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EXECUTIVE SUMMARY 

The Scope of Work for tIns project mcludes asslsttng m the development and ImplementatIOn 
of the Fmanclal Recovery Plan (FRP) for the Power Sector ofUkratne Specifically, Task IV 
B (1) stated 

"Advise USAID, the World Bank, and the Fmanclal Recovery COmmIssion 
(FRC) m the development of the Fmanclal Recovery Plan, Participate m 
relevant meetmgs and draft supportmg documents, mcludmg finanCial and 
actIOn mdlcators of performance for momtormg the unplementatIon of the 
Plan " 

The purpose of tIns report IS to proVide the documents relatmg to the FRP Hagler BaIlly 
played a key role m the development of the plan Itself and the tools used to momtor progress 
once the plan was adopted by the Government ofUkrame TIns was accomplIshed by 
working closely With USAID, other donors, the World Bank, and adViSOrs throughout the 
sector 

The Plan was approved by the Cabmet of Mlmsters ResolutIon #508 on 18 Apnl 1998 
(Attachment A) The Plan Itself, mcluded as Attachment B, contams 23 ActIOns whIch the 
Government ofUkrame, several of Its mtnlstnes, energy sector enterpnses, and local 
governments are responsible for executIng It contams deadlmes and expected results for 
each ActIOn 

The Key Fmancial Indicators and Benchmarks shown m Attachment C are an mtegral part of 
the Plan They were developed to be used m momtonng the fmancial recovery process and 
assume that progress Will be made on the actIOns m the Plan leadmg to gradual recovery of 
the sector 

To asSISt the sector m focusmg Its efforts, an Implementation Action Plan (lAP) was 
developed by the adVisors and approved by Vice Pnme MlIDster TyhIpko on 3 June 1998 
The lAP contams the ImplementatIOn tasks needed to be completed for each Action along 
With deadhnes for each. Responsible agenCIes are IdentIfied along With the adVIsors asSigned 
to asSist those agencies m the tasks 

Hagler BaIlly utilIzes all the above tools to momtor progress bemg made on the Plan A 
monthly Fmanclal Recovery Plan ActIOn Momtormg Report IS prepared and commumcated 
to the World Bank, donors, adVisors and the Government ofUkrame 

-------------- Hag)erBadly --------------
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CABINET OF MINISTERS OF UKRAINE 

RESOLUTION 

~8 Apr~l 1998 #508 

The C~ty of Ky~v 

ON APPROVING FINANCIAL RECOVERY PLAN 
FOR THE POWER SECTOR OF UKRAINE 

The Cab~net of M~n~sters RESOLVES 

To approve the F~nanc~al Recovery Plan for the Power Sector of 
Ukra~ne (see attached hereto) 

Respons~b~l~ty for the organ~zat~on of ~mplementat~on of 
act~on st~pulated by th~s Plan should be vested ~n m~n~str~es 
and other central bod~es of execut~ve power accord~ng to the~r 
scope 

The Comm~ss~on created by Instruct~ons of the Cab~net of 
M~n~sters of Ukra~ne of 19 January 1998 #32 shall control 
~mplementat~on of th~s Plan and report quarterly to the 
Cab~net of M~n~sters on the status of ~ts ~mplementat~on 

A Golubchenko 
F~rst V~ce-Pr~me M~n~ster 

of Ukra~ne 

WW\Luda\9/18/98\FRPRESOL DOCWW\Luda\9/18/98\FRPRESOL DOC ( 
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Actions 

Cost Reduction 

1 Requ~re that all noncash 
f~nanc~al settlements, ~nclud~ng 

offsets, be executed by, or on 
behalf of, electr~c~ty compan~es 

us~ng NEU bank offset mechan~sm 

2 For each generat~on company, 
apply all f~nanc~al resources 
wh~ch rema1n ava~lable after 
payment of wages, repa1rs and 
taxes, to cash fuel procurement 

3 Generat10n compan~es conduct 
all cash purchases of all types 
of fuel from suppl~ers based on 
compet~tlon 

APPROVED 

by Resolutl0n of the Cablnet of M~nlsters 
of Ukralne 
18 Aprl1 1998, #508 

FINANCIAL RECOVERY PLAN FOR 
THE POWER SECTOR OF UKRAINE 

Executors 

Electr~clty 

Compan~es 

Electrlclty 
Companles 

Electrlclty 
Companles 

Control 

NBU 

Mlnenergo 
MlnFln 

Mlnenergo 

Deadline 

1 May 1998 
onward 

15 May 1998 
onward 

1 June 1998 
onward 

Expected Results 

Reduce barter costs, 
savlng UAH100-300 
m~lllon per year, 
lncludlng the effects of 
act~on 2 

Reduces electrlc~ty 
product~on cost by 
UAH100-300 m~ll~on per 
year, lncludlng the 
effects of action 1 

Reduces electrlclty cost 
by lower pr~ces for 
g~ven thermal content 
Ultlmately save UAH100 
m~lllon per year 
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Acfions 

4 Ident1fy as of 1 January 1998 
accounts payable of electr1c1ty 
supply and generat10n compan1es 
and prov1de for th1s debt to be 
rescheduled for payment over 5 
years 1n accordance w1th the 
effect1ve law 

Reta11 Tariffs 

5 Trans1t to market-based reta1l 
tar1ffs accord1ng to the 
Electr1c1ty Law and the NERC 
1ssued l1censes, wh1le prov1d1ng 
for a s1ngle tar1ff for the 
populat10n 1n the ent1re terr1tory 
of Ukra1ne 

Executors 

Electr1c1ty 
Compan1es 
M1nenergo 
Cred1tor 
M1n1str1es 

Oblenergo 
and other 
Regulated 
Tar1ff 
Supp11ers 

Control 

M1nF1n 

NERC 

Deadline 

15 May 1998 
onward to 
1dent1fy and 
agree debt 
amounts 

1 August 
1998 to 
reschedule 
debt and 
record 1n 
f1nanc1al 
statements 

Start 1 May 
1998, 

Expected Results 

Reduces unscheduled 
cla1ms aga1nst 
Electr1c1ty Compan1es 

Ensures customers pay 
the cost of electr1c1ty 

cont1nue generat1on, transm1ss1on 
1 August and supply to create 
1998, cond1t1ons for a full 
to be operat1on of the 
completed by wholesale market 
the end of 
1998, on a 
schedule to 
be approved 
by CoM 
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AChons 

6 Determlne amounts due from all 
electrlclty suppllers and 
generators accordlng to the 
Wholesale Market Rules 
Enforce provlslons for all 
payments recelved by Wholesale 
Market Members to be dlstrlbuted 
accordlng to Market Funds 
Admlnlstratlon Procedure 

7 Draft and submlt for 
conslderatlon In 11ne wlth the 
establlshed procedure law to 
cancel prlvlleged electrlclty 
tarlffs based on the occupatl0nal 
prlnclple and to set and enforce 
consumptlon 11mlts for all 
remalnlng classes of prlvlleged 
customers 

Strengthening of Payment 
Discipline 

8 Oblenergos to promptly 
termlnate serVlce to all 
defaulters except as provlded by 
the Law of Ukralne, and local 
admlnlstratlons lnterferlng wlth 
thlS process are to be prosecuted 

9 Llmlt supply of electrlclty to 
budget-funded customers to no more 
than the actual amount provlded 
for In cost estlmates for thlS 
purpose 

Executors 

NDC 

Mlnenergo 
NERC 
MlnEcon 
Mlnlstry of 
Labor 

Oblenergos, 
MlnJus 

Oblenergos 

Control 

NERC 

Mlnenergo 
MlnFln 

Deadline 

1 May 1998 
onward 

1 June 1998 

15 May 1998 
onward 

15 May 1998 
onward 

Expected Results 

Allows all well managed 
Companles to earn a 
proflt and mlnlmlses 
regulatory lnterventlon 
In the wholesale market 
operatl0n 

Annual savlng of UAH 53 
ml1110n 

Improved payment 
collectl0ns 

Termlnatl0n of unpald 
electrlclty supply 
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Flnanclal Recovery Plan 
18 Aprl1 1998 #508 

Actions 

10 Transfer the Market Funds 
Admlnlstrator from NDC to a new, 
NERC-Ilcensed Energomarket 
Enterprlse 

11 Formal1se and enforce 
compulsory use of clear1ng 
accounts for all oblenergos' 
rece1pts spec1f1ed 1n the 
Wholesale Market Funds 
Adm1n1strat10n Procedure 

Executors 

M1nenergo 
NERC 
NDC 

M1nenergo 
M1nF1n 
NBU 

12 Prepare propos1t10ns to the M1nenergo 
Rada to renew respons1b111ty for 
non-t1mely electr1c1ty payments by 
budget organ1satl0ns and 
resldent1al customers 

Collect Arrears 

Control Deadhne 

1 July 1998 

1 June 1998 

1 June 1998 

Expected Results 

Creatl0n of a rellable 
and transparent 
structure for 
admlnlstratlng UAH10 
bl1110n per year of 
wholesale market funds 

Assure collectl0n of 
funds from RTSs 

Improve payment 
dlsclpllne, reduce 
consumer electr1clty 
debt 
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Actions Executors Control 

13 For defaulted state and local Electr1c1ty NBU 
budget-funded 1nst1tut10ns and 
organ1sat1ons, 1dent1fy and 
execute offsets w1th the 
electr1c1ty supply compan1es For 
all defaulted state-controlled 
enterpr1ses 1dent1fy and execute 
offsets w1th the electr1c~ty 
supply compan~es uS1ng the NBU 
bank offset mechan1sm 

14 For maJor nonbudget customers 
who are rece1v~ng electr1c~ty 
serv~ce, 1dent1fy arrears over 3 
months and reschedule them as 
legally enforceable, ~nterest 

bear~ng, saleable debt ~nstruments 

lS Establ1sh collect1on 

Compan1es 
M~nenergo 

M1nF~n 

Local 
Adm~n~stra­

t~ons 

Oblenergos 
M1nenergo 

NDC 
departments w~th l~t1gat10n staffs Oblenergos 
at all oblenergos to take M1nenergo 
v1gorous, systemat~c legal act~ons 
1n the court aga1nst all 
defaulters 

Deadhne Expected Results 

1 June 1998 Reduce arrears 
for all 
budget-
funded 
organ1sat~on 

sand 
1nst1tut~ons 

1 November 
1998 for all 
self-
susta1ned 
state 
enterpr1ses 

1 May 1998 Accelerate collect10n of 
for all nonbudget arrears 
customers 
w~th over 
UAH 1 
m~ll~on 

arrears 

1 August 
1998 for all 
customers 
w~th over 
UAH 100,000 
arrears 

1 June 1998 Collect debts due 
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Flnanclal Recovery Plan 
18 Aprl1 1998 #508 

ActIOns 

16 Assure flnanclng to pay budget 
arrears for electrlclty and heat 
wlthln 5 years by means lncludlng 
Treasury promlssory note program 
and promlssory notes of local 
state adm1n1strat1ons 

Privat1sation 

17 Transfer to W1nners of 
compet1t10ns and tenders 
management of state owned blocks 
of shares 1n the Electrlclty 
Companles to be pr1vatlsed, uS1ng 
Sectlon 104 of the State 
Pr1vat1sat10n Program, prov1d1ng 
for the control lnterest to be 
held by 1nvestors 

Executors 

M1nF1n 
CoM of the 
Cr1mea 
Oblast 
Adm1n1strat 
10ns 
K1ev and 
Sevastopol 
C1ty 
Adm1n1stra­
tl0ns 

SPF 
M1nenergo 

Control Deadline 

1 October 
1998 

Wlth1n two 
months after 
sales of 
each 
company's 
f1rst block 
of shares 

Expected Results 

Provldes assured cash 
flow to Electrlc1ty 
Compan1es aga1nst Wh1Ch 
they can borrow 

Improve eff1c1ency of 
management of 
Electr1clty Companles 
and 1ncrease the value 
of state shares of 
electr1clty enterprises 
to be pr1vatlsed 
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Acbons 

18 For all oblenergos, sell by 
open tenders or compet1t10ns 
aga1nst 1nvestment comm1tments on 
a schedule spec1f1ed by the State 
Property Fund and M1nenergo, at 
least 25% of the shares plus one 
share, provld1ng for a posslblllty 
of transferrlng management of 
state shares to the Wlnner 
Prov1de by the terms of tenders 
and competltlons for an amount not 
less than the 1n1tlal sell1ng 
prlce to go for companles' 
development 

For efflc1ent sale of shares, 
d1v1de oblenergos 1nto two 
groups 

19 Sell at least 24% of 4 fOSS1l 
generators aga1nst 1nvestment 
comm1tments by tenders and 
competltlons Prov1de by the terms 
of tenders and compet1t10ns for an 
amount not less than 50% of the 
lnlt1al selllng pr1ce to go for 
compan1es' development 

Executors Control 

SPF 
M1nF1n 
M1nenergo 

SPF 
Mlnenergo 
MlnFln 

Deadline 

F1rst SlX 
months of 
1999, 
complete all 
sales ln 
11ne wlth 
the 
procedures 
st1pulated 
by law 

By 1 January 
1999, 
complete 
sale of the 
1st group of 
15 
of companles 

Flrst SlX 
months of 
1999, 
complete all 
sales In 
llne wlth 
the 
procedures 
st1pulated 
by law 

Expected Results 

Implement Pr1vatlsatlon 
Program to obtaln 
maX1mum proceeds from 
sales of state shares 
and flnanclal recovery 
of the power sector to 
the state budget 

Implement Pr1vatlsatlon 
Program to obtaln 
maXlmum proceeds from 
sales of state shares 
and flnanclal recovery 
of the power sector to 
the state budget 
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F1nanC1al Recover~ Plan 
18 Apr11 1998 #508 

ActIOns Executors 

20 ReV1ew the results of 1tems FRC 
17-19 of th1S Plan's 
1mplementat1on and prepare draft 
electr1c1ty company pr1vat1sat1on 
plan for 1999 for cons1derat1on by 
CoM 

Management 

21 F1nanc1al Recovery Comm1SS1on 
("FRC") to control 1mplementat1on 
of the F1nanc1al Recovery Plan 
and report quarterly to the CoM 
on the process of 1tS 
1mplementat1on 

22 Prepare f1nanc1al performance 
1nd1cators of the 1ndustry's 
f1nanc1al recovery process as lS 
set forth 1n the Append1x 

FRC 

M1nenergo 

Control Deadline 

15 November 
1998 

1 May 1998 
onward 

15th 
calendar day 
of each 
month for 
the pr10r 
month 

Expected Results 

Improve eff1c1ency of 
pr1vat1sat1on program 
1mplementat1on 

Improve effect1veness 
and cred1b1l1ty of the 
Plan 1mplementat1on 

Prov1de systemat1c 
mon1tor1ng of reach1ng 
the key flnanclal 
lndicators 



-~--------~~-------
Actions 

23 Draft appeal to the World Bank 
to relnstate EMDP loan based on 
the lnltlal performance of the 
Flnanclal Recovery Plan, lncludlng 
a request for reallocatlon of loan 
proceeds for acqulsltlon of 
meterlng and communlcatl0n 
technology requlred to lmplement 
hourly tarlffs and voluntary 
demand curtallment 

-v, 

Executors 

Mlnenergo 
MlnFln 

Control Deadlme 

1 August 
1998 

Expected Results 

$ 241 mlll10n avallable 
under the EMDP loan 
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APPENDIX TO POWER SECTOR FINANCIAL RECOVERY PLAN 

KEY FINANCIAL INDICATORS AND BENCHMARKS 

, '!"'i'Y';'l~J~'(' th ~'(\';~},>j'l1){rli p!i:J!t ,1,,1,:1:;' it" ,t;: ~),.f f{l '\'~ ~~Ih 1<' ~V, W ,ft,.,'/'~V' ''«A,'''. '~,:f,jir%,\5}h·V~,~,~~~,~t¥'~.~1~q;11'r,L?!wditrt (f'l11189.'~t l) 
~, l '1 l f> 'v ,'f. ~~\ ';';:; Hi~,~;, I " ,"1m' \~,\. h rt • M.:,tl,.'/?'}\~"" Lq,'lI' 04fOII\Q4 Ja .. " ft,. March Q1 ApJi" lMaYI "~"~'i 1'~~'" ;U"'IVJ~q9 "8.~t \(Q"q~lQ4 .Q1' ';Q2'! 

I Oblenergo electnclty collecllon rate to transit 
accounts excl KJevenergo rio of dmount billedl 

I I Total 94 108 100 55 840 100 100 100 101 101 101 102 104 106 106 

I 2 Cash 10 13 II 8 11 IS 16 IS 11 18 19 III 11 15 30 

2 Energoatom collectIOn rate 1% of amount b .. ledl 

I 
2 I Total 101 111 90 44 65 100 100 100 101 102 101 101 104 106 I06

J
. 

22 Cash 9 8 7 6 6 IS 16 IS 17 18 19 18 11 2S 30 

3 Four foss .. generdtors collecllon rate rio of 1 

amount billed) 

3 I Total 88 III 88 61 138 100 100 100 101 101 101 101 104 106 106 

3 2 Cash 8 9 8 7 6 IS 16 16 11 18 t9 18 U 1S 30 

4 RetalltanlT adherence (actualtanlT as 01 of 84 84 84 84 84 84 84 84 91 91 87 91 100 100 95 100 100 100 
market tanft] 
5 Fuel Cost 4 Foss" Generators 1181 1181 1181 1181 1181 1181 1181 1181 17 17 17 16 16 15 16 24 14 11 
[I 997SfMWh sold) 
6 After tax profit of 4 foss" generators 5 10 10 30 SO SO 
P997$/quarter m .... on) 
7 Oblenergo debt to Energomdrket [1997$ 1,368 1,310 1,310 1450 1,484 1,190 1,180 I,U7 I 110 1,006 
m .... on) 
8 Oblenergo debito Energomarket Idays annudll 110 110 110 13S 1111 1111 I U 101 91 

9 Energomarket debt to generators 11997$ m .... onl 1,311 1,195 1195 1438 1,484 1,190 1.188 1,117 I 110 1,006 

" \}'1V'~'?Nw>:rJ5{jf (1;~'\"it dj>WSj.''''' 1'k~' V\\ltl~ ;'~'i:.'), 4i~!.tjtW. ,1,,;'1'&";;' 1If),~1~" i.JitJ!~~ .~~~~ ~m:!ll!:MtffKl~I'f:r~t,?1(,%l~~'11 ~tl:J'.'ru~ 
10 Wholesale Purchase Pnce (from Foss.. 311 3 IS 3 18 3 IS 300 
Generators) (US centsfkWhI 

II Energoatom Sale Pnce [US centsfkWhI 14 24 24 21 27 

12 Hydro Sale Pnce [US centsfkWhI 096 096 096 096 096 

13 Wholesale Pnce (to Suppliers) [US 1 93 1 93 1 93 3 03 1 89 
centslkWhI 

14 Average relall tanlT (N ERC planned) [US ce 3 76 3 76 3 76 3 95 3 95 

~ 

~- -- ---- - -------- --- ------ -- ------ ----- - -------

Note The payments collection benchmarks for Energoatom are to be finalized follOWIng EBRD s OperatIon CommIssIon review of the proposed Khmelnrtsky 2/Rovno 4 
nuclear completIon project 
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IMPLEMENTATION ACTION PLAN 26 May 1998 FOR FINANCIAL RECOVERY PLAN FOR THE POWER SECTOR OF UKRAINE 
Consultants are to both monitor and assist, except where noted. 
* means not in consultants current scope of work. 

APPROVED BY Vice Prime Minister Tyhipko 
3 June 1998 #10865/31 

(*) means in current scope, but to be withdrawn absent agency cooperation. 
Actions 

Responsible Implementation Tasks Task Deadlines 

Agency/Advisor 

[Action 
Deadline] 

Cost Reduction 
--------~---.-~---

-
-
-
-
-
-
~
-
-
-
-
- . -,--------~ --------~---

------"-"-------

----
-

---



---~--~--~~-~--~--~ 

~ 

Flnanclal Recovery plan 
Draft - 30 March 1998 

Actions 

1 Requlre that all noncash 
flnanclal settlements, 
lncludlng offsets, be executed 
by, or on behalf of, the 
Electrlclty Companles uSlng the 
NBU bank offset mechanlsm 

2 For each generatlon 
Company, apply all flnanclal 
resources WhlCh remaln 
avallable after payment of 
wages, repalrs, and taxes, to 
cash fuel procurement 

Respons1ble 
Agency/Advisor 

Mlnenergo 
NERC 
Electrlclty 
Companles 
(executors) 

NBU (control) 
CL 
PHB (advlsors) 

Electrlclty 
Companles 
(executors) 
Mlnenergo 
MlnFln 
(control) 

HB (advlsor) 

2 

Implementation Tasks 

1 MFA notlfles all Market 
Members of the new offset 
procedure* 

2 Set up and lmplement MFA 
procedure to enforce use of 
NBU offset process* 

3 Interactlon wlth 
authorlsed commerclal banks 
for organlsatl0n of 
practlcal actlons for maklng 
offsets after approval of 
the offset procedure by COM* 

1 Mlnenergo order to 
companles to comply (*) 

2 Develop and lmplement 
mechanlsm for reportlng 
avallablllty and use of 
company cash through 
Mlnenergo or credltors' 
commlttee 

Task Deadlines 
[Action 

Deadline] 
1 5 June 1998 

2 By 5 June 
1998 

3 10 June 
1998 on 

1 5 June 1998 

2 1 July 1998 
[15 May 1998 
on] 
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Flnanclal Recov~ry plan 
Draft - 30 March 1998 

Actions 

3 Generatlon Companles 
conduct all cash purchases of 
all types of fuel from 
suppllers based on compet1tlon 

4 Identlfy as of 1 January 
1998 accounts payable of 
electr1c1ty supply and 
generat1ng companles and 
provlde for th1S debt to be 
rescheduled for payment over 5 
years 1n accordance w1th the 
effect1ve law 

Retail Tariffs 

Responsible 
Agency/Advl.sor 

Electrlclty 
Compan1es 
(executors) 
M1nenergo 
(control) 

HB (advlsor) 

Electr1c1ty 
Companles 
M1nenergo 
Cred1tor 
M1nlstr1es 
(executors) 
M1nFln (control) 
Eastern (Zakh1d 
monltor) 
???(other genco 
advlsors) 

3 

Implementat10n Tasks 

1 Ident1fy genco(s) for 
power coal program [done] 

2 Prepare compet1t1ve fuel 
procurement manual and 
Mlnenergo orders 
1mplementat10n (*) 

3 Conduct 1n1t1al 
compet1t1ve fuel procurement 
(* ) 

1 Select one genco and 
ass 1St to reschedule debt to 
maJor state- controlled fuel 
suppl1ers and record 1n 
f1nanc1al statements* 

2 Other gencos follow 
precedent 

Task Deadlines 
[Action 

Deadline] 
1 15 May 1998 

2 1 July 1998 

3 1 Sep 1998 
[1 June 1998 
on] 

1 1 Oct 1998 

2 1 Dec 1998 
[1 August 1998] 



~---------~~~--~--~ 

~ 

F1nanc1al Recovery Plan 
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Act10ns 

5 Trans1t to market-based 
reta11 tar1ffs accord1ng to the 
Electr1c1ty Law, the NERC 
lssued 11censes, wh11e 
prov1d1ng for a slngle tar1ff 
for the populat10n 1n the 
ent1re terr1tory of Ukra1ne 

6 Determ1ne amounts due from 
all electr1c1ty suppl1ers and 
to all generators accord1ng to 
the Wholesale Market Rules 
Enforce prov1s10ns for all 
payments rece1ved by Wholesale 
Market Members to be 
d1str1buted accord1ng to Market 
Funds Adm1n1strat10n Procedure 

7 Draft and subm1t for 
cons1derat10n 1n 11ne w1th the 
establ1shed procedure to cancel 
pr1v11eged electr1c1ty tar1ffs 
prov1ded based on the 
occupat10nal pr1nc1ple and to 
set and enforce consumpt10n 
11m1ts for all rema1n1ng 
classes of pr1v11eged 
customers 

Respons1ble 
Agency/Adv1sor 

Oblenergo and 
other Regulated 
Tar1ff Suppl1ers 
(executors) 

NERC (control) 
HB (adv1sor) 

NDC (executor) 
NERC (control) 
CL 
HB 
(adv1sors) 

M1nenergo 
NERC 
M1necon 
M1n1stry of 
Labour 
(executors) 

HB (adv1sor) 

4 

Implementation Tasks Task Deadlines 
[Action 

Deadline] 
1 NERC lssues reta11 tar1ff I 1 15 May 1998 
1mplementat10n order 
2 Market-based reta11 
tar1ffs become effect1ve I 2 1 June 1998 
w1th trans1t10nal reg10nal 
cross-subs1d1es 

3 Reg10nal cross-subs1d1es 
ended 

1 Develop mechan1sm for 
mon1tor1ng adherence to the 
Market Rules and the MFP, 
based on compla1ns to NERC 
and on NDC reports to NERC 

2 Prepare brlef monltor1ng 
1nceptlon report based on 
sample days and user 
lntervlews 
1 Draft clrculated to 
agencles 

2 Agenc1es agree and submlt 
to Rada 

3 1 January 
1998 
[1 Jan 1999] 
1 1 June 1998 

2 1 July 1998 
[1 June 1998] 

1 1 June 1998 

2 1 July 1998 
[1 June 1998] 
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Actions 

strengthen1ng of Payment 
Discipline 

8 Oblenergos to promptly 
term1nate serV1ce to all 
defaulters except as prov1ded 
by the Law of Ukralne, and 
local adm1n1stratlons 
1nterferlng wlth th1s process 
are to be prosecuted 

9 Llmlt supply of electrlclty 
to budget-funded customers to 
no more than the actual amount 
provlded for In cost estlmates 
for thlS purpose 

10 Transfer the Market Funds 
Admlnlstrator from NDC to a 
new, NERC-11censed Energomarket 
Enterpr1se 

Respons1ble 
Agency/Adv1sor 

Oblenergo 
MlnJus 
(executors) 

HB (advlsor) 

Oblenergos 
(executors) 
Mlnenergo 
M1nFln 
(control) 

HB (monltor) 
NERC 
Mlnenergo 
NDC 
(executors) 

CL (adv1sor) 

5 

Implementation Tasks 

1 Mlnenergo (Darchuk) 
letter to all oblenergos, 
1ncludlng reportlng 
requlrements and spot 
lnvest1gatl0n arrangements 

2 PubllSh monthly report of 
all defaulted customers 
st111 gett1ng serVlce 
1 Ass1st Mlnenergo to 
establ1sh mechan1sm for 
monltor1ng compl1ance versus 
budget for 20 largest 
budget-funded customers* 

1 MFA transfer plan 
approved by the responslble 
agenc1es 

2 MFA transfer completed 

Task Deadlines 
[Action 

Deadline] 

1 20 May 1998 

2 1 Jul 1998 
on 
[15 May 1998 
on] 
1 15 June 1998 

[15 May 1998 
on] 

1 1 July 1998 

2 1 Dec 1998 
[1 July1998J 
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Act10ns 

11 Formallse and enforce 
compulsory use of clearlng 
accounts for all oblenergos' 
recelpts speclfled In the 
Wholesale Market Funds 
Admlnlstratl0n Procedure 

12 Prepare proposltlons to 
the Rada to renew 
responslbl11ty for non-tlmely 
electrlclty payments by budget 
organlsatlons and resldentlal 
customers 

Collect Arrears 

13 For all defaulted state 
and local budget-funded 
lnstltutl0ns and organlsatlons, 
ldentlfy and execute offsets 
wlth the electrlclty supply 
companles For all defaulted 
state-controlled enterprlses 
ldentlfy and execute offsets 
wlth the electrlclty supply 
companles uSlng the NBU bank 
offset mechanlsm 

~ 

Respons1ble 
Agency/Advlsor 

Mlnenergo 
MlnFln 
NBU 
(executors) 
CL (advlsor) 

Mlnenergo 
(executor) 

HB (advlsor) 

Electrlclty 
Companles 
Mlnenergo 
MlnFln 
Local 
Admlnlstratl0ns 

(executors) 
NBU (control) 
EWE (advlsor) 

6 

Implementation Tasks 

1 Determlne documents 
requlred to formallse 
translt accounts, draft and 
get approval* 

2 Develop and apply 
mechanlsms to assure 
oblenergo cQmpllance* 
1 Draft prepared for 
dlScusslon wlth NERC 

2 Agencles agree and submlt 
to Rada 

1 Mlnenergo (Kadanleva) to 
ldentlfy target customers 
for offsets 
2 Begln offsets wlth target 
budget-funded customers 

3 Begln NBU offsets wlth 
state-controlled 
enterprlses 

4 Implement system to 
lmpose reschedullng 
developed and approved by 
MlnenerQO 

Task Deadlines 
[Action 

Deadline] 
1 1 Jun 1998 

2 1 Sep 1998 
[1 Jun 1998J 

1 1 Jun 1998 

2 1 Jul 1998 
[1 Jun 1998] 

1 30 May 1998 

2 1 Jul 1998 

3 1 Aug 1998 

4 1 Oct 1998 
[1 Nov 19981 
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Act10ns 

-
14 For maJor nonbudget 
customers who are recelvlng 
electrlclty servlce, ldentlfy 
arrears over 3 months, and 
reschedule them as legally 
enforceable, lnterest bearlng, 
saleable debt lnstruments 

15 Establlsh collectl0n 
departments wlth 11tlgatl0n 
staffs at all oblenergos to 
take vlgorous, systematlc legal 
actlons In the court agalnst 
all defaulters 

~ 

- - -- - - - --
Respons1ble 

Agency/Adv1sor 

Oblenergos 
Mlnenergo 
(executors) 

HB (2-4 LEC 
advlsor) 
Kantor (Klevobl 
monltor) 
EWE (Mlnenergo 
advlsor) 

NDC 
Oblenergos 
Mlnenergo 
(executors) 

HB (LV1V advlsor) 
Kantor (Klev 
advlsor) 

7 

Implementation Tasks 

1 Mlnenergo to ldentlfy 
target enterprlses flr 
reschedullng 

2 Mechanlsm to lmpose 
reschedullng developed by 
Mlnenergo 

3 Apply to customers over 
UAH 1 ml1 

4 Apply to customers over 
UAH lOOk 
1 Mlnenergo to draft 
generlc order to all 
oblenergos* 

2 Klevoblenergo and 
LVlvoblenergo set up as 
examples 

3 All oblenergos set up* 

- - -
Task Deadlines 

[Action 
Deadline] 

-
1 10 June 1998 

2 1 Jun 1998 

3 1 Aug 1998 
[1 Aug 1998] 

4 1 Oct 1998 
[1 Aug 1998] 

1 1 July 1998 

2 1 Sep 1998 

3 1 Nov 1998 
[1 Jun 1998] 
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Act10ns 

16 Assure f~nanc~ng to pay 
budget arrears for electr~clty 
and heat w~th~n 5 years by 
means lncludlng Treasury 
promlssory note program and 
promlssory notes of local state 
adm~nlstratl0ns 

Privatization 

17 Transfer to w~nners of 
competltl0ns and tenders 
management of state owned 
blocks of shares In the 
Electr~c~ty Companles to be 
pr~vat~sed, uSlng Sectlon 104 
of the State Prlvatlzatlon 
Program, provldlng for the 
control ~nterest to be held by 
lnvestors 

Respons1ble 
Agency/Adv1sor 

MlnFln 
CoM of the Cr~mea 
Oblast State 
Admlnlstratlons 
Klev and 
Sevastopol Clty 
State 
Adm~n~strat~ons 
PHB (monltor) 

SPF 
M~nenergo 

(executors) 
PW 
EWE 
(advlsors) 

8 

Implementation Tasks 

1 M~nF~n flnanclng plan 
developed 

1 SPF and M~nenergo develop 
form management contract and 
form sale of share and 
management rlghts for 
lnvestor control 

2 Include the transfer of a 
controlllng management share 
ln each oblenergo and genco 
prlvatlsatlon 

Task Deadlines 
[Action 

Deadline] 
1 1 Oct 1998 
[1 Oct 1998] 

1 1 Jul 1998 

2 1 Jul 1998 
on 
[Two months 
after each 
block sold] 



.. 
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Actions 

18 For all oblenergos, sell 
by open tenders or compet1t10ns 
aga1nst 1nvestment comm1tments 
on a schedule spec1f1ed by the 
SPF and M1nenergo, at least 
25% of the shares plus one 
share, prov1d1ng for a 
poss1b111ty of transferr1ng 
management of state shares to 
the W1nner Prov1de by the 
terms of tenders and 
compet1t10ns for an amount not 
less than the 1n1t1al sel11ng 
pr1ce to go for compan1es' 
development For eff1c1ent sale 
of shares d1v1de oblenergos 1n 
two groups 
19 Sell at least 24% of 4 
foss11 generators aga1nst 
1nvestment comm1tments by 
tenders and compet1t1ons 
Prov1de by the terms of tenders 
and compet1t1ons for an amount 
not less than 50% of the 
1n1t1al sel11ng pr1ce for 
compan1es development 

- - -~ - .. - ".. 

Respons1ble 
Agency/Advisor 

SPF 
M1nF1n 
M1nenergo 
(executors) 

PW 
(adv1sor) 

SPF 
M1nenergo 
M1nF1n 
(executors) 
PW 
(adv1sor) 

9 

Implementation Tasks 

1 Complete sale of f1rst 
group of 15 oblenergos 

2 Complete sale of all 27 
oblenergos 

1 H1re banker for 
Donbassenergo 

2 H1re banker for 
Centerenergo 

3 H1re bakers for 
Zakh1denergo 

4 Complete sales of all 
~encos 

- .. -
Task Deadlines 

[Action 
Deadline] 

1 1 Jan 1999 

2 1 Jul 1999 
[1 Jul 1999] 

-

I 1 10 June 1998 

I 2 1 Jul 1998 

I 2 1 Oct 1998 

14 1 Jul 1999 
[1 Jul 1999] 
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Actions 

20 Rev~ew the results of ~tems 
17-19 of th~s Plan's 
~mplementat~on and prepare 
draft electr~c~ty company 
pr~vat~sat~on plan for 1999 for 
cons~derat~on by CoM 

Management 

21 F~nanc~al Recovery 
Comm~ss~on ("FRC") to control 
~mplementat~on of the F~nanc~al 
Recovery Plan and report 
quarterly to the CoM on the 
process of ~ts ~mplementat1on 
22 Prepare f1nanc1al 
performance 1nd~cators of the 
1ndustry's f1nanc1al recovery 
process as set forth 1n the 
Append1x 
23 Draft appeal to the World 
Bank to re1nstate EMDP loan 
based on 1n~t1al performance of 
th~s F1nanc~al Recovery Plan, 
~nclud~ng a request for 
reallocat1on of loan proceeds 
for acqu~s1t1on of meter~ng and 
commun~cat10ns technology 
requ1red to 1mplement hourly 
tar~ffs and voluntary demand 
curta~lment 

Responsible 
Agency/Advisor 

FRC 
(executor) 
PW 
PHB 
(adv~sors) 

FRC 
(executor) 
PHB 
(adv1sor) 

M1nenergo 
(executor) 

EWE 
(adv~sor) 

M1nenergo 
M1nF1n 
(executors) 
PHB 
(adv1sor) 

10 

Implementat10n Tasks 

1 Prepare 1n1t1al draft 
1999 plan 

2 F1nal recommended plan to 
CoM 

11 F1rst quarterly report 

11 F1rst monthly report 

1 M~nenergo prepares daft 
w1th eV1dence of substant1al 
FRP comp11ance for agency 
rev~ew 

2 Letter to World Bank 

Task Deadlines 
[Action 

Deadline] 
1 15 Oct 1998 

2 15 Nov 1998 
[15 Nov 1998] 

11 18 Jul 1998 

I [1 May 1998 on] 

11 15 May 1998 

[15 th of each 
month] 

1 15 Jul 1998 

12 1 Aug 1998 
[1 Aug 1998] 


