finance option 1 - Cash

• Customer pays $15,000 cash for motor

• Customer saves $7,500/year in energy cost

~
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Finance option 2 - Shared savings

• ESCO provides motor at no initial cost

• Customer pays ESCO 80% of savings for 5
years

$6,OOO/yr or $19,165 NPV

• Customer retains 20% of savings for 5 yrs,
($1,500) then retains 100%

--~~
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Finance option 3 - Guaranteed

•savIngs
• ESCO provides motor at no initial cost

• Customer pays ESCO $5,600/yr for 5 years

• Customer saves $1,900/yr net for 5 years,
then retains 100% of savings

• ESCO guarantees savings -

will pay customer $0.04/kwh for any
savings shortfall in 5 years

~

~
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Conclusions

• Energy efficiency can be profitable for both
customer and energy supplier/ESCO

• Alternative financing, like performance
contracting, can be helpful in completing
projects and increasing sales and profits

~
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ENERGY SAVING IS
OUR BUSINESS,

Or What ESeQ Is?

Vasily STEPANENKO
Techmcal Director of

" ESCQ - East"

IntroductIOn

One year back, m KIev, we modestly celebratedthe first graduatIon ofprofeSSIOnal energy
managers group, who receIved the certIficates from the US Assoclatlon of Energy
EngIneers (AEE) Owmg to the ABE and US AsSOCIatIon of Energy servIce compames
dunng 3 months 42 experts from different regions ofUkrame have passed retrammg, and
many ofthem have opened for themselves the new world - world ofWestern energy ServIce

When I have receIved the mVItatlonto study, I was near fifty About twenty years out of
them were gIven to work In SRI (ScIentIfic Research InstItute) and DB (DeSIgn Bureau) of
former USSR - mamly, defenSIve I had skeptIcal attItude toward western notIons ofenergy
management dIstmctly seemg a huge dIfference m a conditIon of our mumcipal servIces,
mdustry and power Few meetlngs With western experts on energy servIce only strengthened
my skeptlcism

To-day I recollect With gratltude the lectures ofmadam Sheerly Hansen - the presIdent
ofUS Energy servIce compames who has changed me durmg the week we dealt With each
other From the skeptlc I have turned mto romantIc - pragmatIst of energy busmess though
thIs combmatIOn seems very strange

I am very much worry about the present conditIOns ofmutual relatIons between Ukraine
and RUSSIa, I can not acceptof that border, whIch becomes more and more solId between us

Therefore I was very glad to meet at our fmale exam VIctor PetrovIch Grytsyna - the
executIve directorofASSOCIatIonofEnergy Managers ofRusSia We began to call up to each
other, exchange our opmlOns I have publIsheda few artIcles from "ENERGYMANAGER"
bulletm In our "ENERGYSAVINGS" bulletm and was glad by receIvmg hIs mVItatlon to
tell to our RUSSIan colleagues about our modest expenence of
formatIOn the Energy servIce company (ESCO)

Maybe thIs artIcle Will not be accepted by you m all aspects but I take responsIbIlIty for
smcenty

Energy Service Company

We take money from our Customers but that we help them to reduce consumptIOn of
energy resources or payments for energy sources What way IS used for that? The number
of optIons IS equal to the number ofCustomers

In the foreground, certaInly, works on reductIon of unproductIve losses and costs of
power resources - as a rule, we solve these problems by a combmatIOn oforgamzatIOnal
and technIcal measures

How to find and evaluate these losses? Our Energy AudItIng Department IS responsIble
for the fulfillment of thIs task "Energy AudIt" IS not yet common for the most of our
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Customersand many ofthem are very SUSpICIOUSto thIs stage ofour work I wIll try to gIve
bnef descnptIOn ofthIs stage ofwork

At the fIrst stage of energy audit the analYSIS of payments for energy sources helps to
determme dommantand narrowthe focus ofImmediate works DynamICSofpayments m the
year mterval shows dependence on season On correlatIon the month's mdlces ofvolumes
and cost ofconsumed energy sources WIth the volume and cost ofmanufactured product we
receIve the dynanncs of energy sources specIfic consumptIon These mdlces are very
Important as we can try to prove the necessIty ofour works as a whole

On the second phase ofworks on energy audIt we (on the chosen dIrectIons) estImate m
detaIls the structure ofpower resources losses separatelyon the kInds of energy sources and
on kInds ofproductIOns - we are dug m deeper m technology

Ours energy auditors know the mam methods of these losses decrease, whIch
are m our arsenal and at our partners (today our company has more than
20 domestIc and foreIgn frrms-partners, specIahzmg m concrete drrectlOns)

Result ofthIs phase IS the report on energy auditwhere we are provmg for the Customer
(and for ourselves) the onentatIon and effiCIency of our cooperatIon The key parameter of
the report IS paybacktIme ofthe enclosed costs on the chosen dIrectIOns ofworks, separately
on each

As a rule, we do not offer the works, exceedmg annual payback tIme (sImply fixed them
for ourselves for the future)

Then our contractual department enters fIght By my expenence thIs phrase could be
charactenzed best of all Just so - the fight Often qUIte exhaustIng and long

TakIng mto account contmued narrOWIng ofthe money CIrCulatIOn, we go on covenng
payments by agreement by productIon ofour customers - actually, It IS barter

For the purpose to realIZe the agreement It IS necessary to use the tandem ofa contractual
departmentWIth a commercial servIce ofthe company, whIch estImates the hqUldity ofour
customers' productIon and IS responsIble for ItS sale

It IS necessary to tell, that by cash thIs productIon, as a rule, costs a httle bIt
cheaper ThIs so-called IIdIscount" we mclude m the tenus and condItIOnsofcontract (as well
as temporary costs necessary for productIon realIZatIon)

The company's turnover and even ItS destIny depends on abIhty to predIct and make
deCISIons by these two diVISIons I know qUlte a lot technIcal compames and groups whIch
underestImated the Importance of aVaIlabIlity of these diVISIons They had strengths, qUIte
good staff and mventIons - but today they already are not present at the market - "c'est la
VIe"

At last, the agreement IS SIgned The person shall be appomted WIth a personal
responsIbIhtyforthe agreement fulfillment It could be skilled employee or ChIef expert of
the company It can be the chIef of fInn - partner The mam Idea IS that thIs expert was
aVaIlable and could conduct all work up to the end, and If It IS necessary to accompany the
development of works at the Customer m the future For thIs actIVIty he should receIve a
share from the ESCO profIts on the agreements conducted by hIm

Here I shall not open Amenca and I shall not speak about orgamzatlOn of works
etc I shall tell only, that smart management of works by agreement guarantees to conSIderable
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extent the CompetJtJveness of the company
Many compameshave started qwckly - but It IS necessary to have cool and prudent bram With

an extensiveprofessionalknowledgeand knowledgeofthe people to bnng the work up to the end
- Ifthese braIns are not present m ESCO - better to not begm

I am personallyas a technIcal dIrector act as a Leader for leaders my sphere ofactIVity m the
company IS engmeenng and policy

The very Important moment IS the aVaIlabIlIty of bank - partner for ESCO The partner
because thIs bank should be mterested m dIrectiOns ofeffectIve mvestments In the medlUm-teon
and long-term programs

The energy savmg and energy effiCient programs lose only to the pure commercial programs
that have a fast tum-over But they have other properties, attractIve to banks - potentially huge
mche ofthe market, reqwnng proportIonal mvestments of capital dunng many years (I has
told thIs about the potentIal ofworks on yla.ailliiaa3fuefuep m our countnes - ThIs problem was
not yet considered properly)

Energy savmgs IS huge and stable busmess, but Its development IS slow and dIfficult - It has
the large nghts, by the way, for preferentIal taxatIon
The bank - partner for ESCO IS necessary by the 4 mam moments

as a source of a credit means for the begmnmg of works on the concrete energy
savmgs proJects,

as the guarantee and subcredltor of the mvestment projects executed by the
budget and mternatIonal programs,

As the guarantee and partiCIpant m sharmg profit receIved on realIZatIOn
energy savmgs proJects, where the complete mvestment of means on realIZatIon

of the project IS reqwred from the ESCO party (especially, when
the settlements With the Customer are carned out from the received economtes by
ItS production m dunng several years) In USA such pnnclple has received the
name of"effiCient energy contract",
On fulfillment the agreements on the basIS of leasmg, the dOmtnant In the

energy savmgs projects IS the cost ofeqwpment Effect from project reahzatIon
could be small at the begmnmg, but groWing and stable m tIme In thIs case
leasIng IS the most perspective form ofESCO, bank and Customer cooperatIon

And, to be honest I shall tell that we were gomg dunng one year to thIs structure by the most
own method - tnal and error method We had a lot ofthem and It seems that we Will have more

Our ESCO has started to practIce mtegratlon m Its structure (keepmg the nght
of legal person and mdependence) small, but potentIally
capable to our work compames and groups - even those that we were earher m the
competItIve relatIOns

Our approach IS SImple - havmg authonty, resources and resources ofour partners, we
offer them the guaranteedamounts ofworks, our help and support (very much dlversdied)
In exchange we reqUIre mdlvldual share m the profits - we can say 50 % by 50% - or on
the contrary, we offer mdlvldual share m the profit, but actually It'S the same

ThIs IS an adVice for those who reqUIres constant development ofESCO executive
mfrastructure

Flmshmg thIs sectIon, I shall not dwell on concrete works on energy savIngs I beheve
that respected readers know about It conSiderably more than our experts

I only want to emphasIZe that techmcal diVISions ofour ESCO make up by number 60­
70% of a total number of our employees - now It IS not easy to determme the exact bound
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ESCO/l!lh£Jl and market

From the very begmmng our company was formed, as regIOnal We knew
qwte well our possIbIhttesand dId not suffer ofheIghtened self-esteemand gIganttc Ideas
The moment of formatton our ESCO has comcided With the tum over of our oblast
authontles structures m approach to energy savmgs By realIzmg futthty of long-term
cooperattonWIth Chtclnkovs(swmdlers) and Mamlovs (day dreamers), they have begun
to search for the pragmattsts

FormatIOn ofkey sectIOns for the energy savmgs regIonal program "INDUSTRY,
POWER, ADMINISTRATION MANAGERIAL CONTROL OVER ENERGY
USE" We have offered to the oblast admunstratIOn sunple and clear approaches which
are not requlnng budget financmg

valIdIty of the program - 1 5-2 years,
rely on already eXIstmg resources Without centrahzed mvestments,
rely on one tune use of real mcentIves and legal measures of admmlStratIve

compulSIOn,
There were a lot ofopponents - It was not easy to recognIze that slush fund IS closed - but

realIsm prevaIled
The first program of ESCO was the program of takIng customers capaCIty out of

maXImum zone m the twenty four hours mterval or as It called by maJonty - diftanff
program (transIttonto the payments for electncityby the tanffs dIfferentIatedby tIme zones)
I shall not dwell on Its essence I shall only say that we lanced very bIg boIl m our economy,
the power sector ofUkrame has fallen senously III caused by the lack ofcapacity maneuver
because It was taken out ofUnIted energy system

IneffiCIent use of fuel mcreased pnce for generated power and lack ofelectncIty durmg
peak load hours resulted m the huge losses m mdustry caused by the constant lImIts of
customer's capacity Our program allowed SIgnIficant decrease of these losses and
maneuvenng With a capacItIes m the twenty four hours mterval allowed slgmficantdecrease
of pnce for kWh.

So,OISC "AvtoZaz" havmg transferred (With our help) to the new tanffbegan to save
up to 40% ofpayments for electncity

We receIved (or created) the segment of new market - works and servIces on
mtroductIOn the systems of electncity commercial account 72 regIOnal enterpnses With a
declared capaCIty over 1 5 MW became our potentIal clIents

It was a bIg work, first of all organtzatIonal work, and reSIstance was qwte bIg too
Havmg thIs opportumty I would lIke to express my enormous gratttude for the help and

support to our RUSSian partners - Andrew Demsov (ABB-VEI-Metromka) and Alex
Trettakov (ROCKWELL AUTOMAnON) and to therr employees, therr help was
mvaluable

Havmg Wide expenence ofbusmess actIVIty at different posts m the former USSR I
never faced such feelIng ofhelp and I would say gentlemen's attItude to the partners

The scope of thIs program Will allow to set senous relatIOns With our bank
KB @pRIVATBANK demanded to form the managenal vertIcal ofenergy savmgs m the
regIonal authonty structures (oblast state admtmstratton, CIty executIve commIttees, dIStnct
state admtmstratIons), actIVIty With press, TV, mmIsters and mstttutIOns m KyIV

One year later I realIze that neceSSIty to take part m pohcy actIVIty became acknowledged
- to-day some small group of people helps me to do thIs Job on professIOnal level

Gas defiCIt m Ukrame now IS very keen Our company started new program "GAS
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RATIONSAL USE" havmg the alm to decrease by 20% consumptIonofgas and heat m the
base spheres ofregIOn's economy, fIrst ofall by the way ofenergy savmgs

This IS a new segment of our market winch has a big potentIal of return We have
calculatIons showmg the possibilIty to reduce gas supply to Ukrame by 2-3 tImes on
complete realization the potentIal of thIs program

We considerIt as pIlot program m UkraIne and propose as a program ofstate Importance
Such focus ofaetlVlty ofour company attracted mterest ofthe other regIOns ofUkrame

To-dayJomtly With a partners from other oblasts we already created DnepropetrovskEnergy
SerVIce Company(ESCO-DNEPR)and WestemEnergyServiceCompany(ESCO-ZAPAD)
These are also new segments of the market on works and services on energy savmgs and
energy effiCiency

Halfa year before, by the mVltatlOn ofAmencan party, we were mcluded as a members
mto the WorkIng Group on Energy Savmgs and Energy EffiCiency of Kuchma Gor
Committee - thIs IS very Imposmg forum for Jomt actIVity With other polItICians over the
Improvement of legal, legIslatIve, fInancial and technIcal energy savmg mechanIsms

The Issue by the company, at the regular base, the mformatIon bulletm
"ENERGYSAVINGS" became one more strong SIde m ESCO polIcy realizatIonand energy
saVings market segments formatIon

Heads ofregIOnal authonty structures and mam experts ofregIOnal enterpnses began to
receive monthly40-50 pages ofpractIcaladVisesand mformatIonabout thIs strangebusmess

Commg to the end ofthIs sectIon I want to emphasIZe that energy savmgs m the ESCO
Itselfto-day IS also the segment- 50-60% ofcompany'sturnoverprOVide busmess deals WIth
a fast turnover

ThIS IS only to emphasIze the necessity of constant mvestments mto the ESCO
development - we are groWing and thIs gives hope to us

I am Energy Manaffer

My diploma I 4834, that certifies that I am certIfied manager, was Issued by the US
ASSOCiation ofEnergy Engmeers and IS valid up to 12 31 1999 It means that I have to prove
thIs status constantly And what does It mean thIs status for me and for my company? I shall
try to explam even IfIt WIll be not very much skIlled

I have already mentioned that our ESCO prepared and Implemented 2 mtersectoral
projects related WIth power sector, gas and heat supply utIlIties We are prepanng m our
portfolIo 2 sImllarprograms more, programs on mumclpal service utilIties and on dnnkmg
water

ThIs IS the first and maID level ofESCO I am offiCial Manager of these projects and
IS responsIble for the representation and coordmatIon funCtIOns PreparatIOn ofone type of
programs, fulfillment and development the other one IS a constant and delIberate work

These bIg projects are fallen apart mto the set of concrete projects related With the
fulfillment (and conclUSIOn)ofeconomic contract of company, tins also constantly reqUIres
actiVIty ofmanager who WIll make balance between Customers mterests and real abIlIties
ofcompany's departments and company's partners

ThIs IS the second level ofmanagers duties, we are recelvmgreal money from thIs source
The hfe Itself put assignment to Improve the laws especially m the part of creation of

effective mcentIves for energy savmgs (low mterestcredits, concessIOnal taxatIOnand so on)
InteractIvltyWIth the regIOnal authontIes,publIc organtzatIOnS,mInlsters and mstItutlOns

m thIs actIvity IS the necessity The same as preparationthe drafts ofclauses, resolutIOns and
ImnstructIOns

ThIs IS the third level ofmanager's actIVity
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My fourth level are the dutIes of EdItor m chIef for the InformatIonal bulletm
"Energosavmgs" - I am "playmg coach" m the edItonal office, I prepare the artIcles by
myselfand I hope that they are about the mam Issues

I belIeve, that the fIfth level of energy managers actiVIty IS a partnership development,
constant mcrease of potential for the new programs and works ThIs IS a very thm stnng
where IS necessary to balance and develop not only your mterests but be honest and
oblIgatory partner for many people, keep under control the fulfillment of accepted
commitments through the whole ESCO structure I have wrote donw thts and thmk. over,
where IS the famIly, fnends etc But thts IS not mterestIng to you

Our objective IS to become constantpartnerofyour enterpnse by the drrectIonsofenergy
savmgs and energy effiCiency

Mam lmes of activity

Development and formatIon of speCIal energy savmgs programs m the mam branches of
economy,

PartlclpatIonm ImprovementsoforgamzatIonaland legislatIvemechamsmswhIch proVIded
practIcal ImplementatIon of energy savmgs and effiCiency of economy,

ProVIde consultatIve and InformatIOn servtce to the commercIal entItIes and regIOnal
authonties m the field of practIce of energy savmgs, methods and means of energy
effiCIency unprovement,

ProVide servtces on attractmg mvestments for unplementatIon the energy savmgs projects
m the mdustry, power sector and mumcipal servIces,

DesIgmng and manufacturmg the technIcal means and energy savmg systems,
DesIgmngand mtroductionthe "tum-key" energy savmgs projects m the mam branches of

regIonal economy,
ImplementatIon ofWide nomenclature ofenergy savmgs and energy eqUIpment

Our methods of activity With the Customers.

We do not accept the work that we can't carry out,
We carry out only those works that have reasonable terms ofrecoupment,

In case of funds absence we try to fmd and find non-tradItIonal forms of works financmg

To be m more close relation With our potentIal Customers,partners and With all those who
works m the field ofenergy effiCIency Improvement we Issue the "Energysavmgs" bulletm

The first program ofour company IS ImplementatIonof"VoluntaryLoad Curtailment"
Project - the program ofremoval the customerscapaCItIes out ofpeak zones and transfernng
m the settlements, on the base ofnew tarIffs dIfferentIated by tIme zones

The Project In the region IS executed by.

"Ekologhlcheslayeslstemy" JSC ("EcolOgical systems" JSC) concernmg large customers,
"VEGA-PLIUS" JSC concernmg medium-Size customers,
"FAZA" Small Enterprzse

The next stage of thts program must be the development of "Voluntary Load
CurtaIlment" Project at each enterpnse, that IS the tranSitIOn to technIcal metenng (routme
engmeenng checkups) for mtemal busmess entItIes

6



Smce the second half of 1997, our company has been getting ready
to start the fonowmg programmes:

"economIcal consumptIOnofgas" program, a gas DSM project at gas utIlItIes and customers
m the regIon,

"efficIent use ofheat" program, a standard-typeproJect for heat utIlItIes and customersm the
regIon,

"economIcal use of water resources" program for water pIpelmes, Oblast water utIlIty s
dIVISIOns and customers
We have SIgnedan agreement WIth Zaponzlnaoblenergoand Dmprooblenergoon settIng

up regIOnal power sector momtonng systems on a general-contract basIS
We are holdmg a tender to get subcontractorsfor the proJects and seekIng domestIc and

foreIgn partners m order to execute those major projects
Our company welcomes partners and IS lookIng forward to busmess and professIonal

proposals by legal and natural persons onJomt executIon ofenergy savmg projects

Valery (VladImlrOVIch) Ivanenko tel 62-50-04
Anatoly (GngoryeVlch) Dunwch tel 62-53-85
Vastly (AnatolyevIch) Stepanenko tel 34-35-67

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

Our company's address
105 Lenm Avenue
Zaponzlua, 330095
UkraIne
PreSident
Vice-President
Techmcal Director
Fax 62-31-11

7
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HOBa CHCTeMa p03Api6HHX TapH<piB

New Retail Tariff System

IpHHa €rOpqeHKO Irina Yegorchenko

XErAEP BAMi KOHCAATMHr, IHK. Ta CMP IHTEPHElIIHA

Hagler Bailly Consulting, Inc. and CMP International Consultants

3a cnpIDIHIDIM :
ArEHTCTBA CnOAyqEHHX lIITATIB 3 MI:JKHAPOAHOrO P03BHTKY

Supported by:
U.S. Agency for International Development

-"
,~"';

~

June 30- July 1998 30 qepBHH - 1 AHUHH 1997
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Contents

• IloBHoBa)KeHHH y BCTaHOBAeHHi i peryAIOBaHHi TapHepm.
Authonty m settlng and regulation of tarlffs

• OCHOBHl IIpHH.L(HIIH TapHepHOl IIOAlTHKH B
pecTpyKTypOBaHoMy eHepreTHqHoMy CeKTOpl YKpamH.
MaID prmclples of tanff pohcy m the restructured power sector of Ukrame

• <l>opMyAa AM p03paxyHKy P03Ap16Horo TapHepy y. .~
BlAIIOB.lAHOCTl AO M.L(eH31H IIOCTaqaAbHHKa 3a peryAbOBaHHM
TapHepOM.
Regulated tanff hcense formula for the retatl electrlclty tanff

• <l>opMyaaHHH OIITOBHX .L(m.
Formation ofwholesale pnces

-_....
$
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TIoBHOBa-'KeHHH y BCTaHOBAeHm

Ta peryAIOBaHm Tap:u<piB
Authority in setting and regulation oftariffs

HKPE NERC
•

•

•

aaTBepA'KY£ napaMeTpH Ain;eHaiii - TapH<pH Ha nepeAaqy

Micn;eBHMH (AoKaAbHHMH) eAeKTpOMepe)KaMH Ta Ha nOCTaqaHHH

eAeKTPoeHeprii aa peryAbOBaHHM TapH<poM, a TaKO)K Koe<pin;i£HTH

BHTPaT, BCTaHOBAlO£ TapH<pH Ha eAeKTpOeHerilO AAJI HaCeAeHHJI;

approves hcense parameters - tartffs for tranSm1sston by local networks, tartffs for electrtcity
supply at regulated tanff and loss factors, sets residential retatl tartffs,

aaTBepA'KY£ TapH<pH Ha BHpo6HHIJ;TBO eAeKTpoeHeprii ABC, TED: Ta

mc;
approves tanffs for electrIcIty generatlon by nuclear power plants, CHPs and
hydro power plants,

BCTaHOBAlO£ 06Me)KeHHJI n;iHOBHX aaHBOK AMI TellAOBHX

reHepyroqHX KOMnaHiii

sets hnuts on btds for thermal generatlon comparues

......
~~
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TIoBHOBa)KeHIUI y BCTaHOBAeHm

Ta peryAlOBaHm TapH<piB

Authority in setting and regulation oftarijfs

KOMrraHii, HId 3AiiiCHlOlOTh rrepeAaqy eAeKTpOeHeprii Mic:u;eBHMII

(AOKaAbHHMH) MepeX<:aMII Ta nOCTaqaHHH 3a peryAbOBaHHM

TapllepOM: Distnbutlon and supply companies
. ..... ..

• p03paxoByroTh napaMeTpH M:u;eH3111 Ta rrpeACTaBAHIOTh IX AO

HKPE Ha 3aTBepA'KeHHH; calculate hcense parameters and submtt for
NERC approval;

• y HOBiii TapHepHiii cHcTeMi: p03paxoByroTh p03Api6Hi :u;iHH 3a

epOpMyAOIO [1] B YMOBax II Ta npaBHAaX Ai:u;eH30BaHoi AiHAbHOCri 3

nOCTaqaHHH eAeKTpOeHeprii 3a peryAbOBaHHM TapHepOMo in the new
tariff systemo will calculate retatl prices usmg the formula [1] in thelt hcenses for
regulated supply

::;,
v-""
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OCHOBHirrpHHQHrrHTapH~HoirrOMTHKH

Main Principles ofthe TariffPolicy

• KOMneHCaLU.H BHnpaBAaHKX BHTpaT Ha

reHepaQlIO, nepeAaqy M1CQeBHMH

(AOKaAbHHMH) Mepe'KaMH Ta

nOCTaqaHH.H eAeKTpOeHeprll

recovery of Justified costs of electrlc1ty generation)
distrlbution and supply

• nlATpHMaHH.H eHepreT~HOrO

o6AaAHaHH.H B aAeKBaTHoMy P060QOMY

CTam

keep1ng of the appropnate workmg condition of
power mdustry fac1hties

• IHBeCTHQl1 y BIAHOBAeHHH reHepyw~ulX

nOTyXGIocreii

1nvestment for replacement of generation capaC1ties

• HaAIHHe nOCTaqaHH.H CnOXGIBa~nB

eAeKTpoeHeprt€W npHHHHTHOI .HKOCTI
rehable supply to consumers of electrlc1ty of
appropr1ate quality

"'-$,1;,
~
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OCHOBHi rrp06AeMH TapH<pHOi rrOMTHKH

Main problems in tariffpolicy

i:;;;;
\

,~

•

•

•

3arpHMKa 3pOCTaHHH IUH Ha eAeKrpOeHeprUO y IIOpffiHHHHl13

3pOCTaHHHM U;lH Ha IIaAHBO delay 111 electrIcIty pnce Increase Wlth respect to

fuel prIce 111crease and 111crease of other costs

TapH¢H He BlAIIOB!AaIOTh BHrpaTaM Ha reHepau;uo Ta IIOCTaqaHHH

eAeKrp0 eHeprll 111adequate tar1ffs compared to electr1c1ty generation and supply costs

HeaAeKBaTHe ¢lHaHcynaHHH IIOCTaqaHHH eAeKrpoeHeprll II1AbrOBMM

KaTeroplHM CnOlKHBaqffi no adequate fundtng of electrIc1ty supply to pr1vileged
categor1es of res1dential consumers

Tanffs and pncmg 6
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3a6e3neqeHIDI eAeKTpOeHeri€lO niAbroBHX KaTeropiH CnO)KlffiaqiB

Electricity supply to privilegedgroups ofconsumers

16 KaTeropiii niAbroBHX
•CnO)KHBaqtB

16 categones of pnvtleged
consumers

• HeMa 06Me)KeHb

CIIO)KMBaHHH AMI

AeHKHX rpyrr no
consumptlon llmlts for
some groups

3anpOIIOHOBam CnOC06H

BHpimeHHH npo6AeM
Suggested solutions

• <I>lHaHcYBaHlUI IIlAbr 3 MIc~eBHX Ta Aep)KaOHOro

61OA)KeTIB Fundtng ofpnvtleges from local and state budget

• •He BH3Haqem
A'KepeAa
<piHaHCYBaHIDI

•II1Abr sources of
fundlng are not clearly
deflned

•

•

<I>lHaHCYBaHlUI AOTaQiH Qepe3 EHepropHHoK:

AOTaQIHHl cepTHeplKaTH AAH KOMIIaHiH­

IIOCTaqaAbHHKiB Ta HaA6aoKH AO TapHeplB Fundtng of
subsldtes through Energomarket subsldy certificates to supply
comparues and surcharges on tanffs

06Me)KeHlUI CIIO)KHOaHHH eAeKTpOeHepni

IIlAbrOBHMH KaTerOp1HMH CIIOJKHBaqiB Llffi1tmg of
pnvtleged consumption

~L"'"

~
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«PopMyAa p03Api6HOrO TapH<pa Ha eAeKTpOeHeprilO, HKa BiAIIOBiAae

YMOBaM Ta npaBHAaM M:QeH30BaHOi AiH.AhHOCri 3 IIOCTaqaHHH

eAeKTpOeHeprii 3a peryAbOBaHHM TapHepoM
Licenseformula for the retail electricity tariff

In the new methodology, retatl electr1c1ty pnce
1S calculated

3a HOBOIO MeTOAl!KOIO r.:t;1Ha Ha

eAeKTpOeHeprUO p03paxoBy€ThCH
HKPE pa30M 3

KOHcyAbTaHTaMH
p03po6HAa HOBy
MeTOAHKy p03paXYHKy
TapHepiB y BiAITOBiAHOCri
AO "YMOB Ta IIpaBHA
Aiu;eH30BaHHoi AiHAnHOCri
3 ITOCTaqaHHH
eAeKTPoeHepri13a
peryAbOBaHHM TapHepOM".

NERC together Wlth consultants
developed a new methodology for
calculatton of tanffs 1n comphance
Wlth "Condtttons and Rules of the
Licensed ActtV1ty of Electnclty
Supply at Regulated Tanff'

•

•

•

•
•
•

3a AeHKHH p03paxyHKoBMH neploA,

AAH p13HMX KAaCm HanpyrM;

AM p13HMX rpyn cnOiKMBaqrn.

for some accounttng penod

for voltage classes

for dtfferent consumer groups

",,,,,

~"'
~-~
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<l>opMyAa p03Api6HOro TapH4Ja Ha eAeKTpOeHeprilO, HKa BiAuoBiAae

YMOBaM Ta npaBHAaM Ai:u;eH30BaHOi AiHAnHOCri 3 nOCTaqaHHH

eAeKTpoeHeprii 3a peryAhOBaHHM TapH4JoM
Licenseformula for the retail electricity tariff

3apa3 iCHye ABa KAaCH HanpyrH: At present there are two voltage classes'

• 1 KAac

• 2 KAac

35-154 KB

0.4-10 KB

1 voltage class

2 voltage class

35-154 kV,

04-10 kV

• ABi rpyUH CUOXGfBaqiB: Two consumer groups'

.­
~- \

~

•

•

CnoXGIBaqj KpiM HaCeAeHHJI Consumers other than restdential

HaceAeHHJI. Restdential consumers

Tanffs and pnclng 9
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cI>opMyAa p03Api6HOrO TapH<pa Ha eAeKTpOeHeprilO, HKa BiAnOBiAae

YMOBaM Ta npaBHAaM Mu;eH30BaHOi AiHAbHOCri 3 nOCTaqaHHH

eAeKTpoeHeprii 3a peryAbOBaHHM TapH<poM
Licenseformula for the retail electricity tariff

RTJ;J= /1_Tr1~P~ Tr1\ +LNT:L+EST]

RetaJ1 Price (C Jass J-J] roup J) = M or 9""1' ,..~u~~s:;,Pr.;zce 9""1 • ,.. .. " +

+ Loca.1N etwoIk Tarrtf (C Jass.1)+ Supply Tarrtf{] roup j)

P03iJpi6na u,ina (KAac i, rpynaj) =
3aKynl6eAbHapUH1C06a '(ina

+
(1-KoefjJ.6mpam(KAac1))x... x(1-KoefjJ.6mpam(KAac i))

+ TaputP na nepeiJalfYMicu,e8UMU Mepe:JICaMU (KAaci) +TaputP na nOCmalfaUHR (rpynaj)

~..-..
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3aKyniBeAbHa ~lHa eAeKTpOeHepni..MO)Ke 6YT~ nOrOAHHHOlO ~HOlOl a60

CepeAHhOlO n;lHOlO eAeK1pOeHepm 3a AeHKHH p03paxyHKOBHH neploA.

Purchase pnce can be hourly purchase price for consumers with hourly meters, or
average purchase pnce of electricity over some accounttng penod .

L{W P*EW )+L{NP*EN)+R
SPP = ---=----------=-----

LEW + LEN

WP = QIHa eAeK1poeHepnl, 3aKYIIAeHOI Ha OnTODOMY pHHKY eAeK1poeHepnl,

Pnce for power purchased from the Wholesale Electnc1ty Market,
EW =KtAbKlCTh eAeK1poeHepnl, 3aKYDAeHOl Ha OnToDoMY pHHKY eAeK1poeHepnl,

Amount of electnc1ty purchased from the Wholesale Electnc1ty Market,
NP = QIHa eAeK1poeHepnl, 3aKYIIAeHOI y DHpo6HHKlD, HKl He npOAalOTh eAeK1poeHepnlO Ha

OnTODOMY pHHKY; Pnce for power purchased from generators whtch do not sell electnclty to the
Wholesale Electnc1ty Market,

EN =KtAbKlCTh eAeK1poeHepnl, 3aKYDAeHOl y DHpo6HHKlD, HKl He npOAalOTb eAeKTPoeHepnlO Ha

OnTODOMY' pHHKY; Amount of electnclty purchased from generators wmch do not sell eleCtriC1ty to the
Wholesale Electnclty Market,

R = CYMa, Heo6XlAHa AAH KopHryDaHHH MDK peaAbHHMH Ta npOrH030DaHHMH p03paxyHKaMH,

HKa DH3HaQaeThCH YDIAnODIAHocn AO MeTOAHKH, HKa Mae 6YTH 3amepA'KeHa HKPE Amount
reqmred to reconcl1e dtfferences between actual and estimated computation factors as detenmned 1n
accordance Wlth methodolOgies approved by NERC

-­~l _
!I>.J

'-
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<l>opMyAa p03Api6HOrO TapHepa Ha eAeKTpOeHeprilO, HKa BiAIIOBiAae

YMOBaM Ta IIpaBHAaM Ai~eH30BaHOiAi-aAbHOCri 3 nOCTaqaHHH

eAeKTpoeHeprii 3a peryAbOBaHHM TapHepOM

Licenseformulafor the retail electricity tariff

IlapaMeTPH M:QeH3ii Ha nepeAaqy eAeKTPoeHeprii

Mic:QeBHMH (AoKaAbHHMH) Mepe)KaMH: LIcense parameters m the

hcense for electrIcity tranSmlSSIOn by local electrIcity networks

•

•

•

•

•

TapHet> Ha rrepeAaqy eAeKTpoeHeprii AAJI 1KAacy HarrpyrH. Transmtsslon tartff
for the 1st voltage class

TapHep Ha nepeAaqy eAeKTpoeHeprii AMI 2 KAacy Hanpyru. Transmtsslon tartff
for the 2nd voltage class

Koeet>irdeHT BTpaT AAH 1 KAacy HarrpyrH. Loss factor for the 1st voltage class

KoeepildeHT BTPaT AMI 2 KAacy HanpyrH. Loss factor for the 2nd voltage class

TapHepH Ha TPaH3HT eAeKTPoeHeprii Tanffs for electrIcIty tranSIt

..-.
~

~
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«I>opMyAa p03Api6HorO TapH4>a Ha eAeKTpOeHepriro, BKa BiAllOBiAae

YMOBaM Ta llpaBHAaM Ain;eH30BaHOi AiaAbHOCri 3 nOCTaqaHH.JI

eAeKTpoeHeprii 3a peryAbOBaHHM TapH<pOM

Licenseformulafor the retail electricity tariff

IIapaMeT}lH Ai~eH3iiHa nOCTaqaHHH eAeKT}loeHeprii 3a

peryAbOBaHHM TapH<J?oM: L1cense parameters ill the hcense for

electncity supply at regulated tanff·

• TapH<J? Ha nOCTaqaHHH AAH cno)KHBaqiB KpiM

HaceAeHHH
Supply tanff for non-reSIdential consumers

• TapH<J? Ha IIOCTaqaHHH AAH HaceAeHHH
Supply tanff for res1dentIai consumers

.,.;P'"

~
~
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<l>opMyAa p03Api6HOrO TapH<pa Ha eAeKTpOeHeprilO, JlKa BiAIIOBiAae

YMOBaM Ta IIpaBHAaM Aiu;eH30BaHOi Ai..nAbHOCri 3 nOCTaqaHHJI

eAeKTpoeHeprii 3a peryAhOBaHHM TapH<poM
Licenseformula for the retail electricity tariff

• TapH<pH, JlId BKa3am B MQeH3mx, BCTaHOBAIOIOTLCJI TaKHM lIHHOM, lII;o6

3a6e3nellHTH KOMneHcaQilO BHTpaT Ha nepeAaqy Ta nOCTallaHHJI

eAeKlpoeHeprii. L1cense tattffs are set to ensure recovery of costs for electrtc1ty
transmtss10n and supply

• TapH<pH Ha nOCTallaHHJI nOCTallaALHHIdB 3a peryALOBaHHM TapH<poM

BCTaHOBAlOIOTLCJI 3a 3rOAolO MDK nOCTallaALHHKOM Ta CnO-'KHBallCM.

Supply tattff for supphers at non-regulated tar1ff 1S agreed between the suppher
and the consumer

• YMOBH Ta npaBHAa MQeH30BaHoi A,i..sJ:AbHOCri MiCTJlTL nOAO-'KeHHJI npo

3MiHY napaMelpiB MQeH3ii Ta npo peryAlOBaHHJI MOHOnOALHOi Aia:ALHocri.

Condttlons and rules of hcenses contam proVls10ns on reVlew and change of
hcense parameters, and for regulatlon of monopoly actlVltles

- ...
~iEi:_",
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<l>opMyBaHHH OIITOBHX :QiH

Formation ofwholesale prices

ITocTaqaAhHHKH eAeKTpoeHeprll 3a HeperyAhOBaHHM TapHepoM

KYrryIOTh eAeKTpoeHepruo 3a orrTOBOIO IJ;1HOIO, HKa

06qHCAIO€ThCH HK cYMa U:1HH, 3a HKOIO eAeKTpoeHeprm

KYrry€ThCH y BHpo6HHKlB, TapHepa Ha rrepeAaqy

BHCOKOBOAhTHHMH Mepe)l(aMH Ta TapHepy Ha OIITOBe

rrOCTaqaHHH.

ElectrlC1ty supphers at non-regulated tartff purchase electrlc1ty at the Wholesale
Electrlc1ty Market at the wholesale electrIc1ty pr1ce which 1S calculated usmg the
purchase pnce from power plants, high voltage transmtss10n costs and the
wholesale supply tartff

.-:P"
~
"1;;)-
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<l>opMyBaHHH OIITOBHX ~iH

Formation ofwholesale prices

Y BiAIIOBiAHOCri AO llpaBHA OIITOBoro pHHKy IUHH Ha eAeKTpOeHeprilO

epOpMyroThCH m;orOAHHH y BiAIIOBiAHOCri AO TaKoi IIpon;eAypH: Rules of the
Wholesale Electnclty Market of UkraIne proVlde that electrICIty pnces are formed each
hour accordmg to the folloWltlg procedure

• TeIIAOBi reHepylO"t.Ji KOMnami nOAalOTL :u;iHOBi 3aJ1BKH Ha OnToBHH PHHOK; thermal
generatlon compames submIt bIds to the Wholesale Market,

• Ha:u;ioHaALHHH AHCneTllepCbKHH :u;eHTp Ha6Hpae Heo6xiAHY Ao6oBy no'J'Y'KHicTL,

KepyroQHCb HaHMeHIDOIO p03paxyHKoBolO :u;iHOIO N at10nal DIspatch Center fills the
requested da1ly capaCIty at the lowest calculated prIce;

• EAeKTpoeHepriH npOAaeTLCH Ha EHepropHHKy 3a cepeAHbo3BIDKeHolO :u;iHOIO (3a

BiAnoBiAHY rOAHHY) TeIIAOBHX reHepaTopiB, Ta reHepaTopiB, HId. npa:U;IOIOTL 3a

ABOCTopOHmMH AorOBopaMH, (AEC, TEL(, rEC) Electnclty from Energomarket IS
sold at the average weIghted pnce at that hour of thermal generators and generators
worktng accordmg to bilateral contracts Wlth Energomarket (nuclear power plants, CHPs,
hydro power plants)

.~..
~~..

+----
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What Are Time-af-Use Tariffs?

""'"~
-~~

I ~ I ~
!; ! 8 !

Time of Day

• Reflect Variations in Cost

• Seasonal
• Daily

• QJlionai or IVIandatory
, Typically TV\O d Three line

Periods Per n.y
• Peak
• Off-Peak

• Shoulder

• Typically TV\O orThree SEBsons
• Winter
• Summer

• at her 2
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Why Time-of-Use Tariffs?

.!. RefIe c t s Cos t

.+. I n flu e n c esC0 n sum p t ion

.+. Enco u rag e s Pea k Use
Reduction

.+. Lea d s toEf f i c ie n t Res 0 u r c e
Use

.+. Red u c esCu s tom e r Bill
3
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.......
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Supplier Benefits

.;. May Red uc e
Cost of
Purchased
Power

.;. Inc rea s e s
Competitive
Advantage

.;. Prov idesOpt ion
to Se II
Additional
Services

4
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~

Customer Benefits

.+~ Prov ides
Opportunity
to:
• Manage Cost

• Improve
Competitive
Position

• Take
Advantage of
Alternative 5
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,....,

~

Benefits for the Economy

.+. M 0 re Ef fie ien t Use 0 f Res 0 U rc e s

.+. Red uc e s Need for New
Generation

.+~ Imp r0 ve sEnvir0 n men t

.+. FreesCapit a I for 0 the r
Investments

.!. Inc rea 5 e 5 Dis P0 5 a I Inc 0 m e 0 f
Consumers 6
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~
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Actions Taken in Response to
T-O-U Tariffs

.+. Pap e r man ufa c t ure r swit c he d p uIp
grinding from peak to off-peak period

.+. Wood products firm had em playee
come in one hour early to start up
equipment

.+. Wate rut iii t yin st a II e d storage and
moved well pumps from peak to off­
peak period

.+. Res ide nt ia I c ustom e rs c han 9edt he
time of day when they ran water 7
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~

'&~

Example of How IES
Could Work With a Customer

.;. The Customer: Kiev Hotel

.;. The Problem: Needs to
install air conditioning to
attract foreign customers

.;. The Solution: Install a
storage cooling system
that cools water at night,
for use during the day, in
place of conventional air
condition

8
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Example (con't)

.J"
<••.1'-......
~

Customer Benefits:

• Attracts new customers;
Increases revenue

• System operates during lower
priced off-peak electricity

IES Benefits:
• Increased sales
• Supplied customer with

additional energy at lower price

• Made aprofit on supply of
storage cooling system

• Increased customer loyalty
• Introduced customer to energy

efficiency potential for future
equipment improvement

9
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Legal Aspects
Of Wholesale Electricity Market Activity

Electricity Law
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Hagler BaIlly, Inc and CMP InternatIOnal Consultants
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U S Agency for International Development
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-------------------

Major Provisions of the Electricity Law of Ukraine

The Electricity Law was adopted by Verkhovna Rada of Ukraine on 16 October 1997 and put Into force on
20 November 1997. The Law stipulates legal, economic and organisational principles of activity in electricity
production, transmission, distribution and utilization, ensurmg the energy safety m Ukraine, competition
and protection of consumer and the sector employee rights.

The Law defines electricity and heat as commodities intended for tradmg. Before, electricity production and
trading had been attributed to the service category.

The electricity purchase and wholesale shall be carried out in the Wholesale Electricity Market of Ukraine
operatmg on the basis of Agreement. The functIOning of any other wholesale markets ID Ukraine shall be
forbidden.

....
~
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-------------------

Wholesale Electricity Market Status

The Wholesale Electricity Market of Ukrame IS a market created by economIc entItIes for electrIcIty tradmg
based on the agreement.

The Agreement shall stIpulate the objective and terms of activity, rights, liabilities and responsibilities of the
partIes to the Agreement. The Agreement shall be coordinated wIth Minenergo, NERC and Antimonopoly
Committee of Ukrame.

The Law defines a notion of the "Wholesale Electricity Market Member" - these are electricity generatmg
and electricity dIstrIbutIon companIes.

Every entIty carrying out an entrepreneurIal activity in electricity production and supply shall have the
equal access to the Wholesale Electricity Market of UkraIne.

The Market Rules are an mtegral part of the Agreement, which establishes a load schedule procedure for
generating companies, rules for the wholesale electricity market pricing, etc.

.--
t;
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-------------------
Economic Entities Involvement in

Wholesale Electricity Market Activities

< Having an appropriate license issued by NERC and signing the Wholesale Electricity Market
Agreement shall be compulsory for carrying out activIties m the Wholesale ElectriCity Market.

< Utilities that have received licenses for generatmg electricity from NERC shall sell the electriCity In the
Wholesale ElectriCity Market. The only exception is the electriCity generated at CHPs, which are a part
of the energy supplying company, to be consumed wlthm the territory of carrymg out licensed
activities. Tariffs for the electricity generated at such utilities to be consumed within the territory of
carrying out licensed activities shall be regulated by NERC.

< Every participant of the Wholesale Electricity Market IS a Party to the Agreement. There could be
more Parties to the Agreement than Market Members. For example, NDC and Ukrelectroperedacha
are not the Market Members, while they are the Parties to the Agreement as far as they prOVide
services to other Members.

4
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-------------------
Main Changes To Be Made To

Wholesale Electricity Market Agreement

< Relations between the generating companies and the Market Settlement System Administrator shall
be based on selling electricity to the Wholesale Market under the Agreement of the Commission. The
generating companies shall be regarded as electricity owners until the moment the electricity has been
sold to the regulated tariff or non-regulated tariff suppliers. Settlement System Admmlstrator shall sell
electricity on behalf of his own and is obliged to protect the rights of generating companies, includmg
the handling of claims and complamts agamst the suppliers in debt.

< The Issue of the Energomarket legal status, as provIsioned by the Fmanclal Recovery Plan for the
Power Sector of Ukraine (Cabinet of Mmlsters Order No.508 of April 18, 1998), needs to be resolved.

< Market Rules and Amendments shall be brought into conformity with the Agreement.

< It is suggested that the procedure for resolvmg disputes among the Market Members shall be legalized,
with brmglng the disputes to the Market Arbitrage Commission consideration.

5
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-------------------

Main Changes To Be Made To
Wholesale Electricity Market Agreement

< Delimitating functions of state regulation and state admimstration m the power sector is the main
prmclple of the sector and the wholesale market activity. A state regulatory body in the power sector IS

the National Electricity Regulatory CommissIOn of Ukraine (NERC).

< NERC takes part in establishing and enforcement of a smgle state pohcy of the Wholesale Electricity
Market development and operation, the power sector pricmg and tariff policy, regulation of natural
monopolies and adjacent markets operatIOn, regulation of settlements in the wholesale electricity
market, etc.

6
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~ Instruction on the use of funds of

the Wholesale electricity market in
Ukraine

Vladimir TSYSIN

Hagler Bailly, Kiev, Ukraine

June 1998
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-------------------
~ A SYSTEM OF TRANSIT ACCOUNTS FOR

ELECTRIC COMPANIES AND MARKET FUND
ADMINISTRATOR

Objectivec Nonnalization ofpaymentclsciprll1e in the pcMersecIDrof
1~'U!l

Legislative basis: Joint resolution by the Cabinetof MinisteIS of Ukraine
and the Na60naI BankofUlaaineasof5JLn! 1998 1 811

• Provisional characIer
• NDC is a IVBtetF.... AdlrinistralDr before 't:netgOInarker'

enterpise is aeated
• DistrIxdive accxu1t of the MarketF.... is servb!d by

P (Energolnadefs banker)

-=-

~

Hagler Bailly, KIev, Ukrame 2
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CASH FLOW VIA TRANSIT ACCOUNT SYSTEM

SeIIIement
ac:cowd:

CustDmer

,... I CusIDmer

Madel:FLmd

ThRI
Parties

NDC

UIaeIectro­
peredacha

~

~

Hagler Batlly, Kiev, Ukrame 3



-------------------
MARKET FUND PROCEDURE means the following:

...-'

~

• payment tD supplieis based on IegUIaIed tariff.

For each Oblenergo:

Money on settlement account =
Money obtained on transit account

Transmission tariff+Supply tariff

Price ofpurchased electricity +Transmission tariff+Supply tariff

Hagler BaIlly, KIev, Ukrame 4



-------------------
MARKET FUND PROCEDURE

---~

• payment to suppliers based on regulated tariff
(continued)

PIUVisionaIIy W1ereas tbced V\hoIesaIe and lelail tariII's
are in fon:ec

Money on settlement account =
Money obtained on transit account 0

Transmission tariff+Supply tariff
o

Average weighted retail tariff

Hagler Batlly, KIev, Ukrame 5



-------------------
MARKET FUND PROCEDURE

payment tD Generating COI11JCII1ies, NDC,
and I operaIDrs:

--tr"
-~

Money left afterpayment to oblenergo and third parties are distributed
among the above creditors of the Energomarket in proportion to their daily
production to which the following is added:

total Energomarket's debt to them at the beginning of the previous
month (with 1/45 coefficient); and subtracted:

total sales during previous month (With 1/30 coefficient)

Hagler Bailly, KIev, Ukrame 6



-------------------
~ MARKET FUND PROCEDURE

,. #"
;;:;,.

""0

2. payment to Genendng Corqmnies:
of adcIIionaI indicaIDIs

1/45 ofdebt at the beginning of the previous month gives apossibility for
those entities to get more money to whom NDC's (Energomarket's) debt is
greater as well as the possibility to obtain finance during capital
reconstruction

1/30 of total sales for previous month decreases finance by the part of
electricity sold to the market for bills of exchange or which was paid for with
offsets

Hagler Bailly, KIev, Ukrame 7



-------------------
MARKET FUND PROCEDURE

./
J--

SOME OF THE PROBLEMS:

1. Lowlevel ofcash collection

2. MisbaIana! of notall payments to thinI
paries an! included inID the pwd1ase tariff

3. IIq3IOpef incentive system

Hagler Bailly, KIev, Ukrame 8
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~ Some aspects of the wholesale electricity price

formation in the Energomarket of Ukraine

Iliu stratio ns

~
~

Hagler Bailly, KIev, Ukrame 9
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Econom1C bas1s for energy eff1c1ency
I A Tarnovsky, Burns & Roe

It ~s a well-known fact that product~on at Ukra~n~an enterpr~ses ~s the most
energy consum~ng ~n Europe OUr problem, the problem encountered by energy
aud~tors and energy serv~ce compan~es, ~s reduct~on of energy resources' costs
of the enterpr~ses

OUr commod~ty product ~s the knowledge of how to ach~eve energy sav~ng and to
ach~eve reduct~on of costs of energy resources OUr bus~ness obJect~ve ~s

obta~n~ng prof~t from the decrease ~n energy consumpt~on, reduct~on of the
cost of energy resources The b~gger volume of energy ~s saved - the h~gher ~s

the prof~t of energy serv~ce compan~es (ESCO)

Energy suppl~ers today have as the~r commod~ty energy resources, suppl~ers of
electr~c energy - electr~c~ty The h~gher ~s the sales level, ~ e the
electr~c~ty consumpt~on rate, the b~gger ~s the prof~t of lES, wh~ch now looks
mostly l~ke non-payments for electr~c energy

Our bus~ness obJect~ves today seem to be qu~te oppos~ng each other's, ~f we
take ~nto account that serv~ces rendered by ESCOs, as a rule, w~ll resort to
the most solvent customers thereby worsen~ng the econom~c pos~t~on of energy
suppl~ers Thus some confl~ct of ~nterests ~s ev~dent and, hence, the process
of energy sav~ng seems to have certa~n mot~vated underly~ng h~ndrances wh~ch

~s qu~te natural

In order to preserve the balance of ~nterests of energy suppl~ers, energy
serv~ce compan~es and customers ~t ~s necessary, ~n my op~n~on, to establ~sh

some ~n~t~al cond~t~ons

C Serv1ce of energy supply, not phys1cal un1t of energy should
be rendered
C Tar1ffs should 1ncur no losses to suppller at any
consumpt1on level provlded the qual1ty of energy serv1ce 1S
adequate

IESs would take actlve part 1n energy sav1ng only and 1f they
would not doubt 1t and would see no threat to thelr prof1t from
such part1c1patlon One of the ways for cooperat1on between
ESCOs and IESs 1S the follow1ng for example, an IES has
concluded agreement on energy supply w1th a solvent enterpr1se
Energy aud1tors have determ1ned some poslbllltles to save energy
at the enterpr1se and proposed for the suppller to become an
1nvestor lnto energy savlng 1n order to obtaln h1S proJected
proflt not from the sales of resources but from the1r sav1ng
Thus the Ob]ect1ves of both suppller and ESCO c01nc1de - they
both earn money on energy efflclency
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SUMMARY OF PARTICIPANT EVALUATION
INDEPENDENT ENERGYSUPPLIER SEMINAR

PROFITING FROM LOAD MANAGEMENT BIDDING
AND ENERGY EFFICIENCY IN THE ENERGOMARKET

We would appreciate your fillmg out thts questIonnarre In offenng thts Semmar, The
AssociatIon ofIndependent Energy SupplIers, USAID and Hagler Bmlly, Inc are comrmtted to
exceedmg your expectatIons, so we want to know where we may have under performed

1 Did the Semmar

Exceed your expectatIon 2

Meet your expectatIon 2

FaIl to meet your expectatIons 1

How? Comments
1) A portIOn ofthe presented mformatzon underscored qualzjicatlOn ofthose present
2) Contents ofpresentatzons, overheads and demonstratIOn stands corresponded to each
other

2 Were the speakers responsive to your needs?

Exceeded your expectatIons 2.

Met your expectatIons 2

FaIled to meet your expectations Q

How? Comment

1) No comment

3 Based on the matenals we sent to you pnor to the SemInar, did we accurately descnbe the
program so that It

Exceeded your expectatIons Q
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Met your expectatIons 2
FaIled to meet your expectatIons 2.

Why? Comment

1) Had no program In advance
2) Had only an inVitatIOn, no program or briefcontents ofthe presentatIOns

4 Were there aspects of tlus Semmar that you expected to be addressed that were not covered?

Yes 1

No ~

(If yes, please descnbe) Comments
1) Up-to-date savmg technologles
2) RelatIOn between Energomarket rules and energy savmg
3) Somewhat InsuffiCient presentation ofthe Issues ofobtainingprofit, energy saving
4) Implementation ofenergy effiCientprOjects during tariffformation based on the
formula
5) Place and role ofthe State Committee on Energy Saving as regards the Issues of
energy effiCiency
6) Experience andproblems encountered by the speakers while Implementing slml1ar
solutIOns m the US or In other countries, regIOns
7) The Semmar was adequate to Its program and corresponded to the framework ofthe
tOPiC

5 Did the speakers

Exceed expectatIons .2

Meet expectatIons .l.Q

Fall to meet expectatIons Q



How? Comment

Why? Comment

Meet expectatIons 2

Meet expectatIons 1

FaIl to meet expectatIons Q

How? Comments
1) Way above allprevzously seen
2) Hzgh level ofpresentmg the mformatzon
3) Much hzgher level than anythmg seen before
4) Faczlztles are szmplyfantastzc

1) The materzals assisted m more m-depth assessment ofthe problem

Exceed expectatIons !

FaIl to meet expectatIons 2.

Exceed expectatIons 3.

1) Serzous approach and clear-cutpresentatIOn with adequate mterpretatzon

7 DId the faCIlItIes at KIev PolytechnIc instItute

8 Old the food servIce (meals and breaks) at KIev PolytechnIc InstItute

6 Old the matenals that you receIved dunng the Semmar

I
I
I
I
I
I
I
I
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I
I
I
I
I
I
I
11- E_x~c_e_ed__.,;.;ex.;;.lp....e_c_ta_tI;;.;,0,;;;;ns.;......=6 _
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Meet expectatIons ~

Fad to meet expectatIons Q

How? Comments

1) High level compared to similar undertalangs
2) PoIzte and easy way ofcommUnicatIOn durmg breaks and lunch
3) Excellent catermg service

9 DId the metenng exlnbitlOn

Exceed expectatIons 2

Meet expectatIons .6.

Fall to meet expectatIons 2

How? Comments

1) Conducted at an extremely high level
2) Too well-known
3) AvallablIzty ofdomestic developments
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On a scale of 1 to 5, WIth five representIng the most favorable ratIng, please rank the qualIty of
each ofthe presentations

Ongmal data ofeach evaluatIon rank IS presented m each cell

Scal~

5 4 3 2 1 Note
(s)

SESSION ONE

AvaJlablhty Pnce and 55 444 3
Load Management Blddmg 55 4 3

Load Management Coops 55 444 33
Expenence m the USA 5 44

The BasiS for Load Coops In Ukrame 5555 4444 33
4

Performance Contractmg 55 4444 3
Fmancmg Energy EffiCiency Projects 55 44

SESSION TWO

ESCOs Busmess Opportumtles for lESs 5555 4444 2
4

Metenng and Control 5555 4444
Technologies 555 4

4
Case Study lCGE-Hams 5 4444
BaSICS of TanffMethodology 55 4444 33 2
Tlme-of-Use TarIffs Opportumtles for the Customer, 55 44 33 2
Supplier and Economy 55 4

SESSION THREE

Legal Aspects of Energomarket FunctlOmng and 5 444
ElectriCity Law 55 4444
Peculiarities of Legal Work wlthm the Framework of 5 444
the Energomarket Agreement 5 4444
Energomarket Funds Procedure 5555 444 3

5

SESSION FOUR

Case Study 2 Burns & Roe (Energy audltmg at 555 4444
UkraIman enterpnses) 55 4
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Case Study 3 Trammg Center 5555 4444 3 2

Case Study 4 B Esco East 5555 444 33 2

AEE CertIfied Energy Manager Program 5555 444
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I IES Seminar Scheduling Calendar

I
Task Descnptlon Date to be Completed Responsible Party

I Completed

1 Semmar Plannmg

I 1 1 Draft Proposal 020498 X lKG
12 Review seminar outline - Internal 150498 X EH

1504 98 X OW

I 1 3 Review seminar outline - external
IES 150498 X PCH
USAID (?) 300498 EH (If necessary)

I 14 Revise seminar outline, develop draft 0404 98 X LKG
agenda

1 5 FinalIZe seminar dates, location With IES 290498 EH

I
and Kiev Polytechmc Insbtute

2 Sponsors and Exhibitors
21 Develop list of potential sponsors and 080498 X LKG

I exhibitors
22 FinalIZe commitment of seminar sponsors 290498 EH orAP

and confirm by letter

I
(IES/USAID/HBC/?AEE)

23 Recruit seminar exhibitors 060598 AP
24 Finalize list of sponsors/exhibitors and 130598 AP

I
confirm by letter, Include form to venfy how
they want to be listed In the program

25 Develop form for exhibitors to use to SpeCify 290498 LKG
how they wish to be listed In program, sIZe

I display tables they need and electncal
requirements

I
3 Speaker Preparation
31 Develop list of potenbal speakers 080498 X LKG
32 ASSign responSibility for contacting speakers 280498 LKG
33 Complete contacting speakers 050498 LKG/PCH/EH/APIYZ

I 34 Draft letter to be sent to speakers confirming 290498 LKG
their commitment

35 Develop 290498 LKG

I Form for speakers to use to specify how
they Wish to be listed In program, what
audiO Visual eqUIpment they Will require

I
Confirmation letter for speakers including

tentabve agenda, deadline for their
matenals to be reproduced, translated
for seminar handouts and request for

I blographlc information
36 Set due date for receipt of speaker matenals 280498 LKG/EH
37 Send confirming letter to speakers 130598 AP/EH

I
I

\{t>
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I 4 Attendees

41 Develop list of potential attendees 010598 IES (APto

I
coordinate)

42 Develop advance notification (Save the date 010598 IES (AP to
postcard) coordinate)

I
43 Mall advanced notification 080598 IES (APto

coordinate)
44 Develop formallnvrtatlon 150598 IES (APto

coordinate)

I 45 Mall formallnvrtatlon 290598 IES (APto
coordinate)

46 RSVP due 160698 IES (APto

I
coordinate)

5 Site Plannmg

I
51 DIscuss use of facIlities at Energy 220498 X EH/AP

Management Institute, KIev Polytechnic
Institute

52 Develop site needs (location, SIZe, rooms, 150598 AP (Coordinate With

I food, etc Prof Prakhovnlk
53 FinalIZe 260596 AP (Coordinate With

Location, layout, display tables, and Prof Prakhovnlk

I
electncal equipment for vendor displays

Location, receptions, meals and breaks
Seminar space and set-up
Audiovisual equipment

I 54 Select menu for breaks, lunch, etc 080598 EH/AP
55 Send letter to Prof Prakhovnlk confirming

Details of eXhibition space 010598 EH/AP

I
Space for receptions, meals and breaks 020698 EH/AP
Seminar space and set-up 020698 EH/AP
AudiO-Visual equipment 020698 EH/AP

I
Menu and cost for receptions, meals and 020686 EH/AP

breaks

6 Semmar Matenals

I 61 Compile speakers matenals Complete by APorYZ
150698

62 Reproduce speakers matenals Complete by AP orYZ

I
220698

63 Develop list of other needed matenals 080698 APorYZ
64 Purchase and store as needed Complete by APorYZ

220698

I 7 Budget
71 Develop draft budget costs (site costs, EH/PH/LKG

I travel, food, transportation, seminar
matenals, miscellaneous) and revenues

72 ReView and finalIZe budget 150598 LKG/EH

I 8 Evaluation
81 Develop feedback survey 0-0698 LKG
82 Administer survey at seminar 010798 YZ

I 83 Compile results and develop summary 200798 LKG

2
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(Letterbead of the Assoc~ation of IBSs)

Dear S1r,

The Assoc1at10n of Independent Energy Suppl1ers (IES) J01ntly w1th the
Amer~can consult1ng company Hagler Ba1lly, Inc , a contractor of the U S

Agency for Internat10nal Development (USAID), 1ntends to conduct a Sem1nar on
bus1ness opportun1t1es of employment of energy sav1ng technolog1es by lESs, as

well as legal and f1nanc1al aspects of the Energomarket

Energy sav1ng technolog1es, legal aspects of Electr1c~ty Law as well as
Energomarket Agreement and Market Funds Procedure would be assessed 1n the

course of the Sem~nar Add~t10nally, lead1ng manufacturers of meter~ng

equ~pment operat1ng ~n the Ukra1n~an market w111 demonstrate the~r products to
the part~c1pants

The Sem1nar for lESs w~ll be conducted at the Tra1n1ng Center for Energy
Management of K~ev Polytechn~c Inst1tute, on June 30 - July 1, 1998 at the

follow1ng address 37, Peremohy Avenue, BU1ld~ng 22, Off1ce 310, K~ev 252056,
Ukra~ne

The Sem1nar ~s fully f~nanced by USAID and the Assoc1at10n of lESs

We k1ndly 1nv~te you to part1c1pate 1n the Sem1nar s~nce we strongly bel1eve
the knowledge obta1ned dur~ng the Sem1nar would contr1bute s~gn1f~cantly to

your bus~ness success

Please conf~rm your part~c1pat~on 1n the Sem1nar before June 19, 1998 by fax
246-4825 or 227-4635 (Attent10n Alexander A Petrov)

I
I
I
I

Agenda of the Sem~nar w~ll be ma1led to you later
regards the Sem~nar please contact Mr Alexander A
Spec~al1st of Hagler Ba~lly, Inc (phone 380 (44)

227-4769)

S1ncerely yours,

Elena L Zolotar10va,

On all the ~ssues as
Petrov, Sen~or ProJect

220-1036, fax 380 (44)

I
I
I

Execut1ve D1rector of the Assoc1at10n
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DRAFT SPEAltBR CONPI:RKATI:ON LBTTBR

DEAR

We are pleased that you have agreed to speak on (supply spec1f1c t1tle) at
the Sem1nar on Voluntary Demand Curta1lment , Meter1ng and Energy Eff1c1ency
to be held at the Inst1tute of Energy Sav1ngs and Energy Management at K1ev
Polytechn1c Inst1tute, (supply spec1f1cs address and 10cat1gn w1th1n
bu1ld1ng) on

I
I
I
I

June 30 and July 1
the Assoc1at10n of
Eff1c1ency at K1ev
the Assoc1at10n of

As you know, th1s sem1nar 1S be1ng J01ntly sponsored by
Independent Energy Supp11ers, The Inst1tute for Energy
Polytechn1c, Hagler, Ba1lley, and the Ukra1n1an Chapter of
Energy Eng1neers

I
I
I
I
I
I
I
I
I
I

Your presentat10n 1S scheduled for the (spec1fy morn1ng. afternoon. and day of
week) Please f1l1 out the enclosed form It w1l1 allow us to l1st you
appropr1ately 1n the Sem1nar brochure and to prov1de you w1th any aud10v1sual
equ1pment you w1ll requ1re

We request that you 1nclude w1th the form a copy of your presentat10n and any
other mater1als you w1sh to make ava1lable to the part1c1pants Add1t10nally,
we are request1ng a copy of your b1ograph1c data, so that you may be properly
1ntroduced PLEASE RETtJRN THE FORM AND ANY ACCOMPANYI:NG MATERI:ALS TO US BY
JUNE 1, SO THAT WE MAY ARRANGE FOR TRANSLATI:ON AND REPRODUCTI:ON PRI:OR TO THE
SEMI:NAR

We hope you w1ll be able to J01n us for the ent1re sem1nar However we
rea11ze that you have a busy schedule and may not be able to do so Please
1nd1cate your plans on the form, so that we may have an accurate count for the
food serv1ce staff We look forward to see1ng you at the Sem1nar

S1ncerely,

Petrov

Sem1nar Coord1nator

,~
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SPEAKER AtJDJ:O-Vl:SOAL RBQOJ:REMBNTS

J:ES SBHJ:NAR

The Senu.nar w1ll be held at the J:nst1tute of Energy Sav1ng and Energy

Management at K1ev Polytecbn1c J:nst1tute

37 Peremogy Ave , Build1ng 22, Off1ce 310, K1ev, 252056, Ukra1ne

Phone +380 (44) 241-7037

PLEASE SUPPLY THE FOLLOWING INFORMATION FOR INCLUSION IN OUR SEMINAR

PROGRAM:

NAME---------------------

Address _

Phone----------------
Fax, _

E-maJ.I _

PresentatJ.on TJ.tle __

I wJ.II need the followJ.ng audJ.o vJ.sual equJ.pment for my presentatJ.on

Overhead proJector------
Screen:- _

SIJ.de proJector _

LCD for computer presentatJ.on _

I have enclosed a copy of my presentatJ.on for J.nclusJ.on J.n the SemJ.nar
package to be gJ.ven to attendees-----

5 I have enclosed bJ.ographJ.c data to be J.ncluded J.n the SemJ.nar package to
be gJ.ven to attendees and to be used by the moderator for J.ntroducJ.ng me _



I have enclosed supplemental mater~als for ~nclus~on 1n the Sem1nar package
to be g1ven to attendees

I
I
I Yes No _

I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

We hope you w~ll be able to attend all of the seSS10ns dur~ng the sem~nar

However, we understand that your schedule may not perm1t th1s Would you
please 1nd~cate your current plans Should these change, we would apprec1ate
your call1ng Alexander Petrov at 220-4528

I w1ll attend the follow~ng

Lunch on June 3o _

D1nner on June 30----
Lunch on July 1 _

Please return th1s form ~n the envelope prov1ded no later than June 1, 1998
to

Alexander Petrov, Sen~or ProJect Spec~a11st

Hagler Ba1lly

lOth floor

20 Esplanadna Str

252023 K1ev, Ukra~ne

Phone +380 (44) 220-1036

Fax +380 (44) 227-4769
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VENDOR EXHIBIT REQUIREMENTS

IES SEMINAR

The Seuu.nar w1ll be held at the Inst1tute of Energy Saving and Energy

Management at X1ev Polytechn1c Inst1tute

Address

Phone Number

PLEASE SUPPLY THE FOLLOWING INFORMATION FOR INCLUSION IN OUR SEMINAR

PROGRAM

VENDOR NAME--------------------
Address----------------------

Phone, _

Fax, _

E-ma~l----------------
RepresentatJ.ve _

We wJ.ll need the follow~ng support for our exhJ.bJ.t

Table of the followJ.ng DJ.mens~ons _

Number of ElectrJ.cal OUtlets---------
ExtensJ.on cords

Number-------------
Length. _

Other (Please DescrJ.be _
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We w~ll need _ hours to set up our d~splay
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We would l~ke to set up our d~splay

Morn~ng of June 29 _

Afternoon of June 29 _

EvenJ.ng of June 29 _

MornJ.ng of June 30 _

We would lJ.ke to take down our dJ.splay

EvenJ.ng of July 1--------------------
Morn~ng of July 2 __

We are enclosJ.ng materJ.al on our equJ.pment that we would lJ.ke J.ncluded J.n the
J.nformat~on package g~ven to semJ.nar attendees Yes----

No _

Please return thJ.s form J.n the envelop provJ.ded no later than June 1, 199B to

Alexander Petrov

Hagler, BaJ.lley

252023 KJ.ev, UrkraJ.ne

20 Esplanadna str

lOth floor
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L1St of the 1nv1tees to lES sem1nar doc
L1St of Inv1tees to lES Sem1nar

Closed-type JSC ASir1us8
Zolotaryeva, Yelena, Leon1dovna
(0622) 35-12-84
(044) 225-0771.

AVis-i-V1Se
Lubenets, Anatoly, N1kolaev1ch
(0622)35-67-50
(0622) 92-21-67
(0622) 33-45-55
(050) 248-2555

ATr1verton@
Semenko, Alexander, Alexandrov1ch
(044) 225-4547

JSC AUkrPodshypn1k@
Ignatov, Alexander, Evgen1ev1ch
(0622) 35-71.-24
(044) 293-65l.l.5

APromBnergoExport@
Gr1nyuk, V1ktor, Rost1slavov1ch
Gr1nyuk, Alexander, Rost1slavov1ch
Dupak, V1ktor
(044) 221-4923
(044) 221-4923
(050) 240-71.78

Ukra1n1&n Energy Consortium8
Andr1evsky, Andre1, Igorev1ch
(044) 442-2508
(044) 247-9174

Closed-type JSC AInter-Contact@
Ermolenko, Oleg, Alexandrov1ch
Zelensky, Oleg, Georg1ev1ch
(044)227-0274
(044) 227-2626
(044) 227-6290

Stale
Sokolov, Igor, Anatol1ev1ch
Kroshchenko, Tat1ana, Anatol1evna
Chelob1tko, Igor, Vas1l1ev1ch
(044) 220-7604
(044) 220-8620
(044) 227-0807



I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I
I

ASiDta.
Tatochenko, Gennagy, N~kolaev~ch

L~tv~nov, Serge~

(0552) 27-31-00
(0552) 27-97-32
(0552) 27-90-05
(0552) 27-47-63
(0552) 24-2188

AB1t1Dlpex Energy Corporat1oD.
Ostapenko, Yur~, Pavlov1ch
(044) 229-2254
(044) 229-5160
(044) 228-68-30

JSC AUkra1D1an Gas CompanyfD
Sytnyuk, Oleg, N1kolaev~ch

(044) 484-3419
(044) 488-1258
(050) 469-1541

AGalev Ltd @
Repko, Oleg Andreev~ch

Meleshko, Vlad1slav, Ivanov~ch

(044) 228-0649
(0322) 27-06-01
0322) 27-06-02
(044) 244-0711 (ext 134, 108)
(044) 244-0697

AJ:nek@
Solov1ev, Dm1try, Vyacheslavov1ch
(044) 244-0683
(044) 244-06-01
(044) 244-06-02

L1~ted-L1ab111tyCompany @OD1tes 91.
Petrov, Serge1, Ivanov1ch
(0642) 52-04-61

JV AXeros-K1ev
Dm1trov, Evgeny, Irorev1ch
Bondarenko, Vlad1m1r, V~ktorov1ch

Dubrov, Alexander, N1kolaev~ch

(044) 268-7490
(044) 268-9284

AEnergoprost1r@
Shatrov, Anatoly, Evgen1ev1ch
Panov, Anatoly, M1kha1lov1ch
(044) 276-8084
(044) 271-4615
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AAMP8
Kovalenko, Evgeny, Fedorov~ch

(044) 417-4161
(044) 462-5560
(044) 462-5548

JSC ADankoe
Plyushk1n, N1kola1, Petrov1ch Momot, Serge1, Vas111ev1ch
(0622) 35-41-88
(0622) 92-21-85
(0622) 35-00-44

ADobrobute
Bogomolov, Serge1, Vlad~m~rov~ch

Matv~evsky, Alexander, NJ.kolaev~ch

(044) 264-5207
(044) 264-6810

AKJ.ev Ltd.@
KJ.sly~, Serge~, Fedorov~ch

(044) 460-7303
(044) 460-7303
(044) 460-3149
(044) 460-6898

AMETL@
Kalamurza, VladJ.m~r, GrJ.gor~ev~ch

(044) 244-0640
(044) 245-3006

JSC ALex@
G~badulov, EvgenJ., N~lolaev~ch

(0572) 40-91-37,
(0572) 40-91-03

Closed type JSC AOr10n-K1eV@
K~slenko, Alexander, PetrovJ.ch
(044) 443-2081

AS1nta@
Tatomenko, Gennady, N~kolaevJ.ch

LJ.tvJ.nov, SergeJ.,Arkh~pov, AlexeJ.,
OlegovJ.ch
(0552) 27-31-00
(0552) 27-97-32
(0552) 27-90-05
(0552) 27-47-63
(044) 216-3496
(050) 246-4792

ASeason B X@
Ionov, Serge~, BorJ.sovJ.ch
(05) 247-3413
(0322) 34-00-82
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AUkrRosOgol=1I
S1rnonovsky, Alexander, Valer1ev1ch
Antonov, Vlad1rn1r, Anatoloev1ch
(044) 229-8805
(050) 248-2312
(0622) 35-73-31
(0622) 35-19-47

AUkrOgleResursyC
T1rnofeev, Ivan, N1kolaev1ch
(044) 462-0037

AOn:z.versalli
Shelekhova, Olga, N1kolaevna
(0572) 43-3J.-84
(0572) 28-23-J.5

ATorezAntrats:z.tll
Rornanov, Yur1, Bor1sov1ch
(06254) 3-24-14

ATr1al@
Kovalenko, Alexander, N1kolaev1ch
(044) 5J.6-7808
(044) 240-9899

AOn:z.con, Ltd @
Ishchuk, A , I
(0562) 70-02-59

AEnergoServ:z.celi
Blavdzev1ch, Yur1, Georg1ev1ch
Ka11n, Yur1, M1kha11ov1ch
Shelestyuk, Alexander, Pavlov1ch
(044) 244-2784
(0622) 53-1382
(050) 248-J.668

AEnergolnvest@
Soslok1n, Leon1d, N1kolaev1ch
(044) 22J.-4381
(044)228-7086
(044) 228-8297

ABar:z.1I
Matv1enko, Igor, Vlad1rn1rov1ch
(044) 294-8966
(044) 294-8930
(044) 294-8940

AtJn:z.con, Ltd.1I
Ishchuk, A , I
(0562) 70-02-59
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AAlva8
Shapovalov, A , M
(0482) 24-2079

AS1mplex8
Ryabokon=, V , A
(044) 475-J.277
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ApPENDIXE

News Articles prepared by the
AssocIation of Independent Energy SupplIers

--------HaglerBaIlly --------
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Energomarket of Ukrame - Memoirs about the future,
or how to conclude the power sector reforms

Elena ZOLOTARIOVA
Vice-President and Executive Director of the

Association ofmdependent electnc energy suppliers (IE8) ofUkrame

Speaking about any reforms In the power sector, we first of all mean to ultimately
create a competitive wholesale market of electnc energy An Important step In
this direction has been made by the Law "On the Power Sector In Ukraine"
which has created a legitimate status for Energomarket Electnc energy IS no
longer merely a service, but rather 1t has also become a commodity That
circumstance automatically activates other market mechanisms and laws and
creates a solid legislative baSIS for Energomarket This market IS already In
operation though currently not very efficient

However right here all dramatic peculiarities of current situation In the Power
Sector are hidden If no effective tranSition to new management for proper
energy production based on the use of natural market stimuli for electric energy
producers and suppliers free from Intervention by the state executive agencies,
could be found based on market stimuli, then, as well as now, features of
essential Energomarket under-development Will be sustained

The ASSOCiation of Independent electricity suppliers has ItS own view on how to
solve this problem This view IS based on ItS own understanding of the baSIC
tendencies and factors influenCing further reforms In the Power Sector In thiS
field there are at least three factors the first of which IS finanCial stabilization In
the Power Sector, the second IS privatization of the sector, and the third IS to
further development of Energomarket Itself

Fmancial Stabilization m the Power Sector

FinanCial stabilization In the Power Sector IS now getting the highest PriOrity
As we all understand, power Industry and all electriCity companies With no
exception, both generating and marketing, are bankrupt The absence In our
country of precise mechanisms of bankruptcy does not allow the use of the
procedure of Indemnification of debts However, as eVidenced by certain
tendenCies, such mechanisms might become rather effiCient In the near future
In the meantime It IS necessary to conSider some other finanCial measures
which might be adequate for solution of these problems

In the last few years large sums were Invested Into the sector In the form of fuel
for thermal and nuclear power plants which practically were Similar to credits
Debts for these credits exceed many hundreds of millions of hryvnlas However
their return IS unlikely untlll working assets of electriC companies are restored
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Bankruptcy of the power enterpnses IS caused by quite a number of reasons
and onglnates from the general economic cnsls and painful re-onentatlon of the
bulk of Industnal mechanism However, there IS nothing unexpected about this
The world has encountered similar problems many times In the past and has
mostly solved them by observing two main pnnclples first - to sell some assets
which would allow restonng working capital, and second - organizing
management In such a manner as to evoke maximum trust In potential active
and dynamiC Investors

Government has a unique chance now to stabilize the financial situation In the
power sector by directing financial resources obtained from priVatization to
satisfy needs of the sector ThiS means restoration of working capital to the
companies It IS necessary to understand that If the sold assets are not used for
the long-term objectives of financial stabilization, then the electriC companies
would not be able to get out of their bancrupt situation

Now IS the right time for our government to develop a concrete plan of financial
stabilization In the sector ThiS should be based on taking out of Circulation all
financial substitutes (mutual offsets, so-called addressed supplies, give-and-take
baSIS, barter, etc) and giVing back to the sector ItS working assets

Pnvatlzatlon In the Power Sector

Many organisations are known to demonstrate great Interest In privatization of
both generating and distributing power companies Our Interest, Ie, the Interest
of non-tariff suppliers of electriC energy, IS based on the deSire to obtain
management of these companies With effiCient management their profitability
might be essentially Improved Models of privatization which untlll now were
developed by Mlnenergo and the State Property Fund, prOVide no solutions as to
how effiCiency and management can be enacted

Taking Into account the extreme caution offorelgn Investors regarding the
economic policy of Ukraine, we assume that until all legislative pre-requIsites for
Improvement of the economy are In place, pnvatlzatlon of the Power Sector Will
not attract foreign Investors

In any case, Instead of ngld priVatization programs available now for power
(espeCially generating) companies, there should be organized effiCient
mOnitoring of privatization process Itself It IS espeCially Important to analyze
prices proposed by Investors and conditions of purchase of the companies'
shares In case If these prices will continue to be unjustifiably low, It Will be an
Indicator for the government that necessary conditions have not yet been created

I
\1\:7
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for Investors sufficIent for growth of theIr Interest In UkraInian Power Sector
Consequently the sale of assets should not be accelerated

An alternative way could be found for the transfer of state-owned share package
Into trust management of a company The Idea IS to transfer control over this
package to Ukrainian private companies and banks whIch are the parties most
Interested In effiCient managing of the power companies

Normative mechanisms which are available now for thiS transfer allow for those
who would possess appropriate finanCIal resources to obtain control over these
companies However, the cost of company's assets IS so hIgh that, even WIth
the requIrement of addItional deposit amounting to only10% of the Charter Fund,
It might be problematic even for a Single major non-tariff electriC energy suppher
or a commercial bank speclahzlng In thiS business At the same time, we should
take Into account that the Interest In the opportUnity to obtain management
control of the power companies IS rather great Consequently It IS pOSSible to
foresee creation of a consolidated or, to be more correct, syndicated propnetor
Such proprietor would be able to prOVide the saId deposit and to obtain the right
for trust management of the state share package In the most attractive power
companies

The ASSOCiation IS faCing a responsible and cruCial task of developing ItS own
strategy In Issues related to priVatization The approach should be Unified and
focused on three dIrections
First, there should be an attempt to encourage the ASSOCiation members to
purchase shares of privatized enterpnses Significant success IS Improbable In
thiS direction since there are InsuffiCient resources In the organizations engaged
In non-tariff delivery of electriC energy which could be utilized for purposes of
privatization Also because the cost of assets In Power Sector IS high, therefore,
the second direction, the acceptance of Significant portion of these assets Into
trust management, appears to be more preferable
In thiS case an option of creation of syndicated propnetor IS pOSSible And, at
last, the third component of strategy In the area of privatization IS development of
our own programme of corporate company management and finanCIal
management, which IS already being conducted for attraction of qualified national
and foreign experts

Energomarket And Its Place In The Power Sector StabIlIzatIon

The key question IS creation of a fair and transparent system for Energomarket
finance management As we know, much has already been done In thiS field
However, until now the accounting system has not been created WithIn NDC
which could be subjected to Independent auditing ThIS does not allow for
registration of all transactions and the processing of liabilities before
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Energomarket members, including also non-tanff suppliers of electnc energy

A second but not less Important question IS the necessity to fix the precIse status
of the state enterprise "Energomarket" that should be created based on the
known Decrees by the PreSIdent and DeCISIons by the CabInet of MInisters of
Ukraine

Thus "Energomarket" enterprise should be adequately responsible before NERC
as a licensee and before the Board of Energomarket DIrectors as ItS agent or
financIal operator Such responsIbIlity IS practically absent now, and thIs makes
the positIon of non-tariff suppliers extremely unstable as to finanCial obligatIons
of Energomarket

These and many other questions should find theIr reflectIon In a new draft of the
Energomarket Members Agreement which IS currently beIng elaborated by
economIsts and lawyers of the ASSOCIatIon JOIntly wIth Mlnenergo, NERC and
other state entities, InstitutIons and organizations
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2-nd Round Table m the Center for StrategiC Polley Studies, March 1998

Power Sector OfUkrame After Wmter:
Gomg Up Or Down

Elena ZOLOTARIOVA
Vice-president and Executive Director ofthe

ASSOCiatIOn ofmdependent electric energy suppllers ofUkrame

Now for the power sector a penod offall-and-wmter IS over, so It IS hIgh tune to raIse the question
ofwhat thIs Winter meant for Ukrannan power sector? Was It a penod ofrecession or a penod of
consecutive reformmg and development? Ifthere was a recessIon, IS It gomg on now or has It
stopped? Is It a short-term stop eVldencmg some seasonal phenomena?

Spealong about the results ofwmter 1997-98 for the power sector m UkraIne, we need to consider
at least 1) finanCial SituatIOn m whIch the power sector has survived through the wmter penod, 2)
change m the abilIty of customers to pay for consumed electnclty, and 3) to evaluate the Impact of
normative basiS for the power sector dunng thIs penod Situation and tendenCies m finanCial,
consumer and legal spheres are the ground for answenng these questions

FmanClal Sphere

Situation Fmanclal results of the power sector actiVity m 1997 are not satisfactory Last year the
debt of electnc energy consumers has mcreased by 435 8 mIllion Hryvnas and has reached 3 2
billIOn Hryvnas Some 18% of consumed electnclty was paId for m cash Fmancmg of
rehabilItation campaIgn for the whole ofMmenergo was 55% ofthe annual plan, m particular,
only 69 blocks were reparred mstead ofthe planned 100

Total balance profitabilIty m the power sector was 5961 mIllIon Hryvnas although some utilIties
were outSide profitabilIty margm Partly thIs was caused by the growth m technological cost of
electnclty transportation (by 11%) and huge losses caused by lack of payment, Illegal
connections, drawbacks m metenng systems, etc In "ZakarpatIaoblenergo" transportation losses
have reached 43 8%

Mr OleXlJ Sheberstov, MJl11ster of the power sector, has noted at the Mmenergo board meetmg
on 3/17/98 that finanCial Improvement m the sector IS one of the two major problems for hIs
mImstry Obviously, Just because of thIs the Government of Ukrame Jomtly With the International
finanCial and consulting orgaruzatIons has drafted the FinanCial Recovery Plan aImed at
Improvmg finanCial situation m the power sector ofUkraIne It IS now bemg discussed m the
governmental CIrcles

The draft plan does not prOVide for special admImstratlve ways ofstabilIzation of finanCial
SituatIOn m the power sector, on the contrary, It allocates the pnmary role to fmanclal methods
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Expenence of the preVIOUS work has eVIdenced mefficlency ofadmlDJstratlve methods of forced
reforms m the sector These methods are employed, as a rule, Without consIderatIOn of econOmIC
Situatlon BeSIdes wlule conductmg the power sector reforms, as well as m any other sector of
economy, admImstratlve methods prOVIde vast opportumtles for exceptlons from the new rules,
and so forth

C \Common\S Golovaty\Art1cles\Zolotareva Wmter.doc\Apnl 1998

An Important tool of finanCIal stabIhzatlon m the power sector IS assoclatlon of the questIons of
finanCIal recovery of the sector and Its pnvatIzatlon In Ukrame pnvatIzatlon m the power sector
becomes a realIty There IS also a possIblhty that revenues from pnvatIzation would not go
completely for repayment ofbudget needs m other spheres, but would be used for fmanclal
stabIhzation and Improvement m the power sector ThIs poSSIbIlIty IS eVIdenced by recent actIOns
by the government on repayment ofdebts ofbudget orgamzatlons for consumed electnc energy
If the government Will properly allocate fmance obtamed from pnvattzatlon, an opportumty Will
emerge to mcrease the workIng capItal of utlhtles Then It Will be possIble to gradually go away
from barter and to restore normal work offmanclal system m the power sector

SpeakIng about finanCIal tools of stabIhzatlon, It IS necessary at once to note that for some entItles
they would become unacceptable Not all Will be happy With that barter has gradually to go mto
the sphere of bIlateral contracts Barter transactlons are approXImately 25-30% more expenSIve
than contracts WIth cash settlements WhIle supplymg fuel, this IS Identlcal to grantmg more
expenSIve credIts Not all Will be satIsfied also With the new approach to iffsets whIch IS now
bemg developed by the Fmance Mlmstry, Mmenergo and the NatIOnal bank ThIs approach
enVIsages offset contmuatlon for a certain penod of tIme, but also prOVIdes therr transformatIOn
mto a form of bankIng operations With all consequences as regards taxatIon of these transactIons
However those partICIpants of the Wholesale market, who see themselves m the power sector as
long runners, understand that the government has no alternatIve to puttmg all finanCIal procedures
m the power sector to order, so the partICIpants have to support this dIrectIOn EspeCIally It
concerns mdependent electncity supplIers ObVIously If finanCIal ImprOvement m the power
sector Will come to lIfe, then debtors would be able to start paymg to the mdependent supplIers
To speed up thts process, It IS pOSSIble to restructure the present debts and to use for
compensation ofdebts the procedure ofextra charges to the wholesale pnce ofthe Wholesale
market, that would be ngidly supervIsed by NERC

Remarks The forecast of eIther success or fmlure offinanCIal stabIltzatIOn IS practically
completely dependant on mtroductIOn of effective mechamsm ofcash collectIOn for electncity
The effiCIency ofmechamsm ofcash collectIOn depends first of all on the two condItIOns based on
whIch stabIlIzatIon could be enacted on payment discIplme ofconsumers and on Improvement m
finanCIal pOSItion of electncity consumers themselves

Condition of Consumers

SItuatIOn In 1997 the portIon ofelectncity that was supplIed to consumers free-of-charge, has

2
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made 20% of useful delIvenes PractIcally there were no dIsconnectIons ofmore than 20
thousand consumers - debtors In 1997 the power sector was one of the greatest credItors of the
state and other consumers ofelectnclty Further prolongatIon ofthIs sItuatIon WIll result m
complete faIlure offinancIal stabIlIzatIon m the power sector PnvI1eged customers and non­
payers would "eat up" qwckly even that money whIch would enter the power sector as a result of
Its pnvatJ.zatIon Frequently even utIlItIes themselves are unsufficlently actIve m cash collectIOn
for supplIed electnclty

Increase m payment dlsclplme of the electnclty consumers IS foreseen by the finanCIal recovery
Plan m the power sector The Plan prOVIdes prohIbItIon for Electnclty SupplIers to prOVIde
electnc power to customers nght after occurrence ofdebts for consumed electnc energy, except m
cases stIpulated by the legIslatIOn, and also refers to the responsIbIlIty of local admInIstratIons for
theIr pOSSIble mterventIon m thIs process Also It IS reqUIred to make restnctIons of electnclty
delIvery to budget consumers WIthIn the framework ofmeans stIpulated for thIs purpose by the
budget The plan prOVIdes a number of other measures as well

Remarks
Some very Important questIons remam WIth no answer E g , It IS not obVIOUS what partIcular
sanctIOns would be enacted agaInst consumers for non-payment for electnclty In condItIOns of
true market relatIOns customers should be made responsIble for theIr debts WIth theIr own
property However for some mdustnal consumers an mterdIctIon on theIr pnvatIzatIon IS m force
It IS not obVIOUS at all that SImultaneously WIth the begmmng of realIzatIon of the FmancIaI
Recovery Plan there WIll be mtroduced preventIve mamtenance and ngld responSIbIlIty for
offiCIals makmg mterventlOn mto the process of legal debt collectIon by electnclty supplIers from
debtors

For electnclty there has run mto debt the ma]onty of consumers, but specIal technologIcal
hIndrances do not allow to completely dIsconnect from power supply approXImately over 30% of
consumers BeSIdes the dIsconnectIon procedure Itself reqUIres slgmficant expenses, so a source
for these expenses should be prOVIded

Total debts of many consumers are known to exceed even theIr fixed capItal However m UkraIne
the procedure of bankruptcy practIcally IS not applIed through whIch m such cases there goes a
transItIon ofdebltor's property mto the property ofcredItor

DIsconnectIOn and automatIc cancellmg of operatIon of Insolvent mdustnal customers would
throw thousand ofnew unemployed out on the street We do not deny the necessIty of such steps,
but It IS ObVIOUS, that any of these steps should be accompamed WIth real finance by some
programs of SOCIal support, creatIon of new workplaces, manpower transItIon and so forth
Fmancmg ofthese programs could be done by InternatIOnal finanCIal orgamzatlOns OtherwIse m
each partIcular case the government WIll retreat, not bemg able to answer a questIon ofwhat to do
WIth the people? It IS necessary to realIze, that now a refusal by the state to close down
unprofitable and Insolvent enterpnses creates a huge SOCIal problem Reform m the power sector
can not be conSIdered separately from reforms m SOCIal and m other sectors It IS obVIOUS that any
steps toward the mcrease ofelectnclty payments would not result m radIcal change m finanCIal
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posItIon ofthe power sector untIll radIcal transformanon m economy ofUkraIne as a whole WIll
not be carned out

ConclUSIOn ElevatIon ofpayment chsclplme on behalfofconsumers, mtroducnon ofeffecnve
mechamsms ofcash collecnon and finanCIal Improvement ofthe sector's consumers reqwres
unmed1ate acceptance ofmany measures that do not concern at all the power sector chrectly The
maJonty ofthese and other measures chrected toward mamtenance ofcomplete cash collecnons
reqUIre support m the sphere ofnormanve regulatIon and observance ofworkIng rules of
normatIve acts, whIch are frequently outsIde the power sector's scope

NormatIVe regulation.

SItuatIon Last year the Supreme Rada ofUkrame has adopted the Electnclty Law
What seems especIally Important for us IS that tlns act has gIven to electnc energy the status of

commodIty and has dIVIded power between agencIes of state management and regulatIon m the
power sector

Remarks But whtle recallmg all the above-mentIOned cIrcumstances, we note the unsatIsfactory
velOCIty ofchange m the attItude ofconsumers and state authontIes to electnclty TransItion from
Its perseptlon as a serVIce whIch everyone can be proVIded WIth free-of-charge to Its perseptIon as
a commodIty whIch could not be acqurred WIthout payment for It, IS gomg on too slowly

Reforms m the power sector depend on reforms m other sectors of national economy, success of
realIzation of laws m the power sector depends on enactment of legIslative basIS m other sectors
FIrst ofall we mean some general econOmIC laws such as taxatIon laws and the CIVIl code It IS
necessary to note that legIslative problem IS m prohIblnon ofpnvatlzatlon ofhundreds of
mdustnal enterpnses that are the major consumers of electnclty and the bIggest debtors for It
Bemg msured agamst any sanctions, these enterpnses do not pay for electnclty even If they have
finance necessary for tlns purpose

Normative basIS contams no matenal lIabIlIty ofthe population for non-payment for electnclty,
for example - m the form ofpenalty There IS no normative responsIbIlIty ofthe state for the
budget debts Now these debts are not processed m any way

PnvatIzatlon m the power sector has already started, but up nIl now the Law on pecullantles of
pnvatlzatlon m fuel and energy complex has not been adopted ThIs Law IS to define Rules of
pnvatIzatlon, duly consldenng the mterests ofthe state as regards power safety, ecologIcal safety
and so forth In thIs sItuatIon pnvatlzatlon WIll be regulated by the usual admImstratIve deCISIOns,
WIthout any umform rules oblIgatory for all, rules WIth all the outgomg consequences

ConclUSIon Such Important process for reforms m the power sector as pnvatlzatlon can have a
mass start-up WIthOUt legIslatIve regulatIOn and WIthout control on behalfofthe parlIament Also
It IS obVIOUS that even complete normatIve settlement ofrelations m the power sector does not
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elImmate the problem of lack of legIslatIve regulatIon ofthe already concluded refonns m the
power sector as well as executIon and perfonnance ofthe already executed acts Rada of
Ukrame wIll hardly start solvmg these problems earlIer than durmg fall tIns year

General ConclusIOns Durmg wmter peaks m 1997-98 the power sector ofUkrame has
expenenced and contInues to expenence technIcal and finanCIal recessIon In the fIrst halfof 1998
defICIency of coal equal to 3 5 mIllIOn ton IS bemg expected Mmenergo IS plannmg to apply
extreme measures for dIsconnectIOn ofconsumers and power blocks m order to create mImmum
reserves of fuel before July 1 A complex plan ofmeasures to stop further recessIOn and to create
condItIons for the nse ofUkramJ.an power sector and Its stabIlIzatIOn should have a ngld and
realIstIc schedule As fIrst steps m tlns dIrectIOn, there have to be stnct dIfferentIatIon of
responslblhtles ofthe state and market mstItutes, realIzatIOn oftenders on transfer ofstate
packages ofutIlItIes' shares mto management ofpnvate compames, fIxmg and restructurmg of all
current debts m the power sector and also mass applIcatIon ofbankruptcy procedure to the
customers

5


