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ExecutiveSummary

P2GreenESGonducted this market screening in the two targeted countries of the projects, which are
the Republic of Moldovaand Ukraine, in order to help identiffey sectors of interest.

The over BsternPartnershipCountries were also slightbnalysed.

This document is helpfdibr clusters, Business Support Cagisations and the SMEs they represdat
gather information on market opportunitge legal basis and key issues to be tackiekled with
P2GreenEST objectives

The project had identified 3 sectors to concentrate water, waste and renewableenergies These
3 large sectoraand the analyis which was undertaketed to the identification of sutsectors of
interest in each targetedountry:

The main highligts of this market screening noticed in termswediter sectorin Moldovaand Ukraine

a need forwater and sanitation sustainable management sect@nd improving irrigation services
Themodernisation of the existing networlof water supply and sewerage as welliagproving the
sewerage water serviceis one of the main areas in need. In fact, most of the polluted water is poured
into the rivers and the surface waters of the countditionally in Ukraine, 48% of water is used by
the industrial sector, which identifies the need implement more circular solutions for improving
efficiency in this sector. The agriculture sector also represents a significant part of the water
consumption with 30%.

As for thewaste sector the market screening concluded the necessitwas$te system improvement
not only from thelegalperspective but also a need taise awarenesand interest in the topic (waste
sorting, waste recycling) among the populatit¥aste maypbecome a source of renewable eneray
in Moldova, 78% of the wasteomes from the agricultural sector

It is also interesting to note that huge disparities between rural and urban areasretdésins of waste
managementIn Ukraine, most of the waste originates from the irnttias sector, which requires more
innovative and sustainable solutions in the industrial process to tackle this issue

Regarding theenergy sectoy we can note that Moldova has already went past its original objectives
set for 2020 with regards of renewksbenergy sources, but not all production is consumed since there
is a need to reform, modernize and expand the infrastructure of this energy production. By 2030,
Moldova has set goals to attain 30% of renewable energies in its energy production. Morallyene
there is a need témprove public awarenesand identify pathwaysto increase thebiomassenergy.

Findings orpublic procurementin the targeted area has helped to identify the main stakeholders in
each country and sector. Thanks to tegnature & the Deep and Comprehensive Free Trade
Agreement (DCFTA) part of the Association Agreement (AA) and its participation to the World Trade
Organisation Government Procurement Agreement (WTO GPA), Moldova and Ukraine have made
some positive steps towardstransparency anti-corruption and open accessibilityto public
procurement(PP)opportunities. This is proved with theetup of platforms that identify the public
tenders open for bidingrhey are uiggintelligentalgorithmsto source translate andgathertogether

by keywords themostrelevant tenders fothe targeted sectors andountries Although,a huge part

of them is proposingpaid services, which igoint to be considered and improvedonsiderimy its
relevance.Nevertheless, in terms @ustainable Public Procureme(8PP), public authorities have a
need to be trained in order to implement successfully SPP bids and align with the natiatedies

and goals towards sustainabilitin Moldova, nany contracting authorities exist (around 3000) and



many of them are small, without a centralizing body. Furthermore, no specific authority body on SPP
exist.

International markets and the public procurement sector represent huge opportunities for SKHes in
Eastern Partnership region. However, they face high barriers and risks in entering those markets due
to lack of information about export opportunitiesinternationally incompatible quality standards
anddiscriminatory rules, as well as complex apgiton procedures for public tenders

This report underlined th&ey role of international donors irPPin Eastern Partnership countrieas

the majority of SPP opportunities come from projects financed from abroad. That is why it is crucial to
understand the financing mechanisrof these donors that are working in the targeted countries,
which are the key partners implementing these biffastructure projectsand may becme a huge
sourceof public pocurementopportunitiesfor SMEs irthe targeted sectors andountries
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1.Introduction to the project

TheP2GreenESproject will work on public procurement in theércular economy and particularly on
the three interlinked sectors that ar@aste, energyand water, in the two Eastern neighbourhood
countries that are thdrepublic of Moldovaand Ukraine

Launched in 200@s a joint policy initiative, the Eastern Partnership (EaP) aims to deepen and
strengthen relations between the European Union (EU) Member States and its six Eastern neighbours:
Armenia, Azerbaijan, Belarus, Georgia, Republic ofMoldova and Ukraine

In spring 2020, new policy objectives have been agreed based on extensive consultations with the EU,
partner countries, civil society, academia and businesses. New priorities focus on ecological and digital
transformation as well as delivering economies thvairk for all.

Environmental and climate challenges require urgent action by the EU and the partner countries. The
EU will help partner countries to fulfil their nationally determined contributions to the Paris Agreement
and modernise their economies, reckitheir carbon footprint and move towards climate neutrality,
while acknowledging the investment challenges. The EU will also offer support for the energy efficiency
of buildings, the development of renewable soure@sl support the green transition in éfregiont!

The EU will support the green transition in the region. It will aim at rules based, undistorted and fair
trade and investment in clean technologies, green goods and services and related strategic raw
materials. The EU will work with the partneountries to ensure resource security and to deliver
simultaneously on the Paris Agreement and on the Sustainable Development Goals.

The same document states that public demands are growing to:
9 improve air and water quality;
1 manage effectively waste,nd, and water resources; and
1 respond to extreme weather events and illegal logging and deforestation

Similarly, private sector partners are increasingly considering the opportunities of a greener, circular
economy and wish to address the risks causedibyate change.

For environmentrelated quality of life, increased effort is needed to make urban development more
sustainable and further improve the delivery efivironmental servicessuch as water supply and
sanitation, waste management, green areas amban mobility.

EU aims to support the
9 prevention and reduction of pollution
1 increase the energy efficiency of buildings,
1 development of renewable energy sources, notably as a way to accelerate the reduction of
1 coal use

The EU will promote thgreen, circular economy and therefore it stresses the promotion of sustainable
product policies, ecnnovation, extended producer responsibility, other ways to prevent and reduce
waste, waste management, green public procurement and better consumer iafmm

1Joint Communication: "Eastern Partnership policy beyond 2020: Reinforcing Regjli@n€astern Partnership that delivers
for all"; https://ec.europa.eu/info/publications/joinfcommunicatioreasternpartnershippolicy-beyond2020reinforcing
resilienceeasternpartnershipdeliversall_en

11


https://ec.europa.eu/info/publications/joint-communication-eastern-partnership-policy-beyond-2020-reinforcing-resilience-eastern-partnership-delivers-all_en
https://ec.europa.eu/info/publications/joint-communication-eastern-partnership-policy-beyond-2020-reinforcing-resilience-eastern-partnership-delivers-all_en

The P2GreenEST partnership will representimwin situation as the European SMEs will become
more competitiveby getting access to new market segments, while the public authorities from non
EU countrieswill gain knowledge and awareness on exisgirinnovative green technologie$or
addressing their specific environmental challenges and develop resilient territories

The projecf gesponse to the aims of thEasternPartnership which are: asilient, sustainable and
integrated economies, environmeaitand climate resilience and digital transformation

12



2.Methodology

2.1  Circular economy approach

Following the principles of the circular economy approach, P2GreenEST targets the sectors of water,
waste and energy in Eastern countries to foster greeimnovative and sustainable public
procurement.

The circular economy approach is a new model of economy, especially in the Eastern Partnership
countries. The model still has to be introduced on the market, because the linear model of economic
development, vhich is currently largely applied and which consists in extracting natural resources,
used for production and sales purposes, then consumption and disposal at the landfill, is a destructive
one and not at all a sustainable model. The main stakeholdersh@ngopulation, in general, must be
aware that everything around us is produced from natural resources or with the help of natural
resources, and the reserves of resources are limited. In the fields of water management and waste
management, the circular eaomy means the reuse of water in production processes, the recovery

of waste and the return to the circuit. A green economy results in improved humarbwialy and

social equity, with reduced environmental risks and ecological scarcities.

The six Eurogey | YA2y Qa 9Fa0GSNY t I NIYSNBKALI 609t 0 O2dzyi
the Republic of Moldovaéreafter:Moldova) and Ukraine, committed to transition towards a greener

economy in theJoint Declaration of the Eastern Partnership Summit, Warsawg029eptember

2011 and in theJoint Declaration of the Eastern Partnership Summit, Vilniug 9%2Rovember 2013

Eastern Partnership: the way aheaas well as the documents of other intermatal fora.

Transposing these commitments into actions requires continued mobilisation across the governments
in the region, with joint action from the Ministries of Economy and Environment, as well as across
different sectors of the economy and by diféet stakeholders.

Governments in the Eastern Partnership countries are important consumers, as their expenditure
represents around 20% of the GDP, ranging from 11.3% in Azerbaijan to 27.3% in Ridltdovagh
sustainable public procurement (SPRuppored by private, national or international initiatives,
governments can deliver greener economies. SPP can successfully harness the power of governments
to stimulate a better environmental and social performance of products. Madkieen product
informationtools such as ecolabelling help define the sustainability of products and communicate this
information to guide purchasing choices of individuals, businesses and public authorities towards more
sustainable products.

The approach of sustainable public pnmement is an important element to create a dynamic
framework for improving the performance of products throughout their lifecycle, stimulating
demand and supply of better products, and helping consumers to make better choices. In the
transition to a greeneconomy, these tools are playing an important enabling role in the overall
market transformation that is needed to put in place the circular economic model, which enhances
natural capital, saves resources, and lowers environmental as well as social risks.

Due to the support offered through various programmes financed by international donors
(development partners), such EaP countries as Belarus, Moldova and Ukraine reviewed national

2 https://www.oecd.org/env/outreach/eapgreespublicprocurement.htm
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legislation, carried out market assessments, while Moldova and Ukraindextibiational Sustainable
Public Procurement Policy and Action Plans.

TheP2GreenESgroject aims at strengthening the capacities of the main actors in public procurement,
as well as ofr8all- and mediumsized enterprise§SMEs)n the EU and EaP countriegith a primary

focus on the Republic of Moldova and Ukraine, to help economic operators make progress in their
activity by adopting innovations and implementing the circular economy model.

2.2 Target sectors

Water, waste and energy infrastructure are argualglthe most essential public services. The three
interrelated and common challenging sectors that are waste, energy and water have been identified
because they:

1 are key sectors to address to implement a circular economy approach;

9 are totally interconnectedn a Reduce/Reuse/Recycle approach, and need thus to be
simultaneously addressed;

9 correspond to a will from the targeted countries to develop those sectors in a circular and
low-carbon approach, in line with the national strategies elaborated over thteykzars.

By addressing the three sectors of waste, water and energy in a circular economy approach, other
major sectors will be impacted, even though not directly targeted by the project, such as: smart cities,
ICTs (e.g. smart sensors irrigation, smaystems for waste collection), Industry 4.0 (digital
technologies for tracking, tracing and mapping to efficiently manage natural resources), agricultural
waste revalorisation (biomass energy production), 4cavbon energy, Social and environmental
responsbility.
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3.Eastern Partnership

3.1 General info, access to the market

The Eastern Partnership was launched in 2009 as a joint initiativaiargdto reinforce the political

association and economic integration of six Eastern European and South Caucasus partner éountries:
1 Armenia

Azerbaijan

Belarus (suspended its participation in June 2021)

Georgia

the Republic of Moldova

Ukraine

= =4 =4 4 =4

508.6
27,300
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3,700

Population GDP
(million inhabitant) (per capita in €)

Il European Union
Eastern Partnership countries

Source : Eurostat

——
| p
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o e :

MOLDOVA -hr%/\g
GEORGIA W
ARMENIA

Imagel - Map of Eastern Partnership countries

3 https://www.consilium.europa.eu/en/infographics/towardstrongereasternpartnership/
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3.2 Water sector

Water is a key resource for the sustainable economic and social development and is becoming a
popular topic in EaP countries. Freshwater resources are used by induatgigsulture, households
among others. However, growing pressure on water resources in EaP is affecting the availability of
water and its quality. The majority of the water resources in the EaP are of thelhcamslary nature

i.e., Nistru River shared oldova and Ukraine or Dnieper shared by Belarus and Ukraine and often
cause tensions between bordering countries. Therefore, an appropriate management of water
resources at regional level is strongly needed. Since the past few,y€aPs countries have
demonstrated their willingness to improve their approaches towards water resource management in
line with theEUstandards, including, but not limited to:

1 Water Framework Directive (WFD) and other relevant wagdaited directives,

1 EU MarineStrategy Framework Directive (MSFD),

! United Nations Economic Commission for Europe (UNECE) Convention on the Protection and
Use of Trardboundary Watercourses and International Lakes (UNECE Water Convention) and
the Convention on Environmental Impact Assment in a Tranboundary Context (Espoo
Convention).

Progress has been made in a number of areas, specifically through dedicated support of EU regional
projects, notablythe Support to the EU Water Initiative in Eastern Europe, the Caucasus and Central
Asia(20122016, EUR 3.2 million); thenvironmental Protection of International River Basi{&012

2016, EUR 7.5 million) and the projéetproving Environmental Monitoring of the Black S¢2013

2017, EUR 3.78 million).

Ratification of the MultilateraEnvironmental Agreements mentioned in the previous paragraph has
progressed (and negotiations with countries that have not yet signed the UNECE Water Convention
are ongoing. Implementation cooperation on trabsundary river management is now being
establshed at least at pilot basin level between some of the countries along the lines of the EU WFD.
Under the EPIRB project, specific support is provided for the implementation of countries' obligations
on the EU WFD and the Danube Convention.

Problems and challenges in water sector in EaP countries

Although there is broad awareness raising and the support of numerous development partners is
substantial, the EaP countries still face important challenges on policy and implementation of efficient
water resources management.

1 Water quality and quantity problemsexist. Water quality is largely affected by direct
discharges of untreated municipal and industrial waste waters and other pollutants. Pesticides
and fertilisers used in agriculture, minirajl, production, transport and food industry are other
key sectors affecting water quality and their negative effects are worsened by emissions from
landfills and illegal dumpsites These results in rapidly deteriorating water resources, with
considerable consequences for ecosystems, economic development and human health.
Regardingvater quantity, access rates to water services and sanitation are high throughout
the region, especially in urban areas. These factors are supplemented by unregulated water
use andncreasing water demand for domestic and industrial use, agricultural production and
energy generation.

1 Existing infrastructure for waste and water collection and treatment in the region need to
be upgradedand their capacity expanded. Allocation prifegpshould be further developed
and incentives for water use efficiency identified and implemented, using a mix of policy
instruments. Distribution networks are generally deteriorating with declining water quality
and significant grid leakages as a result.
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1 Natural and manmade disasters(floods, heat and cold waves, earthquakes, forest fires,
AYRAZAGNRLFE OFGFadNRPLKSEX0 6KAOK YIreéd tSIR G2
destruction of costly infrastructures and negative impact on the economic grcaath
potential for sustainable development of the countries affected. Climatic variability and
change further enhances the water stress. When traoandary river basins or lakes are
concerned, activities in the upstream countries affect both quantity quality of the water
available for the downstream ones.

In the EaP region the only international convention for the management of specificlicamzlary

river basins is theDanube River Protection ConventioAs a consequence, the International
Commission for the Protection of the Danube River (ICPDR) is the only international river basin
authority in the East.

3.3 Energysector

For most of the EaP countries, energy reducthigh on the political agenda as they are often highly
dependent on expensive imported gas, which places a heavy burden on their economies. At the same
time, decentralisation efforts in recent years have led to increased responsibilities at locahleugh

not always accompanied by the necessary financial support. Investing in local authorities will make
economies more competitive, leading to local job creation and economic growth.

The Eastern Partnership includes interconnectivity in energy aadsport, energy efficiency,
environment and climate change as one of its four thematic cluster priorities.

The objective is to support partner countries on their way towards adaron economy. The work
is guided by the 2020 deliverables andasried out in the multsectoral Platform 3 and in the Eastern
Partnership energy panel as regards cooperation in this specific area.

The energy work programme for 202819 involves finding ways to stimulate the construction of
missing infrastructure lks, bring partner countries' energglated rules more in line with EU rules,
promote energy efficiency and renewable energy as well as nuclear safety and work on conventional
and unconventional oil and gas resources in the safest and most efficient way.

The regionaEU4Energy programnams to improve the quality of energy data and statistics, shape
regional policymaking discussions, strengthen legislative aggliatory frameworks and improve
access to information in the partner countries. The implementing partners are:

1 the International Energy Agency

{1 the Energy Charter Secretariat

1 the Energy Community Secretariat

One of the more promisinstrategies for EaP countries rests with a reliance on the energy sector. And
although the six Eastern Partnership countries are characterised by a wide variance in energy profiles,
Georgia, Moldova, Ukraine and Belarus stand out as strategic energy staisit. While Azerbaijan

is the leading energy producer among the group, Armenia has an operational nuclear power plant,
allowing it to export electricity.
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3.4 Wastesector*

2 A 0K U KnSakeusddisjo&elJ2 £ £ dzi S¢ | LILINR I OK OdzNNFBrstégie2 R2 YA
around the globe, excessive amounts of generated waste have posed a great challenge to most of the
g2NX RQa SO02y2YASad 'G GKS alyYS GAYSIT 6A0GK Ylye vy
this linear model is supposed to be replaced Ky& OA N dzf | NJ 2-ysSreugereingke 4 KS aY
NEO&Of S¢ LI NIRAIYOD

Although in the EU, significant progress has been achieved with respect to minimizing the volumes of

the disposed waste, this advancement has not been of similar magnitude in the Eaaterarghip

countries. Prior to the COWI® crisis, all the EaP nations were identified to have similar challenges in

the waste and water sectors. In particular, all the countries experienced low integration of the separate

waste collection, sorting and cgcling practices into the general waste treatment system.

Though the EaP countries share similarities pertaining to the joint Soviet legacy, their current waste
management systems happen to be at different sustainability and efficiency levels. Foca)stduile

such countries as Belarus achieved significant practical progress in the field of separate waste
collection, Georgia, Moldova, and Ukraine are more progressive in terms of synchronizing national
waste management legislation with the European offethe same time, such issues as illegal waste
dumping still appear to be present in all EaP nations despite the general attempts to eliminate it.

4 Waste and Water Management in the Time of COQIBDA Tale of Si€ountries (EaP CSF COYIDPOLICY PAPER)
https://eap-csf.eu/wpcontent/uploads/WasteandWater-Managementin-the-Time-of-the-COVIBE19. pdf

18


https://eap-csf.eu/wp-content/uploads/Waste-and-Water-Management-in-the-Time-of-the-COVID-19.pdf

4.Republic ofMoldova

4.1 General info, access tthe market

The Republic of Moldova is a country lying in the nadistern corner of the Balkan region of Europe.

Lda OFLAGIE OAGeE A& -cénkahpark of thelzbuntfry2MbldavSiRboungled iyK S & 2
Ukraine to theNorth, East, andSuth ard by Romania to th&Vest. The bulk of the Republic lies

between the great meandering Prut and Dniester rivers.

A) Facts and figures

Capital | KAUAY Ndz 60 & vy
Population, 2019 3.55 million

Area 33,847 km?2

Major languages Romanian, Russian, Ukrainian
Currency Lei, 1 EUR =19.5 MDL

GDP, 2019 $10,262 billion

GDP per capita at PPP, 2019  $13,574

Life expectandy 72

a) Geography

UKRAINE

ROMANIA

Image2 - Republic of Moldova&ncyclopaedia Britannica, Inc

The country has an average elevation of 147 meters, alternating between hills, valleys and plateaus.

5 hitps://invest.gov.md/en/moldovaat-a-glance/
6 hitps://data.worldbank.org/indicator/SP.DYN.LEO0O.IN?locations=MD
7 https://www.britannica.com/place/Moldova#ref42805
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The Dniester River and the Prut are the two main waterway of the country, making for the most part
of the north of the country a very highly fertile sédl grow grain, tobacco and sugar beets. The
southern part of the country, although less fertile, still grows grapes and sunflowers.

The historical past of the territory has affected the quality of the water, when, during the Soviet period,
the excessive se of fertilizers, pesticides and herbicides, contaminated the soil and the groundwater.

b) Regional structufe

The Republic of Moldova is organized into 32 districts, 5 municipalities (Chisinau, Balti, Tighina,
Tiraspol, Comrat) and 2 Autonomous TeriidiJnits (Gagauzia and Transnistria).

CNF YAYAAAGNRTF T 2FFAOAIEEE ! RYAYAAGNT GADS ¢SNNRG
disputed regarding its status: the local government considers that is it an independent republic named

G ¢ NI yAaryWA daali2NJR2 @'y wSLJdzof A0 X gKAES GKS ylLraAz2yl €
considers the territory an Autonomous Territorial Unit.

a) Political situation

Since its independence from the Soviet Union in 1991;Ruesian and pr&uropean parties have

disputed and separated the country into two camps. The current president, Mrs Maria Sandu, is pro
European and has conducted a political strategy to bring closer together the EU with the Republic of
Moldova. Her victory in 2020 of theresidential election added with the 2021 parliamentary win of

her proEuropearPt NIié 2F ! OdAz2y FyR {2f ARFNAGE o6t! {0 SELN

Timeliné

1918- Following the Bolshevik revolution in Russia, Bessarabia declares independence. Its patliament
calls for union with Romania.

1920- Treaty of Paris recognises union of Bessarabia with Romania. The Bolsheviks do not.
1924 - Moldovan Autonomous Soviet Salist Republic established east of the Dniester river within
Ukraine.
1940- The Soviet Union annexes Bessarabia and combines it with most of the Moldovan Autonomous
Soviet Socialist Republic to form the Moldavian Soviet Socialist Republic.

1941-1945- Romania reestablishes control after its ally Nazi Germany invades the Sdwaien until
the end of the war, when the Soviet Union regains control.

Late 1980s Resurgence of Moldovan nationalism in the wake of the Gorbachev reforms in the Soviet
Union.

1990 - Moldova declares sovereignty. The Trddsiester region declares indepdence, which the
Moldovan government refuses to recognise.

1991 - Moldova declares independence. It joins the Commonwealth of Independent States, the
successor to the Soviet Union.

1992- Russiarspeaking nationalist fighters patrol streets of the gwifclaimed Tran®niester region
1997- Negotiations resumed with Trafi3niester. Agreement is signed granting further autonomy and
calling for more talks.

8 https://moldova.md/en/content/adminktrativeterritorial-organizationmoldova
9 https://www.bbc.com/news/worldeurope 17601579
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1998- Elections see communists emerging as the biggest party, but a centrist, raforded coalition
forms the government.

2001 February Elections see the communists under Vladimir Voronin win just over 50% of the vote.
2009 September Four prowestern parties form coalition government. Liberal Democratic Party
leader Vlad Filat becomes prime minister
2014 June- Moldova signs association agreement with the European Union, prompting Russia to
impose import restrictions on the country's agricultural produce.

2014 November National Bank uncovers official inaction over embezzlement of $Amout 12.96
of annual GDPfrom the banking system, prompting a major political crisis and credit crunch.
2016 November Pro-Russian candidate Igor Dodon beats-fitaropean candidate Maia Sandu to win
the first direct presidential election in 16 years.

2020 Novemler - President Dodon loses his-edection bid to his former opponent Maia Sandu.

b) Economic overvie

I O0O2NRAY3I (2 GKS 2 2 NI Rgrossdgriestic pradidcRavitl bveraged ajoyitdz £ D5
4.2% from 2016 to 2019. Due to the impact of the C@Mpandemic, GDP growth declined by 7% in

20201

az2f R20FQa SO02y2Y@ A& adzZlJlR2NISR 6@ no CNBS ¢NI RS
1 billion consumers. Among others, the Agreement with the EU, the Commonwealth of Independent
States, Centraturopean Free Trade Agreement, Turkey and member stated of the Organization for
Democracy and Economic Development (GUAM). The geostrategic positioning of the country puts
Moldova at the gateway between East and West.

The EU stands as the highest parao2 f R2 g Qa SELRZNIA&A FyR oA3385ad G NJ
I 002dzy i SR FT2NJctm: 2F a2f R20IF Q&4 SELRNIA YR pw: 2

/| KAaAyldzz GKS OFLRAGIEX g2y GKS a9YSNHAYy3I OAadGe 21
conferences in the fieldf Business Process Outsourcing & Shared Service Qeatre 9 9 . dzA Ay Sa
{ SNBAOSaA {dz¥YYAld YR ! gFNRA HnuHnéd az2f R2OI NI yla
.yl NBLERNIL a9l aS 2F R2Ay3 0dzAAYSad HAHNED

c) Macroeconomic overview

The communist erai | ¥ a2f R20F Q4 AYRdZAGNALIE LI GGSNY RAGSI
transport and building were rebuilt. After the independence of the country, the government began a
gradual transformation of the country to shift from a centrally planned economyatde/ a market

economy. A vast programme of privatizations began with distribution of ownership vouchers of former

state enterprises to the public. Although the programme was ambitious, the reality was slow to put

into practice due to the lack of foreignviestment, corruption matters and economic pressufes.

Fast forward to today, despite having solid economic performance measured over the last two
decades, the country remains as one of the poorest countries in Europe.

10 hitps://www.worldbank org/en/country/moldova/overview#3
11 https://www.worldbank.org/en/country/moldova/overview#1
12 hitps://www.britannica.com/place/Moldova/Economy
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The population and settlement pattes have changed in the last years and has affected the economy:
while the young generation (youngorkers and students mostly) have left the country towards
western neighbouring countries, the rest of the generation is aging, resulting in a low proguctivi
growth and dependency to pensions and social assistance for the-ioa@me of the population. It is
estimated that at least one million Moldovan citizens live abroad.

d) Foreign direct investmef?

Despite the instability of the political climate prito the 2020 Presidential election, the economic
performance of the country is improving and makes it attractive for Foreign Direct Investment (FDI).
The rate of inflows increased from 2.7% of GDP in 2018 to almost 5% in 2019, making it the second
highest h Eastern Europe and South Caucasus region (EESC).da@®&)3he majority of FDI inflows

was marketseeking investment in netradable sectors, such as banking and transportation. The
National Strategy for Investment Attraction and Export Promotion 20A@0 identified a need for
increased efficiencgeeking FDI, and the low investment taxes and cheap labour costs are increasingly
attracting such investment. The main g¢gts are services, such as business process outsourcing and
G2dZ2NAAYZ FYR YIFydzFl OGdzZNA Yy IS ¢ KA @ industrial dsfilRgg@NLIA Yy S
Employment in the automotive industry is growing; the country is a strong secrdl thirdtier

supplier of car parts, concentrated in the free economic zones and attracting mainly Japanese and
German investment.

a) Relations with the EU

{dzalill AyAy3d (GKS SO2y2YeéQa NROdzald D5t 3daRddyindk oA f €
economic integration. The EU Association Agreement and the Deep and Comprehensive Free Trade
Area (DCFTA) have opened a range of opportunitie€.S 9! I OO02dzyia F2NJ pm> 27
GNJ RS YIF{1Ay3a GKS 9! a2 Vitege®sh @4 ob MoRia/&ndeliports Bk RS LJI
destined to the European market. Moldova is thé"®! (NI} RS LI} NI Yy SNJ I yR OdzY dz
2019, which showed an increase of 40% since 20The main EU imports from Moldova are electrical
machinery andequipment, clothing and oil seeds.

EU-Moldova: Trade in goods

4

| I I I

0
2018 2019 2020
‘Vears

Eilions

EU imports @ EU exports @ Balance

Image3 - EUMoldova: trade in goods

The Republic of Moldova is ranked the most diversified in the EES@gab according to the
merchandise concentration index for exports.

13 hitps://unece.org/fileadmin/DAM/ceci/icp/Capacity building/IPO_launch/IPO_2020 7 MOLDOVA.pdf

14 https://ec.europa.eu/trade/policy/countriesand-regions/countries/moldova/
15https://tcdata360.worldbank.org/indicators/conc.dvsct.idx.ex?country=MDA&indicator=3000&viz=line_chart&years=199
5,2017
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b) Selected country profiles of the Republic of Moldova published by international
organizations

Amnesty International: Moldova

Amnesty International is a negovernmental organization focused on human rights.
BBC Country Profile: Moldova

Country profiles by the British public service broadcaster.

Background Notes: Moldova

GlobalEDGE: Moldova

Moldova ranking by the Global business knowledge portal.

OEC: Moldova

The Observatory of Economic Complexity provides the latest international trade data.
The World Factbook Moldova

The CIA World Factbook Moldova Page.

Reporters Without Borders: Moldova

RSF (Reporters sans ftigmes) is an international NGO that defends and promotes media
freedom.

The World Bank Moldova
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4.2 \Water sector

Although access to clean water ahgigiene is a precondition for a healthy life, it is estimated that
around 25% of the incidence of gastrointestinal diseases are caused by water in Moldova. Due to the
lack of investment and poor maintenance in the past 20 years, at least half of thexgxistter and
sewerage infrastructure is in significant need or repairs and/or rehabilitation. Issues with access to
infrastructure and the quality and safety of services providecdur, especially in rural areas.

In urban areas, ogl71,6%of residants have access to centralized water and only 63% to sewerage
services. This rate is even lower in villagds9%and0,3 %respectively. Generally, almost 44% of the
population does not have access to clean drinking water. It is estimated that e8@fasof wells, which

most of the time are the main source of water in villages, do not meet safety standards. Samples of
water supplied in school measured that it exceeds the maximum permitted concentration of chemicals
in 54% of cases.

Data from 2019 show/that in Moldovan average, 17,7% of the population has access to sewerage
network: 47% in urban areas and only 0,3% in rural aféas.

In order to restore and develop water supply and sewerage systems to provide good quality services
to consumers, solving problems related to the rational use and preservation of water resources,
environmental protectionthe Government of the Republic of Moldova by Decision no. 1406 of 30.12.
2005 approved th&Vater Supply and Sewerage Program of the localities of the Republic of Moldova
until 2015

In order to establish the priorities for the implementation of the respective ProgthenGovernment

of the Republic of Moldova by ¢hDecision no. 662 of 13.06.2007 approved $ieateqy on water
supply and sewerage of localities in the Republic of Moldé&eceording to the provisions of this
Program, the prolems related to the water supply of 43 urban localities (municipalities and cities)
with a total population of about B million inhabitants were to be solved, and 556 rural localities
(villages and communes) with a population total of ab®utmillion inhabitants. In order to carry out
the Programme according to the calculations, financial means in the amouritGHtllion lei €2585
million) are required, including:

9 for urban localitiesg 4.097 billion lei €204.85 million), of which 217 billion lei €12585
million) for the rehabilitation of water supply systems58 billion lei €79 million) for
sewerage systems;

9 for rural localities 1067 billion lei, of which 718 million lei €53.35 million) for water supply
systems and 358 million lei €17.675 million) for sewerage systems.

Funding sources are divided as follows:
9 for urban localities 31% of the account of budgets of all levels and 69% of the account of
credits and grants offered by international financial organizations;

16 https://www.md.undp.org/content/moldova/en/home/sustainablelevelopmentgoals/goal6-cleanwater-and
sanitation.html|

17 prentation doneduringthe disovery visit done in Moldovan the 25" of October during the event organised
by the French Ambagén Moldova on Waste Water arldtercomunality.
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9 for rural localitiesg 28.3% of the account of budgets of all levels, B4 of the account of
credits and grants offered by international financial organizations and 10% of the population
contribution. All these actions will contribute to the considerable inceeaithe quality of life,
to the development of the economy and to the increase of the welfare of the population.

Out of the total number of 1632 localities in the Republic of Moldova, 1055 localities currently have
drinking water supply systems, includiBgnunicipalities, 52 cities (100%) and 1000 rural localities,
representing 61.3% of their total number. Out of the total population of 3560.4 thousand in the
republic, 1562314 inhabitants have access to public water supply systems. The number of the
population that will benefit, annually, from the access to the water supply and sewerage systems, are
respectively 450 thousand and 380 thousand people. These figures have been calculated based on
the provisions of the Millennium Development Goals, proetbby the United NationdJN) by which

by 2015 the number of people without sustainable access to drinking water supply and sewerage
systems will be reduced by 50 %.

Currently, 623 localities have public sewerage networks, including: 3 municipalitisiie52565 rural
localities. The communal sewage system of the localities of the Republic of Moldova consists of 464
treatment plants, 557 pumping stations and sewerage networks with a total length of 2966 km. Of the
total volume of wastewater dischargad 2010, 585 million m3 were conventionally pure (without
treatment)- 552 million m3, and 116 million m3 were normatively treate&s a result of the allocation

of insufficient financial resources from the national budget, the development of water supahgd
sewerage infrastructure in the country takes place mainly with the support of Development
Partners.A number of water supply and sewerage projects financed by foreign investors are currently
being implemented. Thus, Moldova benefits from financialstaace in the field, from development
partners and financial organizations operating in the coufitry.

In Moldova, the main procurers are represented by state authorities (local and central public
authorities), which often are supportday international donors like the EU, GDEutsche Gesellschaft

fur Internationale ZusammenarbgitWorld Bank, EBRIPEuropean Bank for Reconstruction and
Development)o implement projects related to water management.

In 2000, was founded the Associatidiloldova ApaCanaé ¢ KA OK A & Jcomdetcialdzy (0 | NB
organization uniting enterprises providing services of water supply and sanitation in Moldova. The

main objective of the association is torovide assistance to the companies active in water
management during the production process, the technical and commercial activity, as well as lobbying

their interests with the central and local public authorities.

¢KS o0FaArod 202SQhded®ldove® ¥ G KS ! ISy Oe &

1 Implements the state policy in the field of water management and water improvement, water
supply and sewerage, participates in the elaboration of legi®aand normative acts and
policy documents in the field of protection of localities and agricultural lands against floods
and subfloods, as well as water supply systems and sewerage;

9 elaborates and plans the measures for the protection of aquatic ressursimultaneously
with their management, including the management of the water supply and sewerage systems
of the localities from Moldova;

18 http://www.apelemoldovei.gov.md/libview.php?l=en&id=257&idc=124
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1 elaborates the management plans according to the hydrographic basin principle;

1 ensures the implementation of the biasprinciple of water management, satisfying the needs
of the population and economic agents in water supply and sewerage services, by coordinating
the activity of enterprises and organizations in the field;

9 ensures the realization of the measures deriviirgn the interstate collaboration in the field
of water resources and the attraction of investments in the construction of water supply and
sewerage objects, water management and hydrprovement;

9 undertakes the necessary measures related to the implesat@n of the provisions of the
Concept of the national policy in the field of water resources, the Concept of the National
Geographic System, the Framework Directive and other acts dEtha the field of water;
National strategy in the field of drinkgnwater supply and sewerage.

The following scheme summarizes the organisational structure of water management in Mdidova

National Ministry of Ministry of Lﬂ':fggbﬁ: Apele
level Construction Environment Administration Moldovei

National .
National
R E""i;%ry Institute of
Agency Public Health

Finances Controls extractions  Discusses policies Implements Approves revised Controls drinking
investments and discharges policies tariff proposal water quality

Regional |

level \l/

Owns, governs

Local Consents to tariffs Water/sewer
level } company

regulation
- policies

- investments

w - T 3

- service provision

Image4 - water services sector organisation

Below are described a few relevant water asahitation projects implemented in Moldova with
external assistance from international organizations:

Project linter-municipal water management along the Dniester River

Commissioned by: Germandezal Ministry for Economic Cooperation and Development (BMZ)
Country: Republic of Moldova

Lead executing agency: Bureau of Reintegration at the State Chancellery of Moldova

Overall term: 2016 to 2021

Context

The Dniester River and its tributaries condtitthe major drinking water reservoir of the Republic|of

Moldova and Transnistria, the region that broke away from the rest of the country in the early 1990s.
They are the main source of water supply for agriculture, industry and the two million inhabiént
the eastern part of Moldova, including Transnistria. The wastewater discharged from the dilapidated
and inefficient infrastructure on both banks contaminates the river, thedeHning capacity of which
is weakening due to the structure of the ribed and the poor oxygen balance.

Improving the water supply and sanitation (WSS) infrastructure would serve to protect water resources
and soils along the Dniester in the long term. However, it requires not only enormous investments but
also cooperation between the communities, towns and cities under Moldovan and Transnistrian

19 https://sos.danubis.org/eng/countnotes/moldova/
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administration. In particular, the Organization for Security anebferation in Europe (OSCE), the
Meseberg initiative of the German Government and diverse EU actividge sought for many years
to mediate and develop confidendmiilding measures with a view to resolving this conflict.

The lack of financial resources and constructive imtemnicipal cooperation coupled with th
inadequate capacity of the WSS operattrsieliver efficient, citizeroriented services are obstacles

to improving the relevant infrastructure. The Moldovan Government considers the political, social and
health impacts of the poor water supply and sanitation services in the region as a pewéppment
challenge. This view is shared by the development partners in the country and is reflected|in the
substantial assistance accorded by the donors in the WSS sector.

Objective
The institutional framework for intemunicipal management of water resrces has improved.

Approach

The project was developed on the basis of a feasibility study conducted by GIZ covering 24 urban and
rural settlements with some 76,000 inhabitants on both banks of the central Dniester basin in
Moldova.

Synergy is created through the project activities and the confiddnileling process between th
Government of Moldova and Transnistria authorities, facilitatetheyOSCE. The project also supports
Moldovan institutions in meeting their commitments tmprove the protection of biodiversity in th
Dniester and Black Sea areas, and in tackling the relevant environmental measures at regional
level.

The project assists with the losigrm realisation of a change process in the WSS system in ttenregi
by means of participatory development, good governance and dialpgomoting measures, on th
basis of enhanced intemunicipal institutional frameworkst is aligned to the requirements of the
National Strategy for Water Supply and Sanitation (20028), which is the fundamental policy
document for the sector.

The project operates in three areas:

1. Confidencéduilding through intermunicipal cooperation in water resource management. This is to
be achieved by means of a better understanding of ptitds and expectations of all stakeholders, as
well as of the current obstacles and challenges facing cooperation. To this end, the project uses
methodological tools, consultations and dialogues designed to identify strengths and potenti
building tust. It also helps to establish joint monitoring systems for the implementation of-inter
municipal action plans and environmental protection activities.

2. Strengthening the capacities of public utilities for improved water supply and sanitation services.

This is to be achieved through a capacity development programme for the Local Public Administrations
(LPAs). The WSS operators need to upgrade their skills in order to perform proper management,
operation and maintenance, especially when new technolog@s wastewater treatment ar
introduced. The balanced participation of the two sides and the various ethnic groups in the capacity
development process will ensure the transparency of decisions taken and joint ownership of the
development process.

3. Develojng investment packages for improved water supply and sanitation services. The project is
helping to devise a system to prioritise in a binding manner investments and other measures geared
to the technical and institutional development of financially sustdle water supply services and
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adequate wastewater management in the project area. By presenting investment needs
development prospects clearly, the project also aims to contribute to the dialogue with pote
development partners in the WSS sector

Results

Environment and trusbuilding. An action plan has been developed for the joint environmental

working group. For the first time since 1992, Transnistria also took part in training for staff from
water companies.

Joint planning. In six workeps with 72 participants, 16 strategies for developing the local water se
were developed and adopted by the municipalities.

local

ctor

Developing the skills and capacity of the WSS operators. Business inventories were carried out|at three

of the operators. Fivéhree-day training courses were held for operating staff.

Investment planning. The joint steering committee has prioritised 18 investment packages; 12 have
been prepared. Implementation for an Euhded project in Ustia has been planned. Three direct

measues for infrastructure (including pumps) were agreed on together.

Project 2Modernization of localpublic services

Since 2010, GIZ has been implementing the projtddernisation of Local Public Services in the
Republic of Moldov&(MLPS) under the commission of the German Ministry for Economic Cooperation

and Development (BMZ). At the beginning of 2016, the implementation of the 2nd phase of the
project commenced. The project builds on the results of the first phase and deadéine for project
implementation 12/2021. For the activities to the EU Action for Construction of WS®rangdy

efficiency EBA Y F NI 2 G NHzOG dzNBX GKS LINB2SOG 6+ a SEGSyY

is the improvement of the frameworkoaditions for a citizeroriented implementation of regional
development policy in priority sectors of local public service provision.

The project works in three priority sectors:

1. water supply and sanitation (WSS),

2. energy efficiency in public buihdys (EE), and
3. solid waste management (SWM).

The MLPS project is implemented in synergy with twellded Actions: Construction of WSS and
AYFNI aGNUzZOGdzNB YR [/ AGAT SyQa 9 YL g SeNdr & i
stakeholer approach to improve the framework conditions for the modernisation of local pu

MLPS

¢
(p))
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blic

services in the priority sectors. Measures to improve local service delivery are part of a comprehensive

5-pillar approach for capacity development in (i) establishinggrated local planning procedures, (ii)

establishing inteimunicipal cooperation structures, (iii) assisting in the institutionalisation of adapted
trainings and education for service operators and local authorities, and (iv) implementation of
awarenessaising and mobilisation policies for citizens. The complementary funding of infrastructure
projects via funds from the EU, Switzerland, Romania and the German Regional Development Fund

represent the fifth element (v) of the approach. To implement the itwesit measures, partner

systems are used as far as possible, thus avoiding the creation of parallel implementation structures.

The tenders published within the project are published on the \pabe:
https://www.serviciilocale.md/en/categorie/tendere/
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The following graphigives an overview of the market shares of water management in Moltfova:

52 Municipal
companies
43%

Self-provision

57%

SOURCE:RZS 20128

Image5 - water services provider types and mark
shares

The water sector in Moldova encounters many challenges, such as:

9 Access to safe drinking water and proper sanitation
0 Inrural areas: 1.5 million inhabitants do not haezess to piped water, 1.8 million to
flush toilets
o0 Inurban areas: extensions to existing systemsgiarove their reliability and efficiency
are needs to provide health benefits to the population
1 Financing upgrades of the sector infrastructure
o tisa@lGAYFGSR GKIG eTtnp YAfTtA2Yy @Aff
I2PSNYYSydQa adaNraGsS3ae 2y GKS g+ SN
1 Addressing affordability issues
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4.3 Energysector

a) Traditional energy*

The Republic of Moldova is highdependent on imports of electricity and gas; the country is in fact
producing only about 20% of its annual electricity consumption. The country has one hydropower plan,
the Costesti Hydropower plant. Imports from Ukraine of electricity represent thenagf its supply.

wS3IIFNRAY3I 3IALAaxX a2t R2@FQa AL & O2yadzYLiAz2y NBfASa
company Moldavskaya GRES (MGRES) is active in both energy sources and accounts for most of the
O2dzy i NEQad SySNHe& o

Gas supply shock risks the country are high and previous experiences have shown failures to the

current system. For instance, since most of gas is supplied from Russia, through Ukraine, in 2006 and
2009 when the two countriesxperiencedolitical disputes, Moldova was leftithout gas supplies for

20 https://sos.danubis.org/eng/countanotes/moldova/
21|EA (2020), Moldova energy profile, IEA, Fatiss://www.iea.org/reports/moldovaenergyprofile

29


https://sos.danubis.org/eng/country-notes/moldova/
https://www.iea.org/reports/moldova-energy-profile

several week&. In order to prevent such events, the country has decided to diversify its gas import
sources, building the new lasingheni pipeline with Romania which is be expected to supply all of the
O2dzy G NBE Qa 3 Iptifor RSTrangfiftriam régio).Russian gas impaitscontinue, but at
smaller volumes.

Rehabilitation of the current network of energy infrastructure is ongoing and funded by international
donors such as the BB the European Investment Bank (EdBY the EC Neighbourhood Investment
Facility (NIF).

b) Renewable enerdgy

The potential of renewable energy sources (RES) of the country is not fully exploited, specifically
regarding wind and solar sources.Sy Sgl 6f S& NBLINBaSyd wm: 2F az2f R2
almost fully of solid biofuels (19% in 2018).

2 AG0K GKS O2dzyiNEBQAa AYy(iSyaAa@S | ANAROdz GdzNI £ | OGA O,
RES, with a potentido extend it for energy production.

Taking into consideration the Survey on energy Consumption in Households conducted in 2016, more
GKIFIy o 2F GKS SySNHeée 02yadzySR Ay az2fR2@GF A& @3N
(biomass).

Moldova's renewable energy share in 2018 vs renewable energy target

Renewable energy sources (RES) sectoral contribution 2018 (%) Target (%)
RES in heating and cooling 44.96 27
RES in electricity 2.59 10
RES in transport 0.27 10

Overall RES share (%) 27.46 17

Image6 - Moldova's renewable energy share in 2018 vs. renewable energy target

According to the latest statistical data available at the moment (2019), the Republic of Moldova has
already surpassed the global target set for 2020 in the field of renewable energy, with a share of
renewable energy in gross final energy consumption efr @8.8%, compared to the global target of
17%. However, the share of final consumption of electricity from renewable energy sources in gross
final consumption of electricity (GHEE) is more modest, with only 3.0% of the minimum 10% non
binding 2020 targebeing achieved*

22 https://e c.europa.eu/commission/presscorner/detail/en/IP_09 38

23 |dem, https://www.iea.org/reports/moldovaenergyprofile/sustainabledevelopment

24 https://particip.gov.md/ro/document/stages/proiectutiefinitivat-al-hotararirguvernuluicu-privire-la-
aprobarealimitelor-de-capacitatecotelor-maxine-sicategoriilorde-capacitatein-domeniutenergietelectrice
din-surseregenerabilepina-in-anuk
2025/8526?fbclid=IwAR2eh8WJfXZBTC9wXZ4bAhz4dDymNeTMF2aSXL5apWlenH7CKhIENsS1XYM
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https://particip.gov.md/ro/document/stages/proiectul-definitivat-al-hotararii-guvernului-cu-privire-la-aprobarea-limitelor-de-capacitate-cotelor-maxime-si-categoriilor-de-capacitate-in-domeniul-energiei-electrice-din-surse-regenerabile-pina-in-anul-2025/8526?fbclid=IwAR2eh8WJfXZBTC9wXZ4bAhz4dDymNeTMF2aSXL5apWIenH7CKhIENsS1XYM
https://particip.gov.md/ro/document/stages/proiectul-definitivat-al-hotararii-guvernului-cu-privire-la-aprobarea-limitelor-de-capacitate-cotelor-maxime-si-categoriilor-de-capacitate-in-domeniul-energiei-electrice-din-surse-regenerabile-pina-in-anul-2025/8526?fbclid=IwAR2eh8WJfXZBTC9wXZ4bAhz4dDymNeTMF2aSXL5apWIenH7CKhIENsS1XYM

w ¢KS [ ¢ 2aw N9 & ORRESON Endures liberalisation of the electricity market

FYR GNryalLlasSa ff LINAYOALX S&a FyR Nz Sa 2F (GKS
sets the rules for businesses in the power field, especially regarding mandatory requirements in
unbundling. In addition, this law ensures that all final customers are eligible to buy electricity from any
generator or supplieg although as yet no one haxercised the right to switch providers.

'daY

w ¢KS [ g 2hawbd 1D8zN2P7{05.2D)hEodudces similar rules for liberalisation of the
natural gas market. In particular, it sets out the unbundling requirements and envisaged derogation
for the Moldovagaz JSC and its subsidiary companies, owned by Gazprom.

w ¢KS [ I ¢Lad Mo. 7y B NBR20)d@rovides a set of rules for all operators in the energy
field, as well as for endsers of energy resources. It also consolidates the independence, authority and
transparency of the National Energy Regulatory Agency (ANRE). The law establishes al#mesme

and principles regarding the functioning of the ANRE, including: appointment and mandate of a
director; budget formation and related financial management principles; and other provisions aimed
at creating a healthy and favourable environment wittlie energy sector, focused both on attracting
investment and on the supply of reliable, qualitative and affordable services tauser.

w ¢KS [F¢ 2y 9ILMG\NNHBI 001P.F7RM)chyolates thé national institutional
framework capacities for implementing energy efficiency policies and developing relevant financing
mechanisms. The law also enables active participation by third parties, as it providesssamgce
framework for energy performance contracts (via energy services companies, or ESCOs) and allows
private investment in the public sector. The law contains the following pillars: implementation of the
concept of energy efficiency obligation schemegegthening the exemplary role of public buildings;
introduction of the obligation for large companies to perform obligatory energy audits; popularisation

of sustainable public procurement; and promotion of energy performance contracts as nuiiken

funding instruments for energy efficiency measures.

w ¢KS [F¢ 2y GKS tNRY2GA2Y 27F (LGN 18 & 260F.2006y S NH &
in force since March 2018pmes with new support mechanisms for renewable energy investments.
These include: feeih tariffs; net metering; and tenders. At the same time, to ensure local energy
autonomy and achieve the goal of distributed energy generation, the law supports tledopevent

of smallscale, community promoted renewable energy projects. Moreover, it provides: an obligation

by the central electricity supplier to purchase renewable electricity; guaranteed and non
discriminatory access to the grid; and priority dispatclK A f S G KS 3I20SNYyYSyiaQa S¥
mostly on the use of renewables in the power sector, the law also introduces the possibility of
importing mixed petroleum products. This would be as a first step in enabling the use of liquid biofuels,
while working towards achieving the target of 10% renewable energy use in transport by 2020. In 2018,

the government launched a comprehensive exercise to assess the costs and efforts related to reaching
the target, in parallel with developing the required legislatmn sustainability criteria for biofuels.

The Ministry of Economy and Infrastructure is in charge of developing and implementing strategies
YR LR2tAOASE NBfFISR (2 SySNB2®I adzOK |a az2f R20I C

25 hitp://www.mei.gov.md
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The Ministry ofinfrastructure and regionalevelopmentis responsiblefor developingenergypolicies
and strategies, as well as for implementing international environment treaties

The Energy Efficiency Agency (EEA) is the implementing agency under the national energy efficiency
and renewable energy programmes. It promotes investment in energy saving and renewable energy
projects, in accordance with existing government programffidse central buyer for electricity from
renewable sources is the statevned company Energocom, which is also the supplier of electricity for

all the regulated electricity companies in Moldovaolibva still has to implement the Energy
Efficiency in Buildings Directive. Climate legislation is in the process of being prepared by the Moldovan
authorities. Work on the National Energy and Climate Plan is still at a relatively early stage.

The followirg companies ensure most of the distribution/management of energy to the country:
1 Moldavskaya GREBMIGRES) in the Transnistrian region supplies 80% of the electricity.
1 MoldovaGais in charge of managing pipelines of natural gas on the West of the Dniester
River, and owns parts of ithe company is owned at 50% by Gazprom, 36.6% by the
Moldovan government and the remaining by the Transnistrian administr&tion

The following suisectors have been identified as being of high opportunity for future project
development in renewable energies:

T Small hydro
0 Only one hydro installation is currently operational: the StiGasstesti
hydropower plant (HPP) based tire Prut River
0 We can note one other HPP on the Dniester River, buydrdaduction is not feed
into the local market
1 Solar
0 The current cumulative capacity of implemented solar projects is of 4.0avalV
sourcing from roofs of industrial, private or publigilings.
0 An interactiveSolar Mapis available Global Solar Atlas, World Bank Group)
showcasing solar opportunities to the investors.
1T Wind
0 Measured end of 2019, up to 35.6 MW originatednfrevind installation source
Moldova. Neverthelessdue to technical and balancing constraints, the wind
installation currently in place can only account only 100 MW, when the technical
conditions for intermittent technologies allow 1GW.
1 Geothermal
o Due tots high price, geothermal technologies (heat pumps) only represent a small
number of projects throughout the country. Nevertheless, businesses and
individuals can switch from fossil fuels to ground heating though the financial help
of international finandal institutions (IFIs).
o The rise of tariffs of natural gas and electricity is rising the feasibility of geothermal
options.
1 Biomass

26 http://www.aee.md

2Thttps://www.eu4energy.iea.org/lists/ieasectiontempli/allitems.aspx?Paged=TRUE&p ID=29&Rirx8ow=61&&View=
%7BF6E877FE3C24829-AA9594D324B7EO0CF% 7D

28 hitps://www.iea.org/reports/moldovaenergyprofile/sustainabledevelopment
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0 This renewable source is one of the most promising due to the agricultural
background of the country. It is one of the mo&veloped renewable sectors and
has already received support from the international community. Between 2011
and 2017, thanks to EU support, more than 100 MW of biomass heating capacity
was built with more than 300 boiler units installed through the coysiule.

4.4 \Wastesector

While a UNDP report points out theGreenhouse @s emissions generated by waste are three times
higher in the Republic of Moldova than globaliyd that the sector requireéurgent interventiorg?®,
the field of integrated waste management in Moldova is only at the incipient stage.

This domain faces multiple challenges, starting with almostaxstent infrastructure, which has
stagnated long sice the Soviet period and does not meet current environmental requirements. Main
key issues include funding shortfalls, developing regulatory framework, inconsistent statistics, all these
against the background of an increase in the volume of waste gesterat

Being an area that did not benefit from financial sources according to the investment needs, it
developed very sporadically and insufficiently. However, with the signing of the Financing Agreement
for waste management between Moldova and tBHin 2019, the opportunity arose to build a system

of integrated waste management, in line withU practices. Thus, the responsibility for waste
YEYyF3aSYSyid FOGA@GAGASE tASa gAGK GKSANI ISYSNI G
the case may heo producers,

At present, basic waste management services are created mainly in urban areas and less often in rural
ones. Even those services, which exist, they do not cover all the processes of the waste management
cycle. It is largely only for collegti, transportation and storage.

At present, storage is done in a classic way, being important sources of soil, water and air pollution.

About 3 million citizens annually generate between 2,5 and 4,0 million tonnes of waste, almost all of
which is, unfortumtely, sent to 1,867 landfill$°

Nevertheless, some steps towards the improvement of the waste management system have been
taken. Specifically, specialized sanitation services executing municipal waste management exist in all
municipalities, regional céres, including small towns within the districts. In rural areas, however,
waste is mainly transported to unauthorised waste sites by the individuals who generate it, as proper
waste management services there are not organised.

Whilst the generation of muicipal waste is influenced by many factors, the most important ones
appear to be personal income, consumer behaviour, the appearance of new packaged products on the
YEN]L SG YR RSY23INILIKAO S@2fdziAizyd DNBIFGSNI S
urbanization resulted in the generation of a larger amount of waste per capita, with the one in rural
areas being normally between 0:8.4 kg / inhabitant / day and the one in urban areas being about

0.9 kg / inhabitant / day respectively (UNEP, 20162014, the total amount of solid household waste

2 https://www.md.undp.org/content/moldova/en/home/presscenter/pressreleases/202 Hiepublica

moldova-deeurileemit-de-trei-ori-mai-multe-gazec.html
30 Waste and Water Managnent in the Time of COWI®: A Tale of Six Countries EaP CSF COVHDLICY PAPER
https://eap-csf.eu/wpcontent/uploads/WasteandWater-Managementin-the-Time-of-the-COVIBE19. pdf
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generated and collected in both urban and rural areas was 2,437,943 m3, most of which went to 1,158
authorised landfills with a total combined area of 1,235.5 hectares.

' O02NRAY 3 (2 ( KManagemént in thét Republig & Mdldova: A £omparison of Rural
and Urbari NJY| although Moldova belongs to a group of developing countries according to its GDP,
it ranks among developed countries with its 540 kg average of annual municipal solid waktetjono

per capita. This amount fits into the average of 521789.2 kilograms of annually produced waste

per capita in developed countries. Of the total number of landfills approximately 473 landfills could
not fulfil the environmental standards. For cparison, the number of Moldovan authorized landfills

is twice smaller (around 1.5 thousand) and they face substantial problems such as overloading and
sanitation. However, it is especially in waste disposal storage where attention should be brought
becauseof the landfilled waste high share. Less than 2% of waste is recycled and the remaining 98%
of all solid waste produced in Moldova ends in storage places even though it contains valuable
components such as plastics, glass, paper, or metal.

From the fractional analysis of solid waste produced in Moldovan households, an approximate
representation of each component can be seen. Organic waste forms the largest part (55%) of
mentioned analysis, followed by plastics (10%), paper (7%), textilgsdbeoothers.

There exist several dissimilarities in comparison of waste management in Moldovan rural and urban
areas. An inconsiderable difference occurs in the amount of daily generated waste per capita, which is
approximately three times higher in wath areas than in rural areas. However, the same rate observed
in the capital city Chisinau is even four times higher than the average amount of Moldovan rural areas;
concretely 1.3 kg per person per day. Besides, from 60 to 90% of the urban populatiacckas to

the waste collection system, whereas only a minimum percentage of the Moldovan rural population is
covered by any waste collection, thus most people from rural areas are personally responsible for their
waste disposal. Such a marginal contragtdeen Moldovan rural and urban conditions, all previously
mentioned issues, and the fact that there is a lack of scientific articles about the waste management
situation in Moldova (the only available literature describing the situation are mainly thertseepb

GlZ.

The National Waste Management Strategy of the Republic of Moldévatates that waste
management is still a problematic issue in the country, that should be better organised and for which
legislation should be improved. Although environmental protection is governed by 35 legal acts and
more than 50 Government DecisionBgtregulatory framework for the management of waste is far
from being satisfactory, according to the Strategy, which lists the following as the main waste
legislation:

1 Law on environment protectionno.1515XIl of 16 June 1993°1515/1993

1 Law on the ecological survey and estimation of impact on the environmet.851XIIl of 29
May 1996 LP851/1996

1 Law on natural resources10.1102XI1l of 6 February 1991.P1102/1997

1 Law on the charges for environment pollutignno. 1540XIll of 25 February 1998
LP1540/1998

sLgly ltylteara 2F 2+adsS albyl3asSySyid Ay GKS wSLldzmtAd 2F az2ftR
Prochazkova, Tatiana Ivanova, Alexandru Muntean

32 https://serviciilocale.md/public/files/deseuri/2013 01 24 NATIONAL WASTE MANAGEMENT_STRATEGY_2013

27 _ENG.pdf
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1 Law on the regime of hazardous products and substances.1236XI1l of 3 July 1997
LP1236/1997

1 Governmat Decision no. 1296 of 20 November 2008 on the procedure of charging
environmental payments for import of goods which, in the process of use, cause
environmental pollution and for plastic and/or tetra pack packaging of imported geods
HG1296/2008

1 Government Decision no. 637 of 27 May 2003, approving the Rule on the Control of
Transboundary Movements of Hazardous Wastes and their Disposal, and as such transposing
the Basel ConventionHG637/2003

f Law on the Production and Consumption Waste. 1347 of 09.10.1997LP1347/1997has
been replaced by the Law of 29.07.2016 on Waste, which enteteddrce as of 23 December
2017. The law reportedly aligns the national legislation to EU provisions as stipulated in the
MoldovaEU Association Agreement. The law contains among other provisions the adoption
of the European List of Waste, but most likaty implementing regulation will be needed to
effectively introduce the List of Waste. Until effective implementation of the European List of
Waste, the National Bureau of Statistics (NBS) is using the existing national waste
classifications. The developmeof the new Waste Law started more than 10 years ago and
its adoption has been announced several times during that period. The NBS has reviewed
drafts at some stage and has provided comments, but is however not aware of the content of
the latest versionwhich has been approved, and of its impact on waste statistics.

The state institutions responsible fory waste management at local level are thacal public
administration authorities ii) drafting the regulatory framework- Ministry Environment and the
Parliament of the Republic of Moldova; §i)pervision and control of compliance with environmental
legislation by local economic agents, including in thaste management processEnvironmental
Agenciesand Inspections; iv) ensuring tlwellection and transportation of solid household waste
sanitation services, which operate mainly in urban and only in some rural localities. At the same time,
local public authorities have an important role to play iaste management, given that the results of
waste collection and disposal depend to a large extent on their ability to organise this, and on the way
in which economic agents and civil society are involved in raising financial resdurces.

An active actor in the field of waste management in MoldovaB&Dwhich implements the project
Moldova Solid Waste Project. The Project aims to improve solid waste management services in the
participating Waste ManagemenRegions across the country, establish integrated solid waste
management systems and address environmental challenges.

The proposed investment will finance priority investments to improve solid waste management
services across the country, establish insggd solid waste management systems in the participating
Waste Management Regions in line with Moldova's National Waste Management Strategy§NWM
and the country's undertakings under the Association Agreement with the EU. The Project is an
important steptowards sustainable solid waste management services in Moldova.

33 https://www.environment.md/ro/managementul_deseurilor
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The loan will be provided in several tranches. It is envisaged that Tranche 1 will be committed at loan
signing and will cdinance investments in Waste Management Reg{(@¥MR)5, which includs
Ungheni, Nisporeni and Calarasi Rayons ("WMR 5"). Subsequent tranches will finance WMRs to be

proposed by the Moldovan Government and validated by feasibility stidlies.

Strengths
9 Legal framework gradually adapted to
legislation
1 Existence of international projects financed
donor organizations
9 The Association Agreement with the §
includes obligations to improve was
management in the country> law on waste
LP1347/1997
1 NationalWasteManagemeniSrategy

Weaknesses
9 The country is still not on the track towart
transforming its economy from linear t
circular model, although efforts have be¢
made. In fact, landfilling still appears
represent the most popular mechanism
handle most types of waste irrespective of th
origin or level of hazard they represent
1 No largescale waste treatment facility ha
yet been created
9 Officially reguléed landfills do not align
with EU standards in most cases
1 low level of selective waste collection;

1 insufficient development of the recyclin
market and recovery market

Opportunities
9 Many international donors have funded ar
are still funding projects in order to impleme
the National Waste Management Strategy, 4
further more to implement the SDGs.

Threats

f The National Environmental Fund
currently only supporting the constructioof
new water supply systems, not the creation
waste water treatment plants and wast

landfills that were originally planned
1 High disparity between rural and urbg
areas in terms of waste management

o Causes illegal dumping

4.5 Brief conclusions of the facfinding mission in Moldova

On25th of October 2021, in Chisinau, Moldguavent organised by the French Embassy in Moldova

Title of the event LOCAL DEVELOPMENT: WATAKRTENTERCOMMUNALWith the participation

of relevantactorssuch as: Moldavian officials: Ministry of Agriculture (managing the water sector),
Ministry of environment managing the waste sector, mayors and international donors su&i8&xs:
World Bank, Swiss Fund, European Bank for Reconstruction and Development.

34 https://www.ebrd.com/work-with-us/projects/psd/52512.html
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The participation into this eventvhich targeted more the best practices sharing between French
organisations and local key actprgas asuitable opportunity to meet the Moldavian key players of
waste and water sectors. To find the mains issues mfikids but also understand which actors might
be responsible for public procurement in the targeted sectors.

Conclusionra2 f R2@F Qa YIAY AYFTNI adNHzOGdzNE | yR adzadl Ayl
international donors such as GIZDAWB, SDCEBRIand understand their functioning. These donors

are financing big infrastructure projects in Moldova which result in Public Procurement offers launched
for example by ADR Cenfidord and Sud agencies.

Other relevant actors to be targeted through the P2GYEST networking events might be: Apa Canal
Cahul, Apele Moldovei , S.A. Salubritate SoldaXesti
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5.Ukraine

5.1 Generalinfo, access to the market

Capital Kiev

Population, 2020 42 million

Area 603,700 km?2

Major languages Ukrainian, Russian

Currency Hryvnya, 1 EUR = 30,29 UAH
GDP, 2020 $156 billion

GDP per capita at PPP, 2020  $3,726

Life expectancy 71,8
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Image?7 - Political map of Ukraine

With an area of 603,628 kmehd a coastline of almost 2,800 km on the Black Sea to the south, the
eastern European country of Ukraine is the largest country wholly in Europe, and lies between
latitudes44°and53° N, and longitude®2°and41° E. It shares a border with Belarus, Hamg
Moldova, Poland, Romania, Russia and Slovakia, strategically situated between the EU, Russia and the
Caucasus.

The Carpathian Mountains are found in the extreme west, and a smaller mountain range is in the
Crimean Peninsula in the south. However, moktUkraine consists of fertile plains (steppes) and
plateaux, with major rivers flowing south into the Black Sea. These plains are some of Europe's best

35 https://data.worldbank.org/indicator/SP.DYN.LE0O.IN?locations=UA
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agricultural land. Indeed, Ukraine has etk A NR 2 F GKS $62NX RUad NAOKSAI
the "black earth". As stated in the Doing Business in Ukraine Guide it is estimated that Ukraine, if fully
cultivated to Western standards, could feed a fifth of the world's population, increasing its agricultural
production by over 500%, to become the Wibs leading grain exporter and a leading producer of
many other agricultural products.

Q)¢

Ukraine has a temperate continental climate with a Mediterranean climate on the Black Sea coast.
Precipitation is disproportionately distributed, highest in the wesd amorth, and less in the east and
southeast. Winters vary from cool along the Black Sea to cold further inland; summers are warm across
most of the country, and hot in the south.

b) Regional structuré

Ukraine is a unitary state divided into:
1 24 oblasts (rgions);
1 the Autonomous Republic of Crimea (illegally and temporarily annexed by the Russian
Federation in 2014); and
1 the cities of Kyiv and Sevastopol (each of which is deemed a separate administrative unit;
Sevastopol was illegally and temporarily anedky the Russian Federation in 2014).

Each oblast and both Kyiv and Sevastopol have a governor who is appointed by the President.

The Autonomous Republic of Crimea has its own constitution, Verkhovna Rada (parliament) and
government, but remains suborttte to the central Government of Ukraine.

It is anticipated that major administrative and territorial reforms will take place in Ukraine in the
medium term.

Ukraine has significant economic potential as a result of:

1 strategiclocation connecting Europe, Russia and Asian markets
1 well-educated labour force
1 large domestic market
9 00Saa G2 | G NASGe 2F NBaz2dz2NOSaz AyOf dzRA
significant coal and some oil and gas reserves
Itisgoingd KN2dzaK | RAFFAOMz G LREAGAOFE (GNIXyaarildAiAzy T2
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However, despite the difficult political and economic climate, Ukraine continues to gffenrtunities
in a broad range of sectors. Many of these involve cooperation with Ukrainian companies and
authorities.

36 hitps://www.bakermckenzie.com/enHd/media/files/insight/guides/2021/conductindpusinessin-ukraine2021.pdf
pag.1213

37 hitp://www.ukraine.doingbusinessguide.co.uk/

39


https://www.bakermckenzie.com/en/-/media/files/insight/guides/2021/conducting-business-in-ukraine-2021.pdf
http://www.ukraine.doingbusinessguide.co.uk/

a) Political situation

Ukraine is a senpresidential republic. The head of state and commariderhief is the President.

The president is lected by popular vote for a fivgear term. Ukraine's legislative branch is its

unicameral parliament, the Verkhovna Rada. The head of the government is the Prime Mister.

President of Ukrainé/olodymyr Zelensky.

Ukraine has experienced acute politicgecurity, and economic challenges during the past seven yeatrs.
{AYyOS (KS dGal ARIYyé¢ dzLINAAAYy3I Ay CSONMHzZENBE wamnI (K

including the outbreak of conflict in eastern Ukraitie.

From 2014 until 2019, the Governmisundertook key reforms, including: carrying out significant fiscal
consolidation, moving to a flexible exchange rate, reforming energy tariffs and social assistance,

enhancing the transparency of public procurement, simplifying business regulationsizstgband

restructuring the banking sector, moving forward on health and pension reforms, and establishing anti
corruption agencies. At the same time, Ukrainians continue to feel that more needs to be done to
improve governance. Lack of trust in pullistitutions remains a fundamental concern for most

people®®

President Volodymyr Zelenskyy was elected in April 2019 and in July, his Servant of the People Party

won the parliamentary elections. The resulting government, as well as the esygp@nted inMarch
2020, have both committed to an ambitious and wideging reform agend&.

Timeling*?

1918- Ukraine declares independence after Russian Revolution.
1921- Soviet rule established as Russian Red Army conquerthivds of Ukraine.

1932- At least seven million peasants perish in mraade famine during Stalin's collectivisatipn

campaign.

1941-44-! T N} AYyS adzFFSNB GSNNRO6fS 461 NIAYS RSOl &
1945- Allied victory in Second World War leads to conclusive Soviet anaexaftiwest Ukrainiar
lands.

QFaAazy

1986- A reactor at the Chernobyl nuclear power station explodes, sending a radioactive plume [across

Europe.
1991- As the Soviet Union heads towards dissolution, Ukraine declares independence.
2004- Orange Revolution mass pasits force preEuropean change of government.

2014February- Maidan Revolution ousts prdremlin government over stalled European Unjon
association deal. Russia subsequently seizes Crimean Peninsula and launches insurgency o occupy

parts of eastern Ukrak.
2019April - Volodymyr Zelensky, a comedian and actor with no previous experience in politics,
presidential election rusoff in a landslide victory.

38 https://www.nationsonline.org/oneworld/ukraine.htm

39 https://www.worldbank.org/en/country/ukraine/overview#1
40jdem

4lidem

42 https://www.bbc.com/news/worldeurope- 18018002
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b) Economic overvie\w

Ukraine has a broad (if ageing) industrial base which is strofegrious metals and chemicals. This
AyOf dzZRSa YdzOK 2F GKS F2NNSNI ! yAz2y 2F {20AS0 {20A
a welldeveloped defence and security sector.

Ukraine is a major producer afjricultural productssuch as:

1 grain
1 sunfbwer seeds and oil sugar beet
1 corn
¢KS 9! |O002dzyia F2NJ I 02 dhg Cammanwenlth of Inddgéndeyt S@tds NI R

(CIScountries account for about 20%. Ukraine has a major ferrous metal industry, producing cast iron,
steel and steel pipeand its chemical industry produces coke, mineral fertilisers, and sulphuric acid.
'Y NI AYS KIFa I ONBIFIR AYyRdzAGNALFE o6l asSsy AyOft dzZRAy3 Y

Manufactured goodsnclude:

1 aeroplanes
turbines
metallurgical equipment
diesel locomotives
tractors

= =4 =4 =4
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challenges, and reform is still needed. A World Bank Ukraine Growth Study, said that with the pre
pandemic yearly growth ta of 3%, it would take almost 100 years to reach the current income level

of Germany and about 50 years to reach the level of Poland.

In recent years Ukraine has made progress in addressing many of its challenges; for instance, land
reform is expected toost agriculture investment and productivity. Prosperity is still held back by low
productivity due to low saving and investment rates; exaiance on commoditpased exports and
fAYAGSR 3t26Fft SO02y2YAO AyidS3anghlykdchobtratédinid kmall | NI A Y
number of basic commodities: either metals or farm products; and weak institutions impacted by
delayed reforms, rent seeking and weak commitment to rule of law.

c) Macroeconomic overvieéty

Ukraine, a lower middiéncome county, has substantial reserves of minerals, ores, favourable
agricultural conditions, a wetlducated workforce and a strong industrial base.

Since 2016, GDP growth has been about 2%, with a continued upward trend projected until 2020, when

the pandemic hitHigh external debt, low central bank reserves and lingering expectations of currency
devaluation amid banking system fragility and falling bank deposits have left the country vulnerable to
shocks, tension in society, and an economy unable to generatevkéof savings and investment that

would underpin sustainable, rapid so@gaonomic development. An estimated contraction of 4.5%

means COVEM pQa& SO2y2YA O AYLI OG KIFa 0SSy tSaa (KFIy Ay
had a heavy toll on houkelds and weakened government commitment to critical reforms. Only a

43 http://www.ukraine.doingbusinessguide.co.uk/
44 https://ukraine.un.org/sites/deéult/files/2021-05/UN%20CCA%20Ukraine_April%202021%20%281%%%gd35)
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partial recovery in GDP growth of 3.8% is expected in 2021, given high uncertainty regarding rollout of
the vaccine and the slow pace of structural reforms to address bottlenecks totrimemets and
safeguard macroeconomic sustainability. Recent-aotiuption reforms suffered setbacks due to
adverse court rulings in late 2020. The CGlADoutbreak redirected government policy from
structural reforms towards atioc reactive measures. Asresult, macrefiscal risks have increased.
Public sector financial needs are expected to grow due to increases in minimum wages and social
transfers, limiting space for public investment, and fuelling inflationary pressures in a supply
constrained economyAdditionally, large government domestic borrowings are crowding out much
needed private investment. Holdings of government securities already represent close to 30% of total
assets of the statewned banks while corporate lending continues to stagnateorfser fiscal
discipline is needed to reduce risks for meditenm growth prospects.

d) Foreign direct investmefit

FDI in Ukraine decreased substantially after the financial crisis of 2008 and fell more between 2012
and 2014. In 2016, inflows recovered t&% of GDP, but in 2019 they declined to about 2% of GDP,

the second lowest share of FDI in the EESC subregion. Most FDI goes to mining, real estate, electricity
and gas, finance and ICT.

Strengths:

i Strategic position in Europe

1 Association and Free Trade Agreement with the European Union (2016), which enables a
reorientation of foreign trade

9 Significant potential in agriculture, with 55% of arable land (wheat, maize, barley, rapeseed,
sunflower, be¢ soybeans), and in metals (iron)

1 Skilled and lowcost labour force

1 Low private debt levels

1 International financial and political support, although conditional on reforms

Weaknesses:

1 Conflict with Russia and Russipeaking populations in the Donbasgion, which is affecting
territorial integrity and preventing EU entry

1 Business environment marred by corruption, oligarchy and monopolies, weak property rights,
a lack of competition and inefficient public services

1 Low economic diversification; sensitiwto weather and commadity prices

Declining demographics; regional inequalities featuring poverty and the informal sector

1 Credit constrained by doubtful loans and high real interest rates

=

1 Ukraine is a constituent member of the UN awarious other multilateral organizations,
including the IMF, IBRD, IFC, MIGA, EBRD, BSTDB, EIB, OSCE and the Council of Europe;

45 https://unece.org/fileadmin/DAM/ceci/icp/Capacity building/IPO_launch/IPO_ 2020 FULL.pdf

46 https://www.coface.com/EconomiStudiesand-CountryRisks/Ukraine

47 https://www.bakermckenzie.com/eni/media/files/insight/quides/2021/conductinébusinessin-ukraine2021.pdf page
6.
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1 has become party to more than 400 multilateral treaties and over 2,000 bilateral agreements
since gaining its independence 891

91 joined the WTO in 2008;

cooperates with the OECD, the European Union and NATO;

1 has stated its intention to ultimately join the European Union within the next decade and to

continue cooperation with NATO in various areas; and

has signed and ratiftethe Cooperation Agreement with NATO, which is now in force.

=

=

a) Relations with the EU:

Ukraine seeks to further deepen Elkraine relations. The political part of the Edraine Association

Agreement was signed on 21 March 2014. The economic part of thElkEdihe Association
I'ANBSYSYyd o00GKS a5SSLI I yR [/ 2 ¥YDDREKS y@EINE Sa ICNESR ¢y |
Hamn & LINI 2F GKS | aapdrisignificany integritds $he Sy dnd 6 a ! | €
Ukrainian markets by banning trade restrictiomfe AA entered into force on 1 September 2017.

b) Selected country profiles of Ukraine published by international organizations

1 Amnesty International: Ukraine
Amnesty International is a negovernmental organization focused on human rights.
9 BBC Country Profile: Ukraine
Country profiles by the British public service broadcaster.
1 BTI Transformation Index Ukraine
Ukraine Country Report 2020 by Bertelsmann @tijt
1 Freedom House: Ukraine
The U.S. governmeifinded nonprofit organization whose goal is to promote liberal
democracies worldwide.
1 GlobalEDGE: Ukraine
Ukraine ranking by the Global business knowledge portal.
1 The Heritage Foundation: Ukraine
Index of Economic Freedom by The Heritage Foundation, an Amerigs@reative think
tank.
1 OEC: Ukraine
The Observatory of Economic Complexity provides the latest international trade data.
1 Reporters Without Borders: Ukraine
RSF (Reporters sans frontiéres) is an international NGO that defends and promotes media
freedom.
1 The CIA World FactboekJkraine
The CIA World Factbook Ukraine Page.
1 The World Bank Ukraine
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5.2 Water sector

A) Overview and priorities the sector

a) Water resource’$

The availability of water in Ukraine varies greatly on a regional level due th#rmging climate in the
country. While the humid northwest of Ukraine experiences a yearly average of 600 mm of rainfall,
the arid southeast of the country only experiences a yearly average of 360 mm. During long dry periods
in summer and simultaneous watavithdrawal, the south easterly regions regularly experience a
shortage of water.

Generally, the water quality in Ukraine is disproportionately poor. The main causes of water pollution
are caused by the direct drainage of or insufficiently treated mual@pd industrial wastewater into
surface water.

b) Water requirement$

The total water consumption in Ukraine is around 15 billion m3/year, of which almost half is attributed
to the industrial sector. The highest quantities consumed by far are a strotigp® b3 in the energy
sector, agriculture (almost 3 billion m3), households and public suppliers (almost 2 billion m?3) and the
metallurgical industry.

Industry; 48%

Agriculture; 30%

Image8 - Water usage per sector (in%)

Water supply for smaflettlements comes from small rivers, lakes, and other water bodies. The current
state of rural water supply systems in Ukraine is critical. In most cases, groundwater quality is not
satisfactory due to an important concentration of iron and manganeserdaruareas, drinking water
quality is threatened by old distribution pipes and outdated treatment plants. In rural areas, pollution
of rivers, water contamination, seasonal floods, and water shortages are the main quality ¥8sues

48 https://www.retech-

germany.net/fileadmin/retech/02_projekte/laenderprofile/Laenderprofile 2016/T78® Laenderprofil Ukraine_Gesamt
ENGLISCH.pgfage 43142

49 https://sos.danubis.org/eng/countmnotes/ukraine/

S0 https://niss.gov.ua/doslidzhennya/nacionalimezpeka/analizktualnikhchinnikivpogirshennyayakostipitnogo
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c) Wastewatemanagemerit!

The access rate to a central wastewater disposal system in Ukraine was around 56% on average in
2012. In cities the average access was 75%. The wastewater access rate in rural areas is very low at 8%
on average and demonstrates large regiodiffierences.

In large cities, around 90% of wastewater is mechanitadlipgically treated. In smaller cities this
method is only carried out in 45% of facilities. In rural regions wastewater treatment is often limited
to mechanical primary treatment.

The central wastewater disposal system is known to be only minimally automated, have a large
number of employees and have defective or inefficient technology. Following considerable drops in
consumption, its facilities are oversized, there is a lack otrimeat capacity in wastewater treatment
facilities and a lack of possibilities in terms of sewage sludge disposal.

The 2020national environmental strategy passed by the Ukrainian parliament in 2010, is amongst
the most important strategies irthe water sector. It describes the biggest challenges in the
environmental sector in Ukraine and places priority on natural resources.

The 20112020 state programme for drinking water in Ukrainés one of the most important
programmes for water managemeir the country. It has the goal of ensuring the rights of the
Ukrainian population to an appropriate standard of life via the provision of drinking water to a
standardised quantity and quality, based on EU standards. The programme is to be financed by the
state, local authorities, businesses and international organisations, although the division of costs has
not yet been specifieé?

The most important programmes concerning the wastewater industry include rthgonal
programme for water management developmenand the state programme for reform and
development of the municipal housing industry. Both programmes have the aim-wiotepdising

the municipal companies in the sector by way of reforming the tariff system as well as structural and
economic reform&3

Two important laws regulate the water supply and wastewater disposal sector in Ukraine:

1 TheUkraine Water CodéWater Code No. 213/9¥R) from 1995 regulates the water resource
management (monitoring, usage, protection and improvement of water resouraagnded
in January 2015.

1 The 2002 law governindrinking water and drinking water supplfLaw No. 2918l on
potable water and potable water supply) determines the legal, economic and institutional
basis for the provision of drinking water as well as responsibilities on several different
administrative levels, in order to safeguard the drinking water supplyhfepbpulation

In 2014, Ukraine signed the UkraiB@iropean Union Association Agreement. According to this

I ANBSYSyid ! INFAYS Kra G2 YIF1S FLLNREAYFGAZ2Y 27

Directives:
1. 5ANBO0GA DS establishing a sirameworkfor the Community action of water
policy(Water Framework Directive)

51 https://www.retech-germany.nef page 4445
52 arive. 2014Market Study: Ukrainian Water SectdDpportunities for Dutch Companie&eist: Larive International
53 DEPA/DANCEE, 2003
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2. 5ANBOGADS Hwnnykpckl, SadGroftAakKAy3a I FNIYSs2N
environmental policy (Marine Strategy Framewaork Directive)
3. Directive 91/676/EEC concerning thexfaction of waters against pollution caused by nitrates
from agricultural sources (Nitrates Directive)
4, 5ANBOGADBS dykyokl, 2y GKS ljdzrtAde 2F 6 G§SNI A
Directive)
Directive 91/271/EEC concerning urbaastewater treatment (Urban Wastewater Directive)
S5ANBOGADGS wnntkecnkl, 2y GKS FraaSaavySyid |yR Yl

o o

C) Sector management

a) Authorities and their responsibilitiés

The management of water resources is increasinglyetbasn the principle of drainage basin
management.

Currently, however, local and regional authorities also have an influence on water resource
management in the country.

The management, the use, the protection and the renaturation of watspurces of Ukraine are
regulated by local village and municipal councils and their executive powers, regional and district
administrative bodies, regional state authorities as well as national and local executives.

The sector is controlled at the natial level by several institutions. Several ministries and agencies
control the water sector at the national level, with no clear line ministry and mandate overlaps.

: National Ministry Ministry Ministry of
National Regulation of regional of Health environment and
level Commision development protection natural resources
Regulates tariffs, service quality. Formulates state policy. Sets drinking water standards. Sets environmental
Agrees on investment programs. Sets technical standards, Agrees on the methodologies. protection norms.
norms, regulations. State monitoring of quality indicators.
Regional |
level \L
Local Government
Regulated
Executive Utility
Local bodies
level Approve | Approve tariffs (except R<teaiilition
borrowing by | for licensees of the NC). Issues licenses for gul
utility | Approve some norms. Non r ulate d provision. State control. P - policies
113% I -investments
S - service provision

Image9 - Water services sector organization

54 https://sos.danubis.org/eng/countmnotes/ukraine/
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a) Market participants in water management

The market for water collection and treatment in Ukraine is very competitive. A range of local and
foreign companies from different areas of the water tsg@lready boast a long history of business in
Ukraine.

It is estimated thab0-75% of the water technology is imported into UkrainBecause of the product
diversity in the water sector and the lack of publicly accessible information, estimating gleoddme
2F GKS 61 GSNI YIENYSG A& OSNE RAFFAOAZA G ¢ KS YI NJ S

Other; 16% Germany; 18%

Russian
Federation; 6%

China; 6%
Italy; 6%

Austria; 7%
Netherlands; 8%

Imagel0- Import distribution of filter and water processing technologies 2015 (in %)

The currentchallengedn Ukrainian water supply and wastewater managentént:

1 High water usage (120 I/head) becausendfficient water management and huge loss@s
water (38%)

1 Low access rate to central drinking water supggf7%o)

1 High level ofvater pollution (surface and groundwater), mainly caused by the-egistent or
insufficient treatment of wastewaterfrom industry and municipalities. This often leadsato
regional shortage of water in eastern and southern industrial regions

1 High energy usagkecause systems and supply networks are being used that are in great need
of renovation

1 Ambiguities in legal frameworkconditions and responsibilities of regulatorpdies and
inefficient cooperation between regional and local authorities and municipal water
management companies

1 Thelack of a costtovering tariff systento ensure efficiency of the water sector sustainably

1 Operational inefficiency due to inadequate edtion of municipal water supply and
wastewater disposal management staff

55 https://www.retech-

germany.net/fileadmin/retech/02_projekte/laenderprofile/Laenderprofile_2016/180719 Laenderprofil_Ukraine_Gesamt_
ENGLISCH.pqdage 47

56 Larive. 2014Market Study: Ukrainian Water SectdDpportunities for Dutch @gpanies Zeist: Larive International

57 https://www.retech-

germany.net/fileadmin/retech/02_projekte/laenderprofile/Laenderprofile_2016/18® Laenderprofil_Ukraine_Gesamt_

ENGLISCH.p¢fage 55
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Opportunities offered by international cooperation in river basin management of the -barsker
bodies of water in the country and the implementation of the Europ@&fD
International collaboration on a municipal level also represents a huge businpssanity.

1 the capacity development of staff, support for planning, construction management and
operating procedures for water and wastewater systems,
the recording of the existing supply and sewage networks and their state,
implementing webbased techntogy for measurements, analyses
monitoring and procedural processes and the introduction of a-cosering tariff systems
there is huge demand for decentralised systems for water supply and wastewater
management.

=A =4 -4 =4

The biggest need for action in the area of water supply concerns, above atertbheation of the
supply network and the related water losse®eed for investment in energgfficient solutions.

There is also a large demand for timstallation of modernfiltration technology for drinking water
treatment (membrane technology and ultfiitration) as well agjuality control for drinking water.

Considerable business opportunities in the wastewater disposal field can be identified in the
T renovationand newdevelopment ofsewage facilities
T technical and structural increase effficiencyfor processes in sewagrcilities and
building ofsludge treatment plants

There is also a large demand for
1 renovation of pumping stations,
1 the use ofweb-based measuring and control technology for use in plants, and
1 the modernisation of measuring devices.

Because of a sustained upward trend in energy prices, there is an increased demand for energy
efficient solutions in all operating processes.

Bushess potential can also be found in the introduction of mechanisms for monitoring, prosecution
and treatment of people who are guilty of discharging within industry and the introduction of
wastewater charges.

5.3 Energysector

Traditionally, Ukraine has a powerful and developed energy sector, including gas, electricity, hydro,
O21t YR ydzOf SFN®» | {NIAySQa ¢l & G2 SySNH& AyRSL
2035, and recent reforms in the energy sector opew opportunities for global energy players and

small investors in Ukraine.

a) Traditional energy

1 Gas sector

58 |dem, page 56
59 https://ukraineinvest.gov.ua/industries/enerqy/
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Natural gas occupies a significant part of the energy mix in Ukraine and currently constitutes 30% of
GKS yI A2y Qa Sy ScaEsamptiosal apgréxkd80 Bem iUKrairi@ kmiports dhied of

its total needs.

DAGSY ! I{NIAySQa OdNNBydG yFddz2NFf 3IFa LINRPRdzOGA2Y:
I2PSNYYSyiQa NBOSyid RSNB3Idz I GA2y S TFchichd\dispecialy (KS
permits for oil and gas extraction will attract more private companies with advanced technologies and

boost gas production in Ukraine.

1 Electricity sector
T NFAYSQa StSOGNAROAGE aSO0G2N 02y a udateduclgaFthay 2 NB G |
adzlJLX @ Y2NB GKIFy KFEEF 2F !'INFXAySQa G2GFt St SO0 NR
While the government continues to straddle the wholesale power sector as a supplier and owner of
the national grid, the distribution sector was set for privatization which ples opportunities for
private investors.

b) Renewable energy sector

According to Bazen et al. (20$8)Joing business in Ukraine can be challenging, and the energy sector
is no exception. It does offer a lot of potential, given the large amoubtarhass that is available as
well as the climate and the amount of land available for wind and/or solar energy.

With above average wind speeds, solar irradiation and an increasing amount of agricultural waste,

'Y NI AYySQa NBySgl of Sidgroav®.Onileedidn kedent lydrs & SuRbefo? dldbalNd LJ
NEySglofSa OoNIyRa SyYyiSNBR ! {NFYAYSQa YIN)Q SO 6KAO
sources to 7 565 MW by half of 2021.

' 1 NI Ay S&eragé aniug &mount of solar irradiation (morarthGermany, the industry leader)
makes Ukraine an exceedingly attractive producer of solar energy, particularly for existing industrial
facilities and the growing agribusiness sector.

From 2018 to 2020s0lar power capacitiehave grown almost 5 times, arfy 2021 exceeds 78% of

all renewable energy capacities in Ukraine.

azald 2F GKS 0O2dzyiNE Q& NBY S lhpdiofowes ghShichhassfie® R & A 3
heating boilers There are also several wind power plants and geothermal hesgyisigms. (Bazen et
al., 2018)

At present, Ukraine generates justdof its electricity from renewable sources other than
hydroelectric power, and the market opportunities for investors are in practical terms, limitless, given
0§KS O2dzy (i NB ihe Maiidnal En&rgy Btgatedy Ndsincrease the renewables mixtehg5
2035. This ambitious strategy will require significant investment in the development of power storage
capacity to reduce losses to the grid and imbalances between supply and demand.

DTEK Wind Power, the renewables arm of the local energy giant, and Wind Parks of Ukraine, which
additionally builds equipment under licence from German supplier, Fuhrlander Windtechnology,
dominate the Ukrainian wind power market. In the solar renewablestcs, CNBM New Energy
Engineering, and Rengy Development are the largest suppliers, controlling almost one third of the
market. In both wind and particularly solar, outside of the key players, whose growth plans have thus
far been largely organic, the maat is fragmented and characterised by smaller operators and-start
ups, many of whom have yet to generate their first megawatt.

60Bazen, J. C. (Jacques), Bazen, I. S. (Irina S., Elbersen, W. (WoltevarkkhkHans), & Lesschen, J. P. (Jan P. (70&8Jis
and developments in the renewable energy sector in Ukr&agion University of Applied Sciences.
6lidem
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Ukraine plans to increase energy from renewable sources fianm£2015 to 12 per cent by 2025 and

to 25%by 2035. This growtls dependent on necessary developments to the regulatory environment
and access to international finance. Growth so far has been driven in large part by the adoption of a
Green Tariff, introduced in 2008, which guarantees prices until the end of 202%fdrigty from
renewable sources, brought online before the end of 2019.

The government stopped importing gas from the Russian Federation in November 2015 and has since
relied on local production, supplies from Europe and other fuel sources for powerhaatl
generation.

Driven both by the necessity to seek alternative energy supplies and by a desire to capitalise on its
undoubted natural advantages, Ukraine is carving out a niche as a destination for investment in
renewable energy, and in particularjngd and solar power.

Solar and Wind

®Heat and Geothermal

(4.9% |

= Hydro
= Biofuels and waste
wOil products
= Nuclear

= Matural Gas

mCoal

2015 2020F

@ Total renewable energy sources

Imagell-C2 NSOl ad a0 NHzO(GdzNBE 2F ! {N} AySQa SySNHe@

c) Biomasgo-energy markét

The supply side of the market is represented by the forestry and wood processing companies and crop
and animal farmghat are sources of biomass. Pellet producers process available waste into pellets.
Boilers for burning biomass are available in the market from either local producers or importers.

Biomasgo-energy facilities produce electricity and/or heat for a variaif users (industrial,
commercial, and residential). In some cases, users generate electricity and/or heat for their own use.
In others, (private or municipal) electricity/heat producers sell to-esdrs directly or through the
power grid. Biomas#- energy facilities may use biomass only or in combinationfifeal) with other

fuels (oil, gas, or coal).

The demand side is represented by biomtsgnergy facilities:
1 Companies or individual users that burn biomass to produce erfetggtricity or heat) for in
house consumption. This segment includes industrial companies, crop and animal farms,
individual households, schools, and hospitals which install biotmassng boilers to receive
energy. They may use owaourced biomass or pcure it, particularly from pellet suppliers.

82https://www.flandersinvestmentandtrade.com/export/sites/trade/files/market studies/Ukrainian%20Energy%20Market
0.pdf
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1 Private and municipal heat suppliers. The former install biomass boilers and sell heat to
customers such as schools, hospitals, and small industrial plants. The latter use biomass boilers
together with traditional fuel (mainly, natural gas) boilers to reduce the cost of energy.

{1 Electricity generators. These companies implement projects with the objective of selling
electricity to the national grid. For instance, animal farms process biomass into biogas and sell
electricity to the grid.

The Ukrainian biomage-energy market is rather fragmented. There is a lack of established links in
the market between players, which prevents it from smooth functioning.

The most robust segment of the market is that of munichmedt supply. Heasupplying companies,
both municipal and private, are the most active users of biomass for energy generation:
f  More than one third (36%) of the heatupplying companies use biomass boilers. Most of them
run both gas and biomass boilers. Guoned usage of traditional fuel and biomass-{ong)
is very rare among those polled.
1 Another 27% of the total number of heat suppliers have designed a project to install biomass
boilers.

Demand for biomas®-energy initiatives has been growing in blikre, being driven by the motivation

of cost savings and increased efficiency. In the short term, the share of heat suppliers using biomass
boilers could grow up to 63%. Despite the expanding share of municipal heat suppliers using biomass
boilers in the dtal number of companies, the share of biomass in the overall volume of fuel consumed
by the entities remains low (14%). The most common fuel is natural gas, with a share of 80% in the
total volume of fuel used by municipal heat suppliers.

Competition isntensifying in the heasupplying segment of the biomats-energy market. Nearly a
guarter (23%) of the municipal heat suppliers have reported cases of clients switching off the heat
supply after installing their own biomass boilers. Schools, hospitadspther social institutions are
those most frequently named for discontinuing municipal heat supply and installing their own biomass
boilers. These entities are also the most common clients for private heat suppliers using biomass.

Private heat supplierbave been actively entering the biomassenergy market. They install and
operate boilers generating heat to be delivered to clients (usually schools, hospitals, and small
businesses).

Another important segment of the biomass-energy market is industria@nterprises using biomass

to produce energy for Hmouse needs. According to the survey of pellet producers, about 20% of their
sales go to industrial enterprises. As a result, industrial enterprises and private heat suppliers are the
key domestic custorrs of pellet producers in Ukraine.

The current biomass supply in Ukraine is unbalanced, which may lead to an even greater biomass
shortage in the future. Wood, including raw wood, unprocessed wood, and wood pellets, is the main
type of biomass currentlysed in Ukraine. The usage of agricultural waste is limited. This imbalance
creates the risk of unsustainable forest management and regional limits in implementation of biomass
to-energy projects (they are mainly implemented in regions with greater aviitjadsi wood).

Adjustment of the supply of biomass to meet the growing demand for it will require:
1 Investments in collection and treatment of biomass, its storage, and logistics at all levels of the
supply chain, including raw biomass suppliers, and
71 Closerlinks and cooperation between market players, particularly among the agricultural
companies and pellet producers.
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the National Action Plan oBnergy Efficiency,

the Ukraine Energy Strategy for 2030,

the National Plan on Renewable Energy,

the Intended Nationally Determined Contribution submitted in 2015.

=A =4 -4 =4

Under the National Action Plan on Energy Efficiency, an energy services company (ESCO) module was
launched for thepurchase of energy for public building#\s of end of 2017 about 180 ESCO tenders

for public buildings in 19 cities of Ukraine were issuadh& online public procurement system, where

the main criterion of energy efficiency of the final product was applied and another 250 public tenders

in 2018.

The Energy Strategy of Ukraine until 2035 (ESU 2035)

In 2017, the government adopted the ESU2@83 part of its efforts to promote a more systematic and
holistic approach to energy sector reform. The strategy envisions a sectoral transformation that will
AYLINRGS ! {NYAYySQa SySNHE& STFTAOASyOes aSOwNA(Ge:x
space.

a) Key players in the field of Biofuels and Wfste

Biofuels and waste have been used primarily in heat production, with over 80% of the output
consumed by the residential sector. Among biomass energy producers, SEC Biomasd S@l IX
Energy, both privately owned, represent key domestic players in Ukraine. Meanwhile, Siemens
Ukraine, a subsidiary of Siemens AG, is an important foreign player in this energy segment. Following
production, biomass materials are transformed intdidoliquid or gas biofuels, a process that is
conducted by numerous Ukrainian firms, including AkivhZ2CO PRIME Co. Ltd., and SALIX Energy.
Subsequently, biofuels are converted into heat in more than 30,000 boilers and boiler houses
throughout UkraineBoilers and boiler houses are constructed by companies such as Kriger Energy
Holding LLC, Volyikalvis LLC, L#&vit LLC, and KB Energomashproekt.

Investors looking to enter the Ukrainian market have two options: either invest inshirx projects
benefiting from the Green Tariff, or invest into projects that will operate under the new Auctiof®Law.

The Auction Law, introduced in April 2019, has the following key features:

1 From 2020, solar power plants with a generatoapacity exceeding 1IMWp and wind plants
exceeding 5MWp (unless operating three or fewer turbines) must take part in auctions. Those
plants subject to the grandfathering rule are excluded from these requirements.

1 Auctions will use the ProZorro platform.dBers will submit closed bids which contain a
technical bid (noting the capacity bid for) and bid price (per kWh) with the key criteria being

63 Geoff, U. (n.d.JOECD Monitoring of the Energy Strategy of Ukraine until.ZD85
64 https://www.oecd.org/eurasia/competitivenesprogramme/easterrpartners/Snapshobf-UkrainesEnergySector

EN.pdf
65 https://home.kpmg/content/dam/kpmg/ua/pdf/2019/08/Renewablem-UkraineReport2019-en.pdf, page 14
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price. Auction prices may never exceed those paid on the Green Tariff. These prices will be
valid for 20 years fnm the date of commissioning of the power plant.

71 Bidders must provide a bank guarantee equivalent to EUR5,000 for every 1MWp bid for, before
the start of the auction and a furtherl5,000 for every 1IMWp as a performance bond, if they
win the auction.

1 The introduction of wind and solar power into the ®m is likely to create imbalances, as
output is dependent on weather conditions. Nevertheless, winning bidders will bear limited or
no liability for imbalances between 2020 and 2030 if their projects are commissioned prior to
the introduction of a liquidntra-day market or 2024, whichever is sooner.

1 There will be no retrospective legislative changes for power plants commissioned before
2020.

1 The Green Tariff will be reduced by%8%r solar plants in 2020 and a further Z&&nnually
between 2021 and 2@ For wind plants the reduction will be %in 2020 with no further
annual reduction. The Green Tariff will be further reduced for solar and wind projects
commissioned from 1 January 2024.

In terms of renewable energy in Ukraine, it might be worthwhiléook forbusiness partneramong
the members of the:

1 Bioenergy Association of Ukraih#p://uabio.org/en/events/events

Biomass Selttp://biomass.kiev.ua/en/

Association of Alternative Fuel and Energy Market of Uknaimes.apeu.info
Ukrainian Agrarian Confederatidmtp://agroconf.org

Ukrainian Agribusiness Clakip://ucab.ua/ua

Ukrainian Committee of the International Chamber of Commerce (ICC Ukraine)
http://iccua.org

Kyiv International Energy Clubalubwww.gclub.org.ua

Energy Association of Ukraineww.eau.org.ua

Ukrainian Wind Energy Associatiomw.uwea.com.ua

Association of Engy Efficient Cities of Ukrairgtp://www.enefcities.org.ua/uk
EuropeanUkrainian Energy Agenbytp://euea-energyagency.org

National Ecological Centre of Ukrahttp:/en.necu.org.ua

Ukrainian Network of Environmental Innovation Greencubdtity://greencubator.info

= =4 =4 4 =4
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Key factors related to implementation of RED in Ukraine in the Ukrainian energy sector as a strategic
branch, prone to all kinds of risks, which are inherent to it ranging from fluctuating oil prices to
development of different pipelines in Europe and dieyenent of renewable sources. Moreover, being

state governed, the energy sector is closely monitored like no other indusfiyK I (1 Q & subjéc€ A (0 A 2
to all kinds of political risksThe main mechanisms of state regulations are directive tariffdaedt

operational administration.

The major problem of the Ukrainian energy industryisler-budgeting The state and government
consider the sector not a sphere of business but rathpaw of state infrastructureand a source of
increasing the statbudget

66Bazen, J. C. (Jacques), Bazen, I. S. (Irina S., Eldéréémlter), Klinkyvan H. (Hans), & Lesschen, J. P. (Jan P. (7048Jis
and developments in the renewable energy sector in Ukr&arion University of Applied Sciences.
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There is development in terms of legislation in most areas aiming to stimulate the energy transition,
but unfortunately new laws are not always properly implemented, giving possibilities for less than fair
business practices. Besides that, thereuntly underdeveloped market offers difficulties for investors

as well as that there are mainly old and thereftess efficient equipment and production facilities
which are in need of serious reconstruction, and, of course, extra investment. Anoth#eipris the
wide-spreadpollution, which can be a big trouble for investors and entrepreneurs, who will be obliged
to pay for clearup of sites. Furthermore, there is the problem odgional power company
monopolisation all of which are the property of@mall number of Ukrainian businessmen.

At the same time, the (political) situation in the country is not so stable and this high uncertainty,
makes any longerm-oriented project too risky for entrepreneurs. Besides these barriers in legislation
and ecommic and societal structure, there are several more technical barriers that limit the
implementation of effective energy transition to more renewable sources.

The majortechnical barriersin implementation of the Renewable Energy Directive in Ukraindsdea
with the underdevelopment of the Ukrainian biofuel market. At present, only separate elements of
the biofuel market exist, for instance, Ukrainian biofuel portal (pellets/briquettes trade); Commodity
Exchange «Ukrainian Interregional Specialized» (itstmpts of pellets trade in 2017); electronic
system for public procurement ProZorro (trade in fuel wood, straw, pellets, briquettes). However, in
all these cases it is a trade of relatively small amounts of biofuels, and there is no general system that
can provide bioenergy plants with the required quantity of fuel at any time.

The price of agrdiomass is a problem too. Due to a small number of suppliers and the absence of
competitiveness, owners (producers) of biomass can fix the price and theniraaseheir own
discretion; at that, a purchaser will not be able to influence the situation.

Risks Taking care about risks while investing in Ukraine is however necessary. Some recommendations
according to Bazen et al. (2018)
1 Thorough business planmg: make a proper risk evaluation when planning business in Ukraine
1 Investin personal relations: Business has to be done only with a trustworthy Ukrainian partner
1 Understanding of crossultural differences and the language barrierthere are many
differences with other European countries (especially with Western Europe).
1 Weakness of hryvnia is generally positive for foreign investors bringing in Euros or Dollars,
Ff 0K2dzZ3K OGKSNBAY&EF GNRYEE P2F aA YL NI
1 Changes in legislation in Ukraine ane tbpecifics of the business environment, has to be
known before starting to invest in the Ukrainian market.

5.4 \Waste sector

Ukraine lags well behind in terms of waste prevention, reuse, and recovery. Indeed, despit®ey

of 603,628 krhand a population of 44.03 million people, Ukraine has only 2 incineration plants, 15
waste separation plants, and no waste processing plants, so large amounts of waste are still buried in
landfills. Consequently, the waste sect®characterized by the general accumulation of waste in both
the industrial and domestic sectors, tlmproper treatment and disposal of hazardous wastthe
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storage of household waste without considering possible hazardous consequences, and the
inadequateuse of waste as a secondary raw materil

95% of waste is buried in landfills with no processing, the accumulation of waste is unsustainable, the
treatment of hazardous waste is inappropriate, and the use of waste as a secondary raw material is
insufficient.

The waste market is just developing, and despite some challenges (e.g., complex and imperfect
legislation limiting enforcement of environmental legislation in the waste sector and the establishment
of public private partnerships, economigailnjustified tariffs for waste collection and processing with

a resulting underdeveloped market for recycled materials, and lack of awareness in the population
about separate collection even for the most hazardous items), the country has the large pbtenti
increase waste recovery rates. However, the regulatory framework, and in particular approval of the
National Strategy for Waste Management Until 2030, is driving the country, with difficulties, to the
preliminary stages of a transition toward a manestainable management of waste.

In general, the waste management market in Ukraine is characterized by the follohdhgnges and
trends: °

1 Accumulation of waste both in the industrial and domestic sectors, which adversely affects the
environment aml human health. However, proper management of possible dangerous
consequences is not in place;

1 Inadequate disposal of hazardous waste;

1 Poor use of waste as a secondary raw material due to imperfection of organizational and
economic bases of its applicati in production;

1 Inefficiency of introduced economic instruments in the field of waste management, such as
low tariffs and no incentives for effective waste management, waste recycling and the circular
economy both for the population and business;

1 Lackof or limited responsibility of waste producers and authorities;

1 The substantial unofficial market which is not taken into account by the official statistical data
on waste generation and management;

1 Nontransparent and unreliable statistical data frahe official sources;

1 The legislative and institutional environment is in the transition mode toward development
and implementation of an integrated waste management approach and compliance with the
EU standards including elimination of the current dipenecies in the Ukrainian and
international/ EU definitions and classifications;

1 Massive longerm, however rather uncoordinated, support through project initiatives from
international donors, financial institutions and foreign governments for institutiona
legislative and B2B waste management market development in Ukraine.

In 20142017, Ukraine made initial important steps to change the situation through commitment to
comply with the EU Directives as part of the Association Agreement witiltthand adoption of the
National Waste Management Strategy until 2030 addition to the national policy framework,

67 Morone, P., Sica, E., & Makarchuk, O. (2020). From waste to valoaoiration Strategies in Environmental Sciefpge
1¢32). Elseviemttps://doi.org/10.1016/B9780-12-8173824.000010 in http://dIf.ua/en/ukrainian-nationatwaste-
managementistrategyuntil-2030-approved/

68 |dem, page 28

69 https://www.rvo.nl/sites/default/files/2019/02/Wastemanagemeniin-Ukraine.pdf page 11
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