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The objective of the UNIDO Global Eco-Industrial Parks (EIPs) Programme is to demonstrate the viability
and benefits of Eco-Industrial Parks by scaling up resource productivity and economic, environmental
and social performances of businesses, thereby contributing to inclusive and sustainable industrial
development in the developing and transition economies.

Component 1 (Country level interventions) of the UNIDO Global Eco-Industrial Parks (EIPs) Programme
in Ukraine are as follow:

*  Qutcome 1: EIPs incentivized and mainstreamed in relevant policies and regulations leading to an
increased role of EIPs through environmental, industry and other relevant policies in Ukraine.

The underlying objective as described in the Global Project Document is to increase the role of EIP in
relevant policies at the national level, aligned with the National Circular Economy approach. The GEIPP
in Ukraine will therefore include a local and regional level for Outcome 1 to the possible extent.

*  Qutcome 2: EIP opportunities identified and implemented, with environmental (e.g. resource
productivity) economic and social benefits by enterprises achieved and confirmed.

Component 2 (Global Knowledge Development) focuses on the development of specific EIP tools and
publications, and the dissemination of lessons learnt from international EIP experiences.

The present report is part of the Ukraine Country level intervention project which was launched in
October 2019 and will be implemented for 5 years, within the context of project Output 1.1 “Mapping of
existing capacity of institutions and service providers on eco-industrial parks development”.

EIP policy implementation covers different policy sectors, namely economic, investment, environmental,
industrial, and fiscal. That requires to make assessment of the existing local policies and regulations,
including the governance structures relevant to EIP policy in the country, and identify potential gaps,
overlapping, bottlenecks for EIP development as well as opportunities for integrating EIP into existing
local policies and regulations.

The objectives of this report are:

e to develop proposition for a policy vision/goal for EIP development in the country, by using the
theory of change;

e to analyse of the current policy practices to promote EIP in Ukraine, including an assessment of
the existing local policies, regulations and governance structures relevant to EIPs in the country;

e to identify potential gaps, overlapping, bottlenecks for EIP development;

e to identify barriers that could prevent EIP-related policy from being developed or implemented
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e to review successful international EIP policies applicable to the Ukraine conditions;

e to identify opportunities for developing EIP policy framework or for integrating it into existing
local policies and regulations;

e to prioritize EIP policy intervention options and to identify the most suitable policy instruments
for these interventions;

e to propose a scope of EIP policy intervention actions as part of UNIDO project.

The methodology used in this report is based on UNIDO EIP policy handbooks™*** and UNIDO policy
tools developed for the GEIPP Programme.

This report contains up-to-date policy analysis data identified in the project document «Global Eco-
Industrial Parks Programme - Ukraine: Country level intervention».

The UNIDO policy tool, which was mentioned above, includes following set of modules and objectives
(OwmnbKa! UCTOUHUK CCbINKM He HaliaeH.).

Table 1: Modules and objectives of the UNIDO policy tool

Module 1: Analysis of
stakeholders

Assess stakeholders on their suitability for participating in the EIP policy process, with
a core focus on policy related stakeholders relevant to EIP type of interventions.

Module 2: Develop
policy vision goal

To assist with defining a policy vision/goal for eco-industrial park developmentin a
country, by using the Theory of Change.

Module 3: Review
existing policies

Create overview of existing policies and governance structures relevant to EIPs in the
country, and potential for integrating EIP into existing policies/structures.

Module 4: Prioritize
interventions

Create an understanding of potential trade-offs between EIP policy intervention
options.

Module 5: Overview of
potential policy
instruments to
implement

Present an overview of EIP related policy tools and assist in selecting most suitable
policy tools for EIP related policies.

Module 6: EIP policy
action planning

Assist in scoping policy actions as part of an EIP project.

National information and data on the policy are based on the following data:

e Official webpages of state bodies and institutions, legislation and available draft legislation;

! Handbook for Eco-Industrial Parks (2017) https://open.unido.org/api/documents/7523639/download/UNIDO%20Eco-
Industrial%20Park%20Handbook English.pdf

% An International Framework For Eco-Industrial Parks (December 2017)
https://openknowledge.worldbank.org/bitstream/handle/10986/29110/122179-WP-PUBLIC-

AnlinternationalFrameworkforEcolndustrialParks.pdf?sequence=1&isAllowed=y

* A Practitioner's Handbook For Eco-Industrial Parks Implementing the International EIP Framework (September 2018)
https://openknowledge.worldbank.org/bitstream/handle/10986/30458/129958-WP-PUBLIC-A-Practitioners-Handbook-for-Eco-Industrial-

Parks.pdf?sequence=1&isAllowed=y

* Practitioner’s Guide to Strategic Green Industrial Policy (2016) https://www.unido.org/sites/default/files/2016-
11/practitioners _guide to green industrial policy 1 0.pdf
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e Interviews with key stakeholders within questionnaire (see Annex) based on modules and
objectives of the UNIDO policy tool.

Also, issues of policies related to EIP development are to be discussed on workshop conducted by
UNIDO for the EIP project Ukraine on February 2021.

All official webpages were accessed in October-December 2020. Interviews with stakeholders were
conducted in October-December 2020.

In Ukraine, there is a legislative hierarchy, according to which the subordination and interconnections of
regulations are established.

The Constitution of Ukraine has the highest legal force. Laws (and bylaws) are adopted according to the
Constitution of Ukraine. Laws (as well as codes) have the highest legal force in relation to bylaws.
Decrees of the President of Ukraine and resolutions of the Verkhovna Rada of Ukraine (the Parliament)
adopted in accordance with the Constitution and laws of Ukraine have the highest legal force in relation
to legal acts of the Cabinet of Ministers of Ukraine (the Government). Bylaws of central executive bodies
have the highest legal force in relation to lower-level executive acts. Bylaws in order to reduce their
legal force are:

e decrees of the President of Ukraine of normative character;

e laws adopted by the Verkhovna Rada of Ukraine (the Parliament) and resolutions;

e regulations and resolutions of the Cabinet of Ministers of Ukraine (the Government) of a
normative nature, strategic and planning documents;

e legal acts of normative nature of ministries and other central executive bodies;

e orders and decisions of local authorities.

International agreements, approved by the Parliament, are part of national legislation. In case of
divergence between such international agreement and national law, provisions of international
agreement shall prevail.

The figure 1 illustrates the legislative hierarchy in Ukraine.
The Constitution determines basis for state strategic and program documents, namely:

» the Parliament determines grounds of internal and external policy and of the strategic course
for full membership of Ukraine in the European Union and in the North Atlantic Treaty
Organization (NATO);

> the Government implements the strategic course for full membership of Ukraine in the
European Union (hereinafter — EU) and in the North Atlantic Treaty Organization, in accordance
with that the Government adopts strategic and planning documents. Also, the Government
adopts own Program of Actions which is to be accepted by the Parliament.

Page 54



Global Eco-Industrial Parks Programme - Ukraine: Country Level Intervention
Policy Analysis Report

Figure 1. Regulations hierarchy in Ukraine
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For the first time, the principles of creation of industrial parks (hereinafter — IP) were defined in the
basic Law on Industrial Parks as of June 21, 2012 Ne 5018-VI (hereinafter — the Law on IP). The purpose
of the Law on IP is to ensure economic development and increase the competitiveness of territories,
intensify investment activities, create new jobs, and develop modern production and market
infrastructure. Since adoption the Law on IP, the development of IPs has not increased significantly,
mainly due to lack of incentives , challenges of investment activity and industrial development. The Law
on IP was amended three times, that did not significantly change its provisions, having rather a technical
nature.

The Ministry for Development of Economy, Trade and Agriculture of Ukraine (hereinafter — the
Mineconomy) is the authorised authority in sphere of IPs. To date, the Mineconomy is developing new
amendments to the Law on IP which are to improve its general provisions.

The Law on IP defines the following responsibility for the Mineconomy:

e providing favorable conditions for initiation and operation of IP;

e maintaining the state Register of IPs®; monitoring operation of IPs; receiving quarterly progress
reports from IP managing company;

e informational and consulting support to the IP initiators and IP managing companies, assistance in
attracting participants to IPs;

> Including through the provision of state informational, advisory, administrative, financial, fiscal and marketing support.

GAccording to the Law on IP, there are restrictions for inclusion in the Register of IPs of parks with existing enterprises, which means the
provision of state support only to "greenfield" IPs.
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e appeal to the authorities, enterprises, institutions and organizations to address and solve issues
related to IPs;
e providing access to public information related to the activities of IPs;
e informing the authorities implementing tax and customs policy, the relevant local state
administrations about the initiators, IP managing companies and participants of IPs;
e ensuring interest-free loans (loans), and targeted financing on a non-repayable basis for initiators
and IP managing companies at the expense of the state budget;
e ensures the functioning of the interdepartmental commission for the preparation of
recommendations for the inclusion of IP into the Register of IPs.
According to the Law on IP, the Mineconomy develops and submits for Government’s approval the
procedure for maintaining the Register of IPs (hereinafter — the Register) and the List of Equipment
exempted from taxation if imported. The inclusion IPs into the Register allows receive state support and
use incentives for IPs.

According to Article 2 of the Law on IP, IP is a territory, determined by the IP initiator according to the
urban planning documents and equipped with appropriate infrastructure, within which IP participating
companies can carry out business activity in area of industrial production, as well as research work, and
in the area of information and telecommunications, according to the terms determined by the Law and
the agreement on business activity in IP.

The detailed information on provisions of basic Law on IP is highlighted in Annex A.

According to the information of the Mineconomy, as of February 5, 2021, 46 IP have been included to
the Register of IP and their number has been increasing since 2014 (figure 2).

Figure 2. Dynamics of IP creation in Ukraine
50
40
30
20

10

2014 2015 2016 2017 2018 2019 2020 2021

Out of 46 IPs from the Register, city councils initiated the creation of 28 IP, 2 IP were initiated by
regional (oblast) state administrations, 1 - by district (rayon) council, 2 IP were initiated by individuals
and 13 IP were initiated by legal entities (enterprises). Thus, the initiators of the creation of 67% of IPs
are local authorities. 58% of IP placed on land plots of the communal ownership.

In 23 IP - management companies were selected, in 8 IP — participating companies were involved (10 IP
participating companies in total). Given that only 8 IP has involved participating companies, the
existence of 83% of IPs is just documented without carrying out operational activity. In fact, there is a
situation when IPs included in the Register are not showing significant development, therefore their
development is not considered a priority of the respective communities and regions.

According to the information of the Mineconomy, as of 28.12.2020 there are grounds for liquidation of
24 IPs in accordance with the provisions of Article 37 of the Law on IP which defines conditions for
liguidation of IP in case of absence of IP operational activities (see Annex A).
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According to the information of the Mineconomy, in Ukraine there are IPs that are not included to the
Register7. However, such IPs are operating ones.

State support for IPs may be provided at the expense of state and local budgets and from other sources
not prohibited by law. The Mineconomy, local state administrations, executive bodies of the relevant
local councils can submit proposals to the draft of the State Budget of Ukraine and draft decisions of the
relevant local budgets for financial support of IPs. Also, loans, targeted financing on a non-repayable
basis for equipping of IPs can be provided to IP management companies and IP initiators at the expense
of the state budget. However, such norms are more of a recommendation character than a mandatory
one, mostly by the reason of lack of state budget funds. In practice, the local budgets mainly finance the
preparation of design documentation, land allocation, infrastructure and other measures necessary for
the creation and operation of IPs.

Customs privileges for IP were determined in 2012. Article 287 of the Customs Code stipulates that
imported for needs of IP equipment and materials which are not produced in Ukraine are exempt from
customs duties. Lists of such goods must be approved for concrete IP in accordance with the procedure
established by the Government for applying this customs privilege. The imported goods are to be used
within IPs and the released funds are used by the business entities:

e for arrangement, including energy-saving technologies;

e forintroduction of the innovative technologies related to economic activity;
e forincrease of production and decrease in costs;

e for providing of research activities;

e for repayment of loans for the arrangement of IPs.

At the same time, this mechanism was not applied in practice, as in accordance with current legislation
it is possible to:

e import goods produced in EU at preferential rates of custom duty (up to 0%) (01.01.2016 the
temporary application of Chapter IV of the EU - Ukraine Association Agreement came into force
of deep and comprehensive free trade area);

e import goods without custom duty for investment on the basis of agreements (contracts) or as a
contribution of a foreign investor to the authorized capital of an enterprise with foreign
investment (paragraph 2 of Article 287 of the Customs Code of Ukraine).

Also, the relevant local councils and executive authorities may provide for IP management and
participating companies such support:

e exemption from the real estate tax on residential and/or non-residential real estate, land tax,
which are to be established by the decision of local authorities (subparagraph 266.4.2 of Article
266 and paragraph 284.1 of Article 284 of the Tax Code of Ukraine);

e set the minimum rent for the lease of land of state or communal ownership by decision of
relevant local authorities (annual amount of payment may not be less than the amount of land
tax established for the relevant category of land on the relevant territory; paragraph 288.5 of
Article 288 of the Tax Code of Ukraine).

Financing the development of infrastructure of IPs included in the Register, as well as creating
conditions for their operation, is possible by expenses:

e of the State Fund for Regional Development, as provided by Article 241 of the Budget Code of
Ukraine;

e of subvention funds (Article 97 of the Budget Code of Ukraine);

” The Mineconomy https://me.gov.ua/Documents/List?lang=uk-UA&id=6463d3ba-aal3-4e54-8db9-
0f36642c43d9&tag=IndustrialniParkiVUkraini
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e of budget funds of local councils;

e of other sources (grants, funds of private investors).

The State Fund for Regional Development is one of the tools that allows communities to receive public
funds for the development of local projects. Expenses of the State Fund for Regional Development are
directed to the implementation of investment programs and regional development projects aimed at
regional development, creation of infrastructure of industrial parks and fulfil the priorities of the State
Strategy of Regional Development and regional strategies. Requirement for co-financing from local
budgets at the level of 10 % is established; 90% will then be financed by the central government. At the
same time, the selection of projects for funding is carried out on a competitive basis, which is not a
mechanism of permanent investment and is also limited by the amount of funds for annual state budget
(see detailed procedure in Annex B).

According to open data of the State Fund for Regional Development, during the operation of IPs, totally
37 applications were submitted for funding projects related to IPs. In general, according to information
of the Mineconomy, only 4 regional development projects related to IPs were financed from the State
Fund for Regional Development: 3 projects (Svema city (2 projects) and Trostyanets city, Sumy region) in
2016 in the amount of UAH 4,35 million; one project (Novodnistrovsk city, Chernivtsi region) in 2018 in
the amount of UAH 2.05 million and in 2019 in the amount of UAH 3.125 million.

As noted by UNIDO’s “A Practitioner's Handbook for Eco-Industrial Parks Implementing the International
EIP Framework (September 2018)”, the reviewing of existing laws and regulations and identifying gaps
will facilitate the better design of the national EIP framework, including various supporting standards
and policy programs.

Regulatory mapping and analysis identify regulatory barriers that can hinder the implementation of the
national EIP framework, including:

e lack of, gaps or (explicit or implicit) contradictions in, or an unclear policy (regulatory
framework) to encourage EIPs, in particular lack of resources to support projects aimed at
improving the environmental, energy and economic performance of IPs;

e potential conflicts between existing regulations and policy initiatives;

e alack of transparency surrounding industrial regulation and enforcement;

e the limited ability of stakeholders to transpose privileged regulatory frameworks into industrial
parks.

EIPs in general involve inputs, ideas and policies that come from different sectors of public policies.

The Government of Ukraine ensures the economic independence of Ukraine; the implementation of
financial, pricing, investment, and taxation policy, the policy in the areas of labour and employment,
social security, environmental protection, ecological safety, and exploitation of natural resources;
develops and implements national programs of economic, scientific and technical, social and cultural
development of Ukraine. The mentioned functions are defined by the Constitution of Ukraine.

Therefore, the Government plays a crucial role in creating the appropriate conditions for EIPs with the
design of regulatory frameworks, technical guides and processes for strengthening capabilities and
infrastructure.

Analysis of national policies related to EIP policy development will allow to identify most suitable
approach to the development of regulatory basis that will support operational processes inside and
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outside EIPs, such as planning, implementation and monitoring. Relevant policies in Ukraine can benefit
the economy by encouraging IPs to be more efficient and innovative, using resources and accessing new
technologies that encourage cooperation and industrial and urban synergies.

The public policies analysed in this report were selected due to their relationship with sustainability,
industrial production and relation with UNIDO international recommendations to EIPs.

Ukraine joined the global process of sustainable development launched in 2015 with the document of
UN hosted the Sustainable Development Summit “Transforming our World: The 2030 Agenda for
Sustainable Development”, identified 17 Sustainable Development Goals. Every SDG was reviewed,
taking into consideration the specifics of the national context. This process has resulted in the
establishment of the national system which consists of 86 national development targets®. On September
30, 2019, the President of Ukraine issued a Decree “On Sustainable Development Goals of Ukraine for
the period till 2030”° in which it is supported the achievement of the Sustainable Development™. The
provisions connected to achieving SDGs are being incorporated into national legislation.

EU - Ukraine Association Agreement defines a new format of relations between Ukraine and the EU
based on "political association and economic integration" and serves as a strategic guideline for
systematic socio-economic reforms in Ukraine. On 1st September 2017, EU - Ukraine Association
Agreement entered fully into force after ratification by all parties. The Agreement is the biggest
international legal document in the history of Ukraine and the biggest international agreement with a
third country ever concluded by the EU in its scope and thematic coverage. To date, there are mutual
intentions from both sides to update the Agreement.

EU - Ukraine Association Agreement includes provisions which are highly connected with achieving of
the Sustainable Development Goals in Ukraine. That consists of obligation of implementation EU
Directives (with more stringent standards than Ukrainian regulatory acts) in spheres, related to ecology
and environment, energy efficiency, renewable sources of energy, sustainable development. The
obligation of implementation EU Directives highly connected to creating conditions for implementing
EIPs policy in Ukraine, that includes creation general nationwide conditions which are to create more
clean industries where EIPs can be pioneers and play an exemplary role.

Also, the latest tendency is intending from Ukrainian Side is to join to the European Green Deal'**2. The
main goal is to overcome the impact of climate change, to create new green supply chains and reorient
economic activity toward greener production.

The summary of related policies is provided in table 2 below. The vision on policies goes from an
international to a national level, as follows:

4 International level of obligations

{ National strategies and action plans

{4 National policies reflected in laws

{  Draft policies and laws

The available Draft Laws on state support and instruments for IP development and draft of Strategy of
industrial development were analysed due to mentioning them as significant for IP and EIP development
during interviews with key stakeholders.

® http://sdg.org.ua/en/sdgs-and-governments

° https://zakon.rada.gov.ua/laws/show/722/2019?lang=en#Text

% https://www.undp.org/content/dam/ukraine/docs/SDGreports/SDGs_NationalReportEN Web.pdf

™ Official web-page of the Government of Ukraine: https://www.kmu.gov.ua/en/news/olga-stefanishina-ukrayina-pershoyu-oficijno-
zapochatkovuye-dialog-z-yes-shchodo-zaluchennya-do-yevropejskogo-zelenogo-kursu

™2 Official web-page of the Government of Ukraine: https://www.kmu.gov.ua/news/premyer-ministr-ukrayina-ye-nevidyemnoyu-chastinoyu-
realizaciyi-cilej-yevropejskogo-zelenogo-kursu
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Table 2: Summary of analysed polices in Ukraine

Perspective Policy T"T‘e General Objective
period
International |Sustainable Development 2019- SDGs of Ukraine are the guidelines for the development
(global) Goals of Ukraine for the 2030 of forecast and program documents, draft regulations in
period up to 2030 order to ensure the balance of economic, social and
environmental dimensions of sustainable development.

Association Agreement Since The political part: Political dialogue and reform, political

between the European 2014 association, cooperation in foreign policy.

Union and Ukraine The economic part: Justice, Freedom and Security; Trade
and trade-related matters; Economic and sector
cooperation; Financial cooperation.

National Action Plan for 2017- The Action Plan defines certain actions to achieve
strategies and |implementation of 2027 targets of Association Agreement, formulates 1943 tasks
action plans | Association Agreement covering 24 areas and sets terms and responsibilities of

between the European authorities for approximation Ukrainian legislation to EU

Union and Ukraine directives.

Program of the Cabinet of |Since European integration, overcoming the economic crisis,

the Ministers of Ukraine 2020 improving the quality of life, greening production.

The Government's priority |2020

action plan for 2020

The State strategy of 2021- Defines the general vector of sustainable development

regional development for 2027 of regions in accordance with the Sustainable

2021-2027 Development Goals of Ukraine until 2030.

The National Environmental |2019- The aim of the Strategy is to achieve high environmental

Policy Strategy up to 2030 |2030 status by introducing an ecosystem approach to all areas
of socio-economic development in order to ensure the
constitutional right of every citizen of Ukraine to a clean
and safe environment, introduction of balanced nature
management and preservation and restoration of
natural ecosystems.

The Concept of 2019- The purpose of the Concept is to create appropriate

implementation of state 2028 legal and institutional prerequisites for effective

policy in the field of prevention, reduction and control of industrial pollution

industrial pollution and the in Ukraine.

Action Plan for its

implementation

The National Waste 2017- The Strategy is aimed at solving the critical situation that

Management Strategy in 2030 has developed with the formation, accumulation,

Ukraine until 2030 and the storage, processing, and disposal of waste and is

National Waste characterized by the further development of

Management Plan until environmental threats.

2030

The Strategy for the 2018- The purpose of the Strategy is to promote the

development of small and 2020 development of entrepreneurship in Ukraine by creating

medium enterprises in favourable conditions for opening, running and growing

Ukraine until 2020 and the small and medium enterprises through consolidating the

Action Plan for its efforts of all stakeholders, which will ensure socio-

implementation economic development and improve living standards.

The Concept of 2020- The purpose of the Concept is the introduction of

implementation of state 2030 modern mechanisms of interaction between the state

policy in the field of
promoting the development
of socially responsible
business in Ukraine until
2030 and the Action Plan for

and business, as well as business and society, which will
strengthen the mutual responsibility of all participants in
public life, create conditions for further socio-economic
development of the state and society, ensure
sustainable economic growth in Ukraine in accordance
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Perspective Policy T"T‘e General Objective
period
its implementation with SDGs and EU integration processes.
The Energy Strategy of 2017- The purpose of the Strategy is to meet the needs of
Ukraine for the period up to {2035 society and the economy in fuel and energy resources in
2035 "Security, energy a technically reliable, safe, cost-effective and
efficiency, competitiveness" environmentally friendly way to ensure the
improvement of living conditions of society.
Action plan for the 2018- As the first phase of the Strategy till 2020, Action Plan
implementation of the first |2020 envisages reforming the energy sector and
stage (until 2020) of the approximating Ukrainian legislation to EU legislation.
Energy Strategy
The Concept of 2016- The Concept and the Action Plan provide for the
Implementation of State 2030 development of relevant legislation. The main
Policy in the area of Climate directions: strengthening the institutional capacity,
Change for the period up to preventing climate change by reducing emissions and
2030 and the Action Plan for increasing the absorption of greenhouse gases, low-
its implementation carbon development, adaptation to climate change.
National The State Fund for Regional | Since The target of the Fund operating is financing of regional
policies Development 2012 development projects on a competitive basis and in
reflected in accordance with regional development strategies and
legislation action plans for their implementation
Law on Environmental Since The Law defines legal basis for an environmental impact
Impact Assessment 2017 assessment with a view to avoid and prevent
environmental damage, ensure environmental safety,
environmental protection, rational use and restoration
of natural resources, in the process of decision-making
on economic activity likely to cause a significant impact
on the environment, taking into account state, public
and private interests.
Environmental Tax Since The environmental tax is a fiscal instrument that targets
2011 to reduce the negative impact on the environment by
increasing the tax burden along with increasing the
negative impact on the environment.
The Law on Waste Since The Law determines legal basis of the activities
1998 connected with the prevention or reducing amounts of
formation of waste, its collection, transportation,
storage, sorting, processing, utilization and
removal, neutralization and also with prevention of
negative impact of waste on environment and health.
The Law on Industrial Parks |Since The Law determines the legal and organizational
2012 principles for creation and functioning of IPs in order to
provide for economic development and increase the
competitiveness of regions, activate investment activity,
create new jobs, and develop modern industrial and
market infrastructure.
Public-Private Partnership |Since Interaction of the state with private partners on a long-
2010 term contractual basis in order to attract investment in
the economy, modernization of industrial and social
infrastructure, improving quality of goods and services.
The Law on Monitoring, Since The Law aimed at gradually adapting Ukraine’s GHG
Reporting and Verification {2021 emission monitoring legislation with EU legislation in
of Greenhouse Gases line with the Ukraine - EU Association Agreement. The
Emissions Law is a prerequisite for introduction of market
mechanisms for emission reductions.
Water protection and Since The Code establishes legal base in order to ensure the

Page 54



Global Eco-Industrial Parks Programme - Ukraine: Country Level Intervention
Policy Analysis Report

Perspective Policy T"T‘e General Objective
period

rational use (the Water 1995 conservation, rational use of water for the needs of

Code of Ukraine) citizens and industries, reproduction of water resources,
protection of water from pollution, prevention of
harmful effects of water and elimination of their
consequences.

The Law on Alternative Since The Law defines legal, economic, ecological and

Energy Sources 2003 organizational principles of use of alternative energy
sources and promotion of extension of their use in the
fuel and energy complex. The Law establishes feed-in-
tariff and auctions system for producers of electricity
from renewable sources.

The Law on Investment Since The Law sets basic legal, economic and social conditions

Activity 1991 of carrying out investment activity.

The Principles of Prevention |Since The Law determines the organizational and legal

and Counteracting 2020 principles for preventing and counteracting

Discrimination in Ukraine discrimination in order to ensure equal opportunities to
exercise human and civil rights and freedoms.

Draft laws Draft Law on Amendments |n/a The purpose of the draft is to promote direct investment
and policies |to the Tax Code of Ukraine in the creation of new industries through the

aimed at attracting mechanism of IPs, to transform legislation into a driving

investment in the industrial force of economic and industrial development through

sector of the economy by the introduction of investment incentives. The bill is a

introducing incentives for package to the draft Ne 3725 23.06.2020.

industrial parks (Ne 3724

23.06.2020)

Draft Law on Amendments |n/a The purpose of the draft is to promote direct investment

to the Customs Code of in the creation of new industries through the

Ukraine aimed at attracting mechanism of IPs, to transform legislation into a driving

investment in the industrial force of economic and industrial development through

sector of the economy by the introduction of investment incentives. The bill is a

introducing incentives for package to the draft Ne 3724 23.06.2020.

industrial parks (Ne 3725

23.06.2020)

Draft Law on Amendments |n/a The purpose of the draft Law is to attract investment to

to the Law of Ukraine on IPs and provide economic incentives for IPs

Industrial Parks, aimed at development (compensation of 50% of costs for

attracting investment in the connection to the electric grid, part of interest on loans

industrial sector of the depending on the share of exports, partial

economy by introducing compensation of investments of IP during the first three

incentives in industrial parks years of operation activity).

(N2 4416-1 10.12.2020)

Draft Law on Amendments |n/a The draft Law is designed to ensure compliance of the

to Some Laws of Ukraine on actual functioning of industrial parks with the developed

Improving the Principles of and approved concepts of IPs, improve procedure of

Establishment and excluding the industrial park from the Register of IPs,

Functioning of Industrial introduce scientific and warehouse activity for IPs,

Parks (Ne 5021 04.02.2021) introduce possibility of providing targeted funding from
the state and local budgets for the creation of
infrastructure of IPs, their connection to grids and
creation of road infrastructure, exemption from fees for
connection to electric grid of small distribution systems
of IPs.

Draft Strategy for the n/a-2030 |The draft of the Strategy is aimed at achieving the goals

development of the
industrial complex of

of national development: sustainable economic
development, growth of living standards and social
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Perspective Policy T"T‘e General Objective
period
Ukraine for the period up to stability, increasing the level of national security,
2030 (as of 07.07.2020) introducing principles of a cleaner production.

UNIDO “An international framework for Eco-Industrial Parks (December 2017)” defines
recommendations (requirements) and prerequisites for EIPs consist of four aspects, namely, park
management, environment, social and economic which are as follows.

Park management recommendations

Park management services relates to the fulfilment of the required roles, mandate and capabilities of
the park management which are to manage infrastructure and provide a range of services, namely,
existing of effective park managing company which handles planning, operations and management,
monitoring, provides and facilitates common services and infrastructure to resident firms to ensure
smooth operations.

Monitoring of EIP operating is an important mechanism to track progress against EIP environmental,
social and economic performance targets in a transparent and accountable manner. That includes
carrying by park managing company monitoring of operational activity and achieving operational targets,
establishing measures to deal with climate change adaptation and disaster preparedness.

Planning and zoning are key components of an EIP development which includes the consideration of
economic, environmental, and social aspects through multi-stakeholder processes with relevant
stakeholders (government agencies, the private sector and the local community). On a national level
there should be national master plan (or equivalent planning document) established for the EIP
development by relevant authorities which includes analysis of risks, infrastructure, utilities,
transportation network; environmental and social issues; internal park land zoning; buffer zone around
the park; procedure to safely locate high risk industries; plan for efficient (and ideally low-carbon)
energy, water distribution, as well as waste treatment or management, facilities; plan for industrial
symbiosis, including through associated infrastructure and shared facilities; and cluster synergistic
industries.

Environment recommendations

Environmental & energy management and monitoring include operating both environmental
management systems (EMS) and energy management systems (EnMS) which should be in line with
internationally certified standards. Also, they should be capable of monitoring park performance, and
supporting resident firms in the maintenance of their own firm level management systems.

Energy. This recommendation includes implementing opportunities to improve the efficiency of
industrial processes and buildings. EIP should ensure a high level of energy efficiency in all shared and
common services under the control of EIP managing company. EIPs should seek to displace fossil fuels
through the integration of low-zero carbon/renewable energy generation, where technically possible
and cost effective. EIPs should take stock of their carbon footprint. Reduction targets should be annually
set and monitored for achievement. The managing company should have in place a strategy to
avoid/minimize GHG emissions though energy efficiency measures, industrial symbiosis, waste
utilization, using of renewable energy sources.

Water. EIPs should ensure sustainable water use, efficiency and treatment. EIPs should responsibly
source water, considering local water scarcity issues and sensitive water reservoirs. EIPs should also plan
to increase water efficiency for participating companies and EIP as whole. Wastewater must be
appropriately treated, and water circularity promoted.
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Waste and material use. Waste Management Plan should exist within EIP to ensure effective waste
management, and reduction and reuse activities at EIP and companies’ levels. EIP management
company monitors and accounts for all waste disposal and ensures environmentally sound disposal. All
hazardous and toxic materials need to be appropriately stored and disposed of, which can be facilitated
through a recording and monitoring system for hazardous waste.

Climate change and the natural environment. EIP management company should be aware of
environmental impacts and undertake appropriate actions to mitigate any potential risks. Climate
change requires anticipating local and international effects of climate impacts and preventing or
minimizing any potential damage. In this context, the EIP should seek to mitigate GHG gases, as well as
air and point-source pollution.

Social recommendations

Social management systems include customized and fit-for-purpose management systems at the park
and firm levels to address relevant social, occupational health, safety and grievance procedures and
impacts.

Social infrastructure is to be provided in EIPs or their surroundings for workers and local community to
function properly. This infrastructure can include local shops, restaurants/cafeterias, recreation areas,
medical facilities, banks, postal offices, and emergency fire facilities, as well as potentially access
community roads, busing services, power, water and water treatment infrastructure. Social
infrastructure includes issues of gender equality, of youth, minority and disabled employment, and of
security and human resource development.

Local community dialogue and outreach which are to strengthen the trust and relationships between
industries and local communities.

Economic recommendations

Employment generation. An EIP should seek to maximize local revenue linkages, employee growth
potential, and community satisfaction. This can be done through local employment targets, providing
employee skill development opportunities, employer-jobseeker data-basing and matchmaking, and
longer-term employment security through the provision of long-term or permanent contracts,
workplace health and safety, good working conditions, labour standards monitoring and enforcement.

Local businesses, SME promotion and linkages. EIPs provide opportunities for the establishment of
SMEs in parks that can, in turn, provide services and add value to other (larger) industries operating in
the park. EIPs can also provide strong economic development benefits through the promotion of
linkages with local businesses as suppliers to EIP and its participating companies.

Economic value creation means that “investment-ready” EIPs are more attractive as they present lower
risks and investment costs to companies. Integrating cost-effective, energy-efficient technologies and
management processes can provide competitive advantages.

All mentioned international recommendations for EIPs may be classified from two perspective which
are:

e infrastructure which relates to physical facilities to enable park operating;

e capability through instruments and skills that enable EIPs to operate in a sustainable manner.
The classification of recommendations for EIPs from prospective of infrastructure and capability is
shown on a figure 3.
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Figure 3: EIP recommendations and constituents

Infrastructure Capability
Energy Park management services
Water Monitoring of EIP operating
Waste and material use Planning and zoning
Climate change and the natural Environmental & energy management
environment and monitoring
Social infrastructure Social management systems
Employment generation Social infrastructure (gender equality)
Local businesses, SME promotion and Social infrastructure (human resource
linkages development)
Economic value creation Local community dialogue and outreach

Totally, 31 policies of Ukraine were analysed, from which:
{ 2 areinternational (global) level of obligations
{ 13 are national strategies and action plans
{ 11 are national policies reflected in laws
{ 5 are draft laws and policies

Every mentioned policy has been, in the context of this report, summarized in a factsheet. The fact
sheet contains seven categories for introducing policy: policy name, type (legal policy hierarchy), author,
time period for implementation, objectives, relevance to GEIPP and regulatory category.

The policy name, type, author, objectives are fairly straightforward and self-explanatory, and require no
particular elaboration.

The “relevance to GEIPP” describes relationship with recommendations for EIP and constituents
mentioned in figure 3.

The “regulatory category” was defined according to policy categories of the UNIDO “A Practitioner's
Handbook for Eco-Industrial Parks Implementing the International EIP Framework Toolbox” (March
2019): socio-economic, industrial competitiveness, financial, environmental, energy, land-use.

The “time period for implementation” of policies varies from year 1991 to 2030. At the same time, it is
seen that most of newly adopted strategic documents are oriented on EU integration and achieving
SDGs. The main initiator of policies is the Government (ministries are the main developers within the
Government accordingly with their competence).

The figure 4 shows the relation of national policies to prerequisites for EIPs development.
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Figure 4: Relation of national policies in Ukraine to prerequisites for EIPs development
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On the figure 4, each axis represents one of the main aspects mentioned earlier (infrastructure and
competencies). Thus, policies are located respectively to the axes based on an estimation of the number
of recommendations mentioned in figure 3 that can be achieved by policy (for example, if policy can
affect to achieve certain infrastructure recommendations, their number is postponed on the horizontal
axis, if this policy can simultaneously affect the achievement of certain competency recommendations,
their number is postponed on the vertical axis, thus finding the point of finding the policy in relation to
fulfil recommendations in both directions).

It is to note that evaluation of mentioned policies in connection to recommendations for EIPs shows the
interconnection and possible influence on overlapping recommendations for EIPs. But it does not mean
the direct support and impact of EIP development within each policy and does not evaluate the quality
of mentioned policies’ mechanisms. Such evaluation rather shows relationships between policies
provisions and prospective of EIPs development. Such policies may create general conditions within the
country and therefore influence general approaching to recommendations for EIPs on a national level.

Figure 4 shows a wide range of policy locations. For example, the highest position is occupied by the
draft Strategy for the development of Ukraine's industrial complex for the period up to 2030 (version
07.07.2020). This is due to the fact that the draft Strategy covers all components of the main aspects, all
8 - for infrastructure and all 8 for EIP competencies (detailed description in Annex B). In addition, the
draft Strategy developed by the Mineconomy contains the definition of "eco-industrial park" and
provides for the measure: "Stimulating the development of eco-industrial parks in different regions of
Ukraine" (in November 2020 the draft Strategy was submitted to the newly created Ministry of Strategic
Industries of Ukraine for further revision and submission to the Government for approval).

Similarly, the development of the EIP policy may be influenced by the implementation of the
Government's Action Program, the State Strategy for Regional Development for 2021-2027, the
implementation of the provisions of the Association Agreement between Ukraine and the EU. At the
same time, the Law on IP, being the basic one for EIP policy, will need to be amended to have a greater
impact on the direct implementation of EIP policy.

Sustainable Development Goals (SDG) of Ukraine for the period up to 2030 are the guidelines for the
development of forecast and program documents, draft regulations in order to ensure the balance of
economic, social and environmental dimensions of sustainable development. Also, EU - Ukraine Association
Agreement includes provisions which are highly connected with achieving of the Sustainable
Development Goals in Ukraine. The international obligation of implementation EU directives in
Ukrainian legislation influences conditions for EIP policy in Ukraine, that includes creation general
nationwide conditions which are to create more responsible and clean industries.

The analysis of policies allows to conclude that IPs have been implemented in Ukraine since the
adoption of the Concept of the Creation of Industrial Parks in 2006 . The Concept stipulates that the
production sites of unattractive investment enterprises in industrial zones, as well as areas free of
constructions (especially in regions with developed infrastructure), can become "points of regional
growth" if IPs are created, the Concept provided that the formation of a network of state and regional
IPs should be carried out in accordance with the main directions of development of state and regional
industrial policy, considering the tasks associated with the development of urban agglomerations. As of
today, the most of the Concepts’ provisions are outdated and the Concept do not provide with clear
prospective targets and measures up to date. But according to the Concept, IPs were included into
national and regional socio-economic development strategies.

The draft Laws Ne 3724 and Ne 3725 are to provide (in case of adoption by the Parliament) with tax and
customs incentives and a proposal to create new institution responsible for IPs development.

3 Resolution of the Cabinet of Ministers of Ukraine; Concept of the establishment of industrial parks from 01.08.2006 Ne 447:
https://zakon.rada.gov.ua/laws/show/447-2006-p
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Figure 4 also shows within which national policies the EIP policy can be positioned (in the figure they are
included in the blue coloured zone). This is important for demonstration, that EIP policy is not separate
from national policies of regional, industrial, social, economic policy directions in Ukraine. In fact, in the
context of fulfilling the obligations under the EU-Ukraine Association Agreement, the EIP policy can
become a practical tool with an indicative function on the implementation of EU Directives in the
areas of environmental management, waste and resource management, energy efficiency, air quality,
industrial pollution and industrial safety, adaptation to climate change, labour law, anti-discrimination
and gender equality, labour protection and safety. International commitments on the implementation of
EU Directives into Ukrainian legislation affect the conditions for EIP policy in Ukraine, which includes the
creation of general national conditions for the creation of more responsible businesses and cleaner
industries.

A gap analysis aimed at comparing actual performance against international recommendations
(requirements) for EIP described in UNIDO “An international framework for Eco-Industrial Parks”
(December 2017). Results of the gap analysis will allow to identify missing regulations, capabilities,
practices, technologies, resources or skills, needed to implement EIP policy in Ukraine.
Recommendations and mechanisms on how to scope of EIP policy intervention actions as part of
UNIDQ’s “GEIPP” project on EIPs in the Ukraine will be based on such results.

In this connection, on a stage of policy assessment of the project GEIPP - Ukraine national regulations
were identified throw existing official documents and estimation of possibilities to achieve international
recommendations for EIP in order to bridge the gaps between existing framework and such
recommendations for the policy of EIPs throw expert estimation and interviews with key stakeholders.

Also, during the interviews with key stakeholders, potential challenges, and barriers for development
and operation of EIPs in Ukraine were identified (see paragraph 3.4), which are highly connected to
experience of IP development and operations in Ukraine.

In the section 3.2 of this report there is a description of recommendations for EIPs which consist of four
aspects, namely, park management, environment, social and economic (according to UNIDO “An
international framework for Eco-Industrial Parks (December 2017)”. The comparing analysis of the
national conditions with recommendations for EIPs is highlighted below (including conditions for IPs
themselves and general conditions for industrial enterprises and business entities within the IPs).

Park Management recommendations for EIPs

Park management services. The national legislation in Ukraine partially provides conditions for the Park
Management recommendations for EIPs. Due to Law on IP, functions of IP managing company are
defined, that includes providing IP infrastructure, implementing of business plan of IP, involving
enterprises to IP, obtaining permits and approvals from authorities, maintaining in a proper condition
the land plot, functioning according to the provisions of IP concept and the agreement between IP
initiator and IP managing company, submitting quarterly reports on functioning of IP to the initiator of
IP and to the Mineconomy. Due to Law on IP, IP managing company has right to receive payment for
produced goods (provided works, services) for IP participating companies.

At the same time, most of the concepts of existing IP foresee instruments of financing from state and
local budgets. IP managing company has no influence to obtain such funds for providing IP infrastructure
which are spent due to the decisions local and state authorities.

Gaps: National legislation in Ukraine provides with functions of IP managing
company which stand in-line with international recommendation for EIPs, at the
same time the legislation does not contain list of services (or detailed description)
to be provided by managing company to participating companies’ smooth
operations, mainly being focused on formalized prescription.
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Monitoring of EIP operating. Due to Law on IP, IP managing company must submit quarterly reports on
operating of IP to the initiator and to the Mineconomy. But special requirements for such reporting are
not legally established, therefore the official reporting information provided by the Mineconomy on IP
activities is not based on the certain indicators including planning ones.

In relation to establishing measures by park management to deal with climate change adaptation and
disaster preparedness, the national climate policy is on the stage of its formation (the obligations due to
international agreements are taken on a national level but the policy is not legally nor practically
implemented). Therefore, direct obligations for industrial companies in this sphere are not defined as
for today. Such activity can be provided within general provisions of ecological regulations that include
taxes, permits, limits and urban planning. Therefore, establishing measures to deal with climate change
adaptation may be complied on a voluntary basis.

In relation to park managements’ good understanding of regulations and international standards
applicable to IP compliance, the Law on IP defines such requirements that should be applied for
selecting of IP managing company:

e confirmed ability to ensure the proper functioning of the IP;

e confirmed relevant experience;

e opportunities for technological and organizational support of such activities.

However, mentioned requirements are not specified in detail.

Gaps: Requirements for monitoring of IPs are not specified in the way that
prescribed by the international recommendations for EIP, namely monitoring
procedures are not specified in details (formal prescription), as well as there no
national requirements to IP management company for good understanding of
regulations and international standards and establishing measures to deal with
climate change adaptation.

Planning and zoning. According to the international recommendations for EIP, a thorough spatial
planning and zoning process is a key component of an EIP, particularly for greenfield EIPs and in the case
of retrofitting existing ones. This includes the consideration of economic, environmental, and social
aspects through multi-stakeholder processes with relevant stakeholders (for instance, government
agencies, the private sector, and the local community). As part of the planning and designing process of
greenfield industrial parks, the location and potential impacts of the park, its development and resulting
activity need to be carefully considered by relevant stakeholders. A comprehensive master plan needs
to be developed that encompasses environmental and social considerations. The master plan is
recommended to be developed by relevant authorities (for example by governments, land owners, and
planning agencies); it should be applicable for both planning and operations.

The Master Plan (or equivalent planning document) for any new and existing IPs should be developed
and reviewed periodically (and updated if required), including the following core elements:

e various risk and impact analyses, including environmental and social issues, including EIA,
Impacts Mitigation Pan, and Resettlement Action Plan (RAP) if required;

e essential and efficient infrastructure, utilities, and transportation network, including Structure
Plan;

e waste management;

e internal park land use and zoning; buffer zone around the park; procedure to safely locate high
risk industries; and zoning to cluster synergistic industries.

At the national level, there is no master plan for IPs development as well as for location of new IPs.
Despite the fact that today IP are located in almost all regions of the country, their creation is initiated
more in the Kyiv region and western regions (Lviv region), that is influenced by availability of logistics
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infrastructure and proximity to the European Union in the west. The development of IP in eastern
Ukraine is also affected by the military conflict. At the national level, developing of IPs rather correlate
with solving sectoral problems (e.g. transforming coal regions14), at the same time, developing of IPs is
mentioned in several strategic national documents such as the Program of the Cabinet of the Ministers
of Ukraine, the State strategy of regional development for 2021-2027, the Draft Strategy for the
development of the industrial complex of Ukraine for the period up to 2030 (see Annex B).

But there is no special strategic and/or planning national document directly dedicated to today IPs
development despite the Concept of creating IP under the IP Law of 2006 > which was the prerequisite
for the adoption of the basic Law on IP and included proposals for identification of perspective locations
for IPs on the basis of a comprehensive assessment of the available resource potential and competitive
selection of projects for the creation of such IPs and establishing pilot IPs (for 2006-2007) and creation
of a network of IPs in regions of Ukraine (after 2009).

As for today, due to the data of the Mineconomy'®, at the regional level creation of IP is mentioned in
most of regional (oblast) strategies, with different levels of detailing and specification of planned tasks.

The issue of planning and development of territories is regulated by the Law of Ukraine On Regulation of
City Planning Activity'’. According to the Law, the instrument of state regulation of city planning is urban
planning documentation of state, regional and local levels. According to the Article 4 of the Law:

e objects of city planning at the state and regional (oblast) levels are the plan of the territory, the
settlement system, the system of interconnected location of the main industrial objects,
transport, engineering and social infrastructure, functional zoning of Ukraine, its parts (groups
of regions), regions, administrative districts;

e objects of urban planning at the local level are the plan of the territory of the settlement, its
part (groups of land plots) with a common planning structure, spatial solution, engineering and
transport infrastructure, a complex of construction objects.

The Article 5 of the Law stipulates that development programs of regions and settlements, programs of
economic, social and cultural development must be consistent with urban planning documentation of
the appropriate level.

The Article 7 of the Law stipulates that management in the field of urban planning and architectural and
construction control is carried out by, in particular, determining state interests to take them into
account when developing urban planning documentation.

The Article 4 of the Law of Ukraine On Principles of State Regional Policy®® provides that:

e objects of state regional policy may be groups of regions (or their parts), cities, villages,
settlements, united according to the criteria and in accordance with the procedure established
by the Government;

e objects of state regional policy are the territory of regions, macro-regions, micro-regions.

Implementation of the state regional policy is carried out on the basis of the system of interconnected
documents based on the Strategy of development of Ukraine, the General scheme of planning of the
territory of Ukraine, schemes of planning of territories at the regional and local levels.

The documents defining the state regional policy include:

e State strategy of regional development of Ukraine;

e Action plan for the implementation of the State Strategy for Regional Development of Ukraine;

" The Minregion, draft of The Concept of the national program of transformation of coal regions of Ukraine until 2027
https://www.minregion.gov.ua/press/news/konczepcziya-naczionalnoyi-programy-transformacziyi-vugilnyh-regioniv-ukrayiny-do-2027-roku/
> https://zakon.rada.gov.ua/laws/show/447-2006-%D1%80#Text

*® The Mineconomy, Overview of IPs development in regions of Ukraine as of 24.11.2020
https://me.gov.ua/Documents/Download?id=8ff86333-713a-4381-b52f-f1e0f7f81e44

' https://zakon.rada.gov.ua/laws/show/3038-17#Text

'8 https://zakon.rada.gov.ua/laws/show/156-19#Text
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¢ regional development strategies;
e action plans for the implementation of regional development strategies;

e investment programs (projects) aimed at regional development.

While developing of documents of the state regional policy it should be considered the priorities of the
state regional policy and the documents of the state forecasting and strategic planning. Today, at the
regional level, regional development strategies for the period up to 2027 and action plans for their
implementation until 2023 are being approved, which, in particular, include tasks and measures aimed
at creating IPs.”® Also, the State Strategy for Regional Development for the period up to 2027 is
approved, which reflects the issue of supporting the attraction and placement of investments.

Gaps: At the national level, planning of IP development and location is carried out
in accordance with urban planning and regional development legislation and within
relevant strategic and planning regional documents. Such approach meets
recommendations for EIP master planning to some extent, however, the data on IP
location and development is branched out in various documents on the national,
regional and local levels. The current legislation does not provide with prerequisites
for establishing comprehensive national master planning for IPs. Also, there is no
national planning or strategic document which contains strategic vision or
requirements of IPs site selection, development and operations, on a national scale.

Environment recommendations for EIPs

Environmental & energy management and monitoring. According to the Law on Technical Regulations
and Conformity Assessment *°, certification of ecology management systems EMS and energy
management systems is not an obligatory but is provided on a voluntary basis for all legal entities in
Ukraine. Enterprises whose activities are related to harmful effects on the environment must be
equipped with facilities, equipment and devices for cleaning emissions or discharges or their disposal,
reducing the impact of harmful factors, as well as devices for controlling the amount and composition of
pollutants. In Ukraine, it is eligible to obtain such certification on a voluntary basis according to the
existing system of standards and bodies of assessment.

The Law on Environmental Protection® stipulates ecological requirements to placement, construction
design, construction, reconstruction, putting in operation and exploitation of enterprises, buildings and
other objects. The Law defines that during implementation of new and reconstruction of existing
enterprises, implementation of new technological processes and equipment, as well as in the process of
operating of enterprises, the environmental safety, rational use of natural resources, compliance with
environmental impact standards must be in place. This includes use, utilization, disposal of harmful
substances and waste or their complete elimination, compliance with requirements for environment
protection and human health.

At the same time, the monitoring of energy consumption is not obligatory and may be provided on a
voluntary basis within energy efficient measures or energy management systems operating.

At the national level, mandatory metering of consumption of electricity®’, natural gas>, heat and water
supply?® has been introduced, and the installation of metering equipment is a prerequisite for
connection to grids.

' https://me.gov.ua/Documents/Download?id=8ff86333-713a-4381-b52f-f1e0f7f81e44
? https://zakon.rada.gov.ua/laws/show/124-19#Text

! https://zakon.rada.gov.ua/laws/show/1264-12#Text

22 https://zakon.rada.gov.ua/laws/show/v0312874-18#Text

3 https://zakon.rada.gov.ua/laws/show/3533-17#Text

* https://zakon.rada.gov.ua/laws/show/2119-19#Text
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Energy efficiency targets are not set by existing legislation for industrial enterprises and may be
established on a voluntary basis, which is mainly to achieve economic efficiency. Supporting programs
and documents are being under development on national level (mostly, in relation to implementation of
EU — Ukraine Association Agreement).

The Law on Renewable Energy Sources * defines conditions of energy use from renewable energy
sources, sets a feed-in-tariff for producers of electric energy from solar, wind, biomass, biogas, micro,
mini, small hydropower, geothermal energy sources, and establishes conditions for providing auction
system for producers of electric energy for wind power installations with capacity of more than 5 MW
and solar installations with capacity of more than 1 MW.

The legislation also provides with the possibility of applying energy service contracts (ESCO) °.

Gaps: Apart from certain producer and consumer market freedoms, ecological
construction norms, energy tariffs, emission and effluent thresholds, and general
monitoring obligations, No certain environmental certification or monitoring
equipment requirements (especially for IPs) established which are to operate due
to general provisions of environmental legislation on these latter points. Also, the
legislation does not provide with requirements for certification of EMS and EnMS
(can be applied on a voluntary basis).

Energy. Basic Law on Energy Saving”’ is outdated (together with its mechanisms of support which are
mostly not being applied in relation to industry) and is planned to be replaced by new Law on Energy
Efficiency®® accordingly to EU directives. Energy efficiency targets are not set by existing legislation for
industrial enterprises and may be established on a voluntary basis, which is mainly to achieve economic
efficiency. Supporting programs and documents are being under development on national level.

Due to basic Law on cogeneration®, the side energy potential of technological processes is a secondary
energy resources that can be used to produce electricity and heat in cogeneration plants. Conversion of
side energy potential of technological processes refers to renewable energy sources. There is no
incentive or obligation to use side energy potential of technological processes. Therefore, such activities
can be carried out on a voluntary basis.

Gaps: No certain environmental requirements established for IPs. IPs operate
within general provisions of legislation which does not provide with requirements
for establishing energy efficiency targets for industrial enterprises.

Water. According to the Water Code of Ukraine®®, the industrial enterprises must obtain permits for
special water use. The permit defines the limit of water use, water intake, discharge of pollutants for
concrete enterprise. The Tax Code sets the rates of rent for special water use, in case of exceeding the
annual limits of water use, the fee is paid five times the amount consumed in excess of the limit. The
harm to the environment must be compensated to the state. In case of implementing measures of low-
waste, waste-free, energy and resource-saving technologies, enterprises may obtain tax, loan and other
benefits (absent in practice). Water-saving, re-use water consumption measures may be provided on a
voluntary basis (also, see paragraph “Environment management and monitoring” above). On a local
level ecological measures and programs are taken within local budgets that formed within 55% of
ecological tax (the rest 45% goes to the state budget for non-environmental expenditures) (see Annex B).

% https://zakon.rada.gov.ua/laws/show/555-15#Text

% https://zakon.rada.gov.ua/laws/show/327-194Text

7 https://zakon.rada.gov.ua/laws/show/74/94-%D0%B2%D1%80#Text

*® The Ministry of Energy of Ukraine, the Draft Law on Energy Efficiency
http://mpe.kmu.gov.ua/minugol/control/uk/publish/article?art id=245489123&cat id=167475
7 https://zakon.rada.gov.ua/laws/show/2509-15#Text

% https://zakon.rada.gov.ua/laws/show/213/95-%D0%B2%D1%80#Text
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Water savings and reuse programs are not obligatory and may be implemented on a voluntary basis. On
a national level ecological taxation is established (see line “Water consumption”, “Water”) as a fiscal
(economic) instrument for water savings and obligatory water consumption metering. No minimum
requirements for volume of water reuse established.

Due to the Water Code of Ukraine, rational water usage and water savings measures are referred to the
competence of local authorities and basin boards and may be implemented within state and local
budget programs.

Gaps: No certain environmental requirements for IPs established which are to
operate due to general provisions of environmental legislation which does not
provide with requirements for water efficiency, reuse, and recycling.

Waste and material use. The Law on Waste *' obliges legal entities to provide waste disposal and
measures for waste management (totally 20 obligations). Also, the Law obliges legal entities to obtain
permit for operations with waste or to declare the volume of waste generation (depend on the volume
of waste generation)®.

Currently, there are no approved by the Government forms of waste permits as well as the procedure
for obtaining such permit (no bylaw regulations). Therefore, in fact, the permit system in the field of
waste management is absent.

The moratorium on environmental inspections (during quarantine) does not allow public authorities to
systematically control the sphere of waste management. At the same time, penalties for waste
management violations are very low compared to the cost of implementing waste management
measures>".

Local administrations and local councils are obliged™ to organize the collection and disposal of
household and other waste, including waste from small producers, to create landfills for, as well as
provide the separate collection of useful components of waste. At the same time, building of landfills
due to established requirements needs huge amount of investments and often cannot be provided by
local authorities due to lack of budgets. Therefore, landfills often practically exist in form of dumps.

Hazardous waste management requires a license®* and / or permit for transboundary movement of
hazardous waste'. License requirements set personnel, organizational, technological requirements for
hazardous waste management. In Ukraine, the infrastructure (enterprises) for reducing hazardous
materials is not effective, thus the amount of entities which provide services of reducing dangerous and
hazardous materials is not enough.

Gaps: Waste, environment, IP legislation do not provide with requirements of waste
management within IPs operating.

Climate change and the natural environment. The Law on Environmental Impact Assessment defines
that infrastructure projects such as industrial estate development projects and industrial parks are the
objects likely to cause a significant impact on the environment and subject to the environmental impact
assessment®. The environmental impact assessment includes assessment by environmental control
bodies and public hearings. The report on environmental impact assessment includes information on
planned activity of IP, environmental impact, measures on prevention, reduction, elimination of
negative impact on the environment, including (if possible) compensatory measures. The
Minenvironment maintains the Unified Register for Environmental Impact Assessment. The territorial

3! https://zakon.rada.gov.ua/laws/show/187/98-%D0%B2%D1%80#Text
32 https://zakon.rada.gov.ua/laws/show/1360-98-%D0%BF#Text

% https://zakon.rada.gov.ua/laws/show/80731-10#Text

3% https://zakon.rada.gov.ua/laws/show/446-2016-%D0%BF#Text

% https://zakon.rada.gov.ua/laws/show/2059-19#Text
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body of the Minenvironment determines the admissibility or substantiates the inadmissibility of the
planned activity and determines the environmental conditions of its implementation. The territorial
body of the Minenvironment determines the possibility of carrying out the planned activity and
determines the ecological conditions of its implementation.

According to the Law on monitoring, reporting and verification of greenhouse gas emissions °, the
system of monitoring, reporting and verification of greenhouse gas emissions should start operating in
Ukraine from 01.01.2021, and the first reliable verified data on greenhouse gas emissions will be
available no earlier than 2022. Installations which carry out greenhouse gas emissions must be
registered in the State Register. The law defines that emissions from stationary installations may be
carried out after obtaining a permit (issued by the territorial bodies of the Minenvironment and the
Ministry of Health). As part of the environmental tax, emission tax rates are set. At the national level,
emission limit values have been approved, the list of which may be supplemented at the local level. In
case the enterprise exceeds the standards, air rehabilitation programs are approved at the local level,
and the damage is subject to compensation.

Also, the ecology tax for air emissions is established (see Annex B).

The Law on Environmental Protection®’ defines that emissions from stationary installations may be
carried out after obtaining a permit (issued by the territorial bodies of the Minenvironment and the
Ministry of Health). As part of the environmental tax, emission tax rates are set. At the national level,
emission limit values have been approved, the list of which may be supplemented at the local level. In
case the enterprise exceeds the standards, air rehabilitation programs are approved at the local level,
and the damage is subject to compensation.

Ukraine acceded to the Convention on the Conservation of European Wildlife and Natural Habitats in
1996. The Law on Amendments to Certain Legislative Acts of Ukraine Concerning the Implementation of
the Convention on the Conservation of European Wildlife and Natural Habitats ** provides for penalties
for violations of animal protection legislation. Legal entities are obliged to compensate for the damage
caused as a result of violations of legislation in the field of protection, use and reproduction of wildlife.
The penalties for damage to a wildlife are rather low.

Gaps: No certain environmental requirements for IPs in sphere of climate change
established which are to operate due to general provisions of environmental
legislation.

Social recommendations for EIPs

Social management systems. The national system of guarantees provides guarantees of labour law,
guarantees of citizens' rights to labour protection, collective agreement (obligatory in case if initiated by
employees/labour unions/management), guarantees regarding the duration of working hours, for
vacations and rest time, minimum salary, state social standards (in the areas of income, social services,
housing and communal services, transport services and communication, health care, education, service
by cultural institutions, service by institutions of sports, consumer services, trade and catering, social
work with children, youth and different categories of families)® .

The Law ** establishes requirements for protection of life and health of employees during the working
process, appropriate, safe and healthy working conditions. The Law defines rules and functions for
employer and employees on safety, occupational health and safety, with the participation of public
authorities including state control. ISO 18001 certification is not mandatory, but certification system in
place in Ukraine.

3 https://zakon.rada.gov.ua/laws/show/377-20#Text

% https://zakon.rada.gov.ua/laws/show/1264-12#Text

% https://zakon.rada.gov.ua/laws/show/1832-19#Text

% https://www.msp.gov.ua/content/pracivnikam.html

“° https://www.msp.gov.ua/content/socialni-standarti.html
“! https://zakon.rada.gov.ua/laws/show/2694-12#Text
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The Law on Citizens' Appeals® provides opportunities for citizens to participate in operating of
authorities, to influence the improvement of the work of public authorities and local bodies, enterprises
regardless of ownership, to defend their rights and legitimate interests and restore them in case of
violation. The Law establishes the form of appeals, complaints, as well as the procedure for their
mandatory free consideration and settlement of problematic issues, the deadline for consideration - 15
days, but not more than 45 days.

The rules of organization of office work on consideration of appeals are also established®.

The Law on Labour Protection* defines the principles of development, conclusion and implementation
of collective agreements and contracts in order to facilitate the regulation of labour relations and socio-
economic interests of employees and employers (regardless of the number of employees).

The principles of anti-discrimination in Ukraine are established at the level of the Law®, including the
state mechanism of anti-discrimination, administrative and criminal liability.

The Law on Collective Agreements * defines that the collective agreement establishes mutual
obligations of the parties to regulate industrial, labour, socio-economic relations, the prohibition of
discrimination (regardless of the number of employees).

Gaps: Special requirements for Social management Systems are not established for
IPs, at the same time mechanisms of general legislation may be used for their
performance (e.g. Collective Agreements).

Social infrastructure. State building norms B.2.2-28:2010 establish requirements for administrative and
household buildings and buildings with height up to 73.5 m of industrial enterprises, as well as
household premises of public buildings and structures. Such norms are intended for service of workers:
sanitary, health care, food. Practically, it possible to provide better conditions than minimal
requirements established by building and sanitary norms on a voluntary basis or within Collective
Agreement.

The Labour Code” defines that enterprises, within their powers and at their own expense, may
establish additional labour and social benefits for employees compared to the law. Such a rule is not
mandatory and may be part of a collective and / or individual employment contract.

The Law on Professional Development of Employers® defines the legal, organizational and financial
principles of functioning of the system of professional development of employees. Providing of
professional training of employees is carried out by employers accordingly the needs of their own
business. The employer may establish a separate unit for skills training of employees. Professional
training® of employees should be continuous and carried out in order to gradually expand and deepen
knowledge, skills and abilities. The Labour Code establishes guarantees of job and salary retention
during professional development training. Also, the salary for qualified employees should be higher. The
Collective Agreement may also contain provisions for professional development. However, in practice,
skills training can be formal.

Avoidance of discrimination is established at the level of law.

“2 https://zakon.rada.gov.ua/laws/show/393/96-%D0%B2%D1%80#Text
“ https://zakon.rada.gov.ua/laws/show/348-97-%D0%BF#Text

* https://zakon.rada.gov.ua/laws/show/3356-12#Text

“* https://zakon.rada.gov.ua/laws/show/5207-17#Text

“ https://zakon.rada.gov.ua/laws/show/3356-12#Text

“ https://zakon.rada.gov.ua/laws/show/322-08#Text

8 https://zakon.rada.gov.ua/laws/show/4312-17#Text

9 https://zakon.rada.gov.ua/laws/show/z0315-01#Text
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Gaps: Special requirements for Social infrastructure are not established for IPs, at
the same time mechanisms of general legislation may be used for their
performance (e.g. Collective Agreements).

Local community dialogue and outreach. The National Concept for Socially Responsible Business® °! is

being implemented which foresees regional plans, popularization among companies to include
measures of corporate social responsibility integration SDGs into business strategies and their
monitoring and posting information on websites of business entities. Such activity is carried on a
voluntary basis.

Due to the Action Plan for implementing the National Concept for Socially Responsible Business,
national authorities are to prepare recommendations for business on applying ISO 26000:2010 Guidance
on social responsibility, ISO 14001 Environmental Management System, to provide awareness campaign.

In Ukraine, 83% of companies follow activity of social responsibility and 52% has corporate strategies for
that™.

Gaps: Special requirements for local community dialogue and outreach are not
established for IPs in order to maintain regular dialogue with the community and
relevant civil society organizations, engage in community outreach activities and
maintain documentation.

Economic recommendations for EIPs

Employment generation. In Ukraine, the state policy in sphere of employment is characterized by an
imperfect formation of the state / regional order for education, lack of effective relations between
educational institutions, employers and local authorities>. To improve the situation on a labour market,
on a national level it is planned to ensure the development of an inclusive labour market,

At the same time, the IP policy is expected to enlarge capacity of IP to realize their potential as "points
of growth" that solve the problems of employment, ensure the activation of economic initiative,
business development within the National Action Plan of stimulating the creation of new jobs for the
period up to 2022,

The national policy for labour market foresees strengthening cooperation between all labour market
stakeholders, by disseminating the practice of local employment partnerships. The employment of
internally displaced persons is also a priority as well as for younger and older people.

The labour market is rather disbalanced internally, the problem of outflow abroad of personnel of
production professions and services exists.

The Law on the Principles of Prevention and Counteracting Discrimination defines, that decision, action
or inaction that aims to create restrictions or privileges regarding a person and/or group of people
based on place of residence is a discrimination.

In this connection, it is essential to cooperate with local labour market stakeholders and employees but

not to violate the principles of non-discrimination. This is the basic principle defined by the Constitution.

Gaps: Special requirements for employment conditions are not established for IPs in
order to provide opportunities for long-term employment.

*® https://zakon.rada.gov.ua/laws/show/66-2020-%D1%80#Text
*! https://zakon.rada.gov.ua/laws/show/853-2020-%D1%80#Text
52 .

https://csr-ukraine.org/
>3 https://zakon.rada.gov.ua/laws/show/1396-2019-%D1%80#n10
** https://zakon.rada.gov.ua/laws/show/216-2020-%D1%80#Text
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Local businesses, SME promotion and linkages. Due to Law on IP, the Mineconomy decides to include
the IP in the Register of IP due to such criteria: availability of labour resources, financial and logistical
resources, support of the IP by local authorities, expected results of IP operation (creation of new jobs,
export of products, involvement of small and medium enterprises), availability of agreements with
potential participants of IP. At the same time, mentioned criteria are not prescribed.

Also, the Law on IP states that IP participating company is the business entity of any form of ownership,
registered on the territory of the administrative-territorial unit of Ukraine, within which IP is located.
Therefore, it is encouraged the participation of local business in IP operating.

On a national level, SME development is promoted and receives support™, at the same time without
clear connection to IP development. On a national level, for SME development a list of strategical and
planning documents, laws were adopted *°, donors were involved for providing economic stimulus. Due
to that wide actions were and are taken to improve business environment for SME and positive
tendencies are noted by researches and ratings. The Mineconomy also provides recommendations®’ for
local long-term planning for the development of SME at regional level and the level of territorial
communities.

Gaps: Practically, economic and organizational barriers for SME development are
still high. Moreover, Current legislation does not provide with special requirements
to activities of SME within IPs in a clear way for a mandatory use by park
management and monitoring (control) on the national level. At the same time,
considerable attention is paid to the development of SMEs at the national level.

Economic value creation. Due to Law on IP, the concept of IP which is prepared by initiator of IP should
include basic information on IP and planned activity. On a stage of selecting on a competitive basis the
managing company of IP, such company should prepare business-plan of IP. Due to detailed
recommendations of the Mineconomy®, the business-plan for enterprises should include results of
market analysis, analysis of competitive environment, marketing activity plan, plan of production
activities, organizational plan, environmental protection plan, financial plan and investment program,
analysis of potential risks, budgetary and economic efficiency of investment, socio-economic influence
and results.

The Mineconomy decides to include the IP in the Register of IP based on criteria:
e availability of labour resources, financial and logistical resources,

e support of the IP by local authorities, expected results of IP operation (creation of new jobs,
export of products, involvement of small and medium enterprises);

e availability of agreements with potential IP participating companies.

On practice, IP are being included to the Register of IP with unclear possibilities of development,
without potential participating companies.

Development of IP meets investment, foreign direct investment targets, namely IP is positioned as
instrument of attracting investments and regional development. Due to Law on IP, tax stimulation is
foreseen, but tax stimulation is not established by the Tax Code because such stimulating is seen as
shortfall to state budget. The state support is provided by funding from State Fund of Regional
development on a competitive basis for certain projects, exemption from customs payments with

> https://zakon.rada.gov.ua/laws/show/4618-17#Text

*The Mineconomy https://www.me.gov.ua/Tags/DocumentsByTag?lang=uk-UA&id=295cacd3-0b67-4ec8-88c1-
€998a482f50d&tag=RozvitokMalogolSerednogoPidprimnitstva

> The Mineconomy https://www.me.gov.ua/Documents/List?lang=uk-UA&id=ed4b3e26-1ec5-457e-bab0-
0619511f7e74&tag=SpriianniaRozvitkuPidpriiemnitstva

%8 https://zakon.rada.gov.ua/rada/show/v0290665-06#Text
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complicated procedure, local budget support and exemption from local taxes in case of willing of local
authorities.

But in Ukraine, the lack of systematic support and incentives is considered one of the restraining factors
of IP development. Thus, conditions for IP operating are in-line with general conditions of doing
business, therefore high upfront capital costs with long returns on investment prospects limit
implementation.

Also, related to IP development in Ukraine, there are still systemic problems with providing
infrastructure (building or connecting) due to lack of interest of state and local authorities to provide
practical support and stimulus despite declared national interests for IP development.

Gaps: For the economic value creation recommendations for EIPS, the main gaps
are simultaneously became the barriers for IPs development (see section 3.4,
Technological and socio-economic barriers), which include lack of incentives to
reduce industrial pollution, lack of incentives for IP development, lack of willingness
of local authorities to support IP, the difficult and bureaucratic procedure of
connecting to the grids, high level of land tax, ecology tax, tax for non-residential
real estate.

The comparing analysis of the national conditions with international recommendations to EIP allows to
conclude that one of the main gaps connected to EIPs development in Ukraine is that legal provisions for
IPs include prerequisites for industrial development and attracting investments, although economic
conditions for operating within IPs do not differ from business as usual, and there is lack of conditions
that introduce environmental and social prospective for EIPs development and operations, at the same
time there is lack of regulations for establishing effective park management system and master planning
on a national scale.

EIPs are subject to a range of barriers, some of which can be tackled through the provision of an EIP
framework and strategic planning. According to UNIDO “An international framework for Eco-Industrial
Parks” (December 2017) barriers connected to EIPs policy development and implementation can be
considered from prospective of regulatory issues, technological and socio-economic issues and
institutional and organizational capacity.

Potential barriers and challenges for the development of IPs in Ukraine were identified during interviews
with such stakeholders’ representatives:

e the Committee of the Verkhovna Rada of Ukraine on Economic Development
e the Ministry for Development of Economy, Trade and Agriculture of Ukraine
the Ministry of Energy of Ukraine

the Ministry of Finance of Ukraine

the Ministry of Community and Territorial Development

e the Ministry of Environmental Protection and Natural Resources

e the State Agency for Energy Efficiency and Energy Saving

e Bila Tserkva City Administration (executive body of local council)

e the Ukrainian Chamber of Commerce and Industry

e the American Chamber of Commerce and Industry in Ukraine

e the Center of Economic Growth of Ukraine

e [P “BTsVAK” (Bila Tserkva city), IP “Agromash” (Zaporizhzhia city), IP “Patriot” (Sumy city).

Page 54



Global Eco-Industrial Parks Programme - Ukraine: Country Level Intervention
Policy Analysis Report

Regulatory barriers for EIP development consist of lack of relevant priorities in national policy:

lack of support to encourage EIP development (both informational and fiscal incentives)

lack of policies to encourage clean technology development and adoption

high barriers to launch and conduct operating IPs (corruption tax)

e international obligations connected to free and undistorted competition in trade relations

As for today, in Ukraine, the lack of enough, appropriate and enforcement of regulations limits the push
for traditional IPs and their resident businesses to transform their operations into sustainable
production centres.

An analysis of policies related to the development of IPs allows to conclude that in Ukraine the
development of IPs is mentioned in several national policies (see Annex B). However, the slow dynamics
of IPs development and their activities indicates that mentioning of IP in the strategies is rather
recommendation. This may be the lack of a strategic goal for the development of IP at the national
level. None of the national policies or strategies set quantitative or qualitative targets for the
development of IPs. IP are positioned in Ukraine as a tool for attracting investment and regional
development, to a lesser extent — as a component of industrial development.

International obligations. In line with obligations under the EU — Ukraine Association Agreement,
Ukraine and the EU have recognized the importance of free and undistorted competition in trade
relations. Thus, anti-competitive economic practices and agreements influence proper functioning of
markets and generally reduce the positive effects of trade liberalization. The concentration of economic
entities resulting in the monopolization or significant restriction of competition in the market is to the
extent incompatible with mentioned Agreement. Any assistance provided by Ukraine or EU Member
States with the use of public resources that distorts or threatens to distort competition by favouring
certain enterprises or the production of certain goods is incompatible with the proper functioning of
mentioned Agreement, in which it may affect trade between the Parties.

Therefore, when developing the EIP support system, it is necessary to harmonize provisions with the
Law on State Support to Business Entities and to coordinate with the Antimonopoly Committee of
Ukraine.

Technological and socio-economic barriers:

e lack of incentives to reduce industrial pollution and implementing waste management therefore
lack financial funds to implement pollution prevention mechanisms;

e lack of incentives for IP development, conditions for IP operating are in-line with general
conditions of doing business, lack of arrangement of IPs territories with engineering and
transport infrastructure, therefore high upfront capital costs with long returns on investment
prospects limit economic growth of IPs;

e lack of willingness of local authorities to support IP and insufficient interest and financial
priorities of local communities and local authorities for creating infrastructure of IP, attracting
participants (although, there are enough relevant local funds);

e the difficult and bureaucratic procedure of connecting to the grids. Procedures for connecting IP
to utilities (electricity, water, gas, heat) are very lengthy, while service providers have a
monopoly position in the regions;

e operating IPs with an area of less than 15 hectares cannot be included in the Register of IPs and
therefore cannot receive the state support (the Law on IPs establishes that IP must have areas
of 15-700 hectares);

e restrictions for inclusion into the Register of IP parks with operating enterprises (state support
for greenfield type of IPs);

e high level of land tax, ecology tax, tax for non-residential real estate;
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e economic lock-down due to pandemic, lack of support for business recovery.
In Ukraine, there is no separate national program to support the development of IP.

Interest-free loans and targeted financing on a non-repayable basis for the construction of IPs can be
provided within the State Budget of Ukraine for the current year. Such a norm rather carries
recommendation character than a mandatory one, and due to the lack of adequate financial resources
in the state, it becomes purely declarative. In addition, the legislation does not regulate the issue of
interest-free loans, which may lead to the use of structures that provide benefits, subjective approaches.

The procedure for obtaining customs benefits provided by the Law on IP is complicated and consists of
the following. If the initiators, management companies and participants of industrial parks decide to use
duty-free import of equipment, it is necessary to go through official procedures in at least four
government agencies (the Mineconomy, the Minfin, the State Tax Service and the central executive
body responsible for the sphere of production of relevant goods), with the final approval of the list and
amount of goods by the Government. After that it is possible to import the relevant goods without
paying import duties. As a result, since the adoption of the Law on IP and the relevant amendments to
the Customs Code of Ukraine, equipment with using customs benefits for IPs operating was not
imported.

The crisis in the country's economy over the past few years has affected the need to save budget funds,
so in fact there is no direct funding from the state budget to build the infrastructure of IPs. At the same
time, most concepts for the development of IP in Ukraine provide for the involvement of the state
budget. Accordingly, the lack of such funds hinders the construction of the infrastructure of IP.

The use of funds of the State Fund for Regional Development for investment in the infrastructure
projects of IP is carried on a competitive basis. Therefore, this source may not be basic one for EIP
development.

Regulatory environmental measures. According to the Tax Code of Ukraine, the environmental tax is a
national mandatory payment, which is based on the actual volume of emissions into the atmosphere,
discharges of pollutants into water bodies, waste disposal, the actual amount of radioactive waste
temporarily stored by their producers, the actual amount generated radioactive waste and from the
actual volume of radioactive waste accumulated before April 1, 2009.

To finance environmental activities, State and local environmental funds were established, one of the
sources of which was to be part of the environmental tax, which was distributed between the levels of
the budget system. Until 2015, the environmental tax filled the special fund of the state budget and was
directed through the state fund™ for environmental measures, in particular, 50% was directed to the
financial support of exclusively targeted projects of environmental modernization of enterprises within
the amount of environmental tax paid by them® ®. However, currently the environmental tax
instrument works only as a fiscal instrument for filling the budget, as due to the economic crisis of 2014,
the environmental tax was transformed into a source of filling the general fund of the budget, which is
spent on general government measures. Also in recent years, the constant change in the proportions of
the distribution of environmental tax between state and local budgets and between special and general
budget funds make it impossible to form a consistent environmental policy and implement state
programs in this area (45% goes to the general fund, 55% goes to special fund of local budgets and is
divided into local environmental measures in accordance with the approved government list of such
measures).

Environmental tax rates on air emissions and discharges into water bodies have increased in recent
years. The trend is still there - in September 2020, the Government initiated a bill Ne4101, which is to
increase environmental tax rates by 11.6%. Regarding the rate of environmental tax on CO2 emissions, it
is a question of increasing the rate of this tax from 10 to 30 UAH / ton. The tax on discharges of

*? https://zakon.rada.gov.ua/laws/show/634-98-%D0%BF#Text
% https://zakon.rada.gov.ua/laws/show/2456-17/ed20141026#Text
® https://zakon.rada.gov.ua/laws/show/756-2013-%D0%BF#Text
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pollutants into water bodies from 01.01.2021 is proposed to be doubled and to be gradually increased
10 times by 2029. In order to encourage polluters to comply with the limits set in the permit for special
water use, it is proposed to establish that if such limits are exceeded, and if the water user does not
have this permit, the tax on discharges of pollutants into water bodies is 10 times.

However, raising environmental tax rates does not stimulate emission reductions, and an imperfect
system of its administration creates preconditions for evading its payment **%,

Currently, the Ministry of Energy is developing a bill on the targeted direction of the CO, emission tax to
a special fund and the creation of a budget Fund for Energy Modernization with the provision of state
support to enterprises paying this tax on emission reduction measures.

According to the draft law on the State Budget for 2021, only UAH 64.7 million is provided directly from
the state budget for the implementation of environmental protection measures, for the improvement of
the state of the environment. For comparison, in 2021 revenues to the state budget from the payment
of environmental tax in the amount of 3.7 billion hryvnias are projected.®

Waste management. There is a situation of waste accumulation, with no state incentives and support
for enterprises to reduce them.

Barriers connected to institutional and organizational capacity

e lack of capacities and informational awareness of local authorities on benefits of EIP operating,
planning and monitoring

e lack of experience and awareness of national & local authorities and business on advantages of
industrial production according to the principles of EIPs

e lack of motivation among businesses for continuous improvements in moving toward an EIP

e non-successful experience of the operation of special economic zones and territories of priority
development, which were provided with tax and custom incentives

e more pressing economic priorities than environment, safety, and social cohesiveness due to
economic lock-down caused by pandemic

e lack of external support from owners, value chains, communities and international
organizations.

In relation to the institutional structure, the EIP policy can be implemented with the sustainable support
from the central government, efforts of local authorities, and involvement of business sector and civil
society. The EIP policy and legislation development by the Government will unite efforts and
competencies of the state bodies in the sectors of economy, budget and fiscal policy, environmental
protection and environmental security, regional development. At the same time, the influence of
stakeholders for EIPs development includes as follows.

According to the Law on IP, the formation and implementation of state policy on the establishment and
operation of IPs is carried out by the Mineconomy.

But there is currently a dividing of functions in progress between the Mineconomy and the Ministry of
Strategy Industries in the sphere of industrial policy. Thus, the development of the Industrial
Development Strategy until 2030 (in accordance with the development of an action plan for its
implementation) in November 2020 was transferred from the Mineconomy to the Ministry of Strategic
Industries. At the same time, the organizational structure of the Ministry of Strategy and Industry has

%2 Report of the Accounting Chamber of Ukraine 24.09.2019 Ne 25-2
https://rp.gov.ua/upload-files/Activity/Collegium/2019/25-2 2019/Zvit 25-2 2019.pdf
® Report of the Accounting Chamber of Ukraine 11.04.2018 Ne 10-3
https://rp.gov.ua/upload-files/Activity/Collegium/2018/10-3 2018/Zvit 10-3 2018.pdf
% https://w1l.cl.rada.gov.ua/pls/zweb2/webproc4 1?pf3511=69938
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not been formed yet, in fact it affects the fact that there is no structural subdivision of specialists who
will take care of industrial development issues.

Also, the policy of IP development in the relevant law and in the structure of the relevant state body of
the Mineconomy is considered as part of the investment policy and within the Mineconomy this
function is carried by the Investment Department which includes the Division of Tools for Attracting
Investments, which is a special unit in charge of IPs in Ukraine. At the same time, within the
Mineconomy the Directorate for Industrial Development is functioning, which is involved in the
development of IPs policy according to its competence. Although the Directorate on Industrial
Development is in charge of forming of industrial state policy and within this Directorate there is the
Expert Group of resource efficiency, which is responsible for increasing the competitiveness of industrial
sectors, including on the basis of smart specialization, resource efficiency and environmental economics,
sustainable development, rational use of natural and fuel and energy resources, development of
environmental policy, energy saving in industrial sectors.

The Committee of the Parliament on Economic Development® is the main one for consideration of
legislative initiatives for IP (except tax and customs preferences). The Committee supports the necessity
of the development of IP and initiated draft laws on tax and customs preferences in 2020 (see draft
laws Ne 3724, 3725, 4416-1, 5021 in Annex B).

The Committee of the Parliament on Finance, Taxation and Customs Policy *® is the main and exclusive
one for considering provisions of tax and customs benefits for IPs (amendments to the Tax and Customs
Codes should be carried out by separate laws). This Committee focuses on establishment of equal
operating conditions for all business entities by equal taxations, thus this committee is not interested to
support tax and customs benefits for IPs. Also, when considering tax and customs issues (that includes
incentives for IP), the Committee of the Parliament on Budget® (the main one for budget issues)
influences their adoption in terms of the completeness of the State budget (often the provision of state
budget support can be seen as a shortfall in the budget).

Also, the Ministry of Finance usually expresses the position that tax and customs incentives for the
development of IP will negatively affect tax revenues to the state budget, based on the fact that the
principles of the Tax Code of Ukraine are to ensure equal business conditions for all businesses and
taking into account unsuccessful results of SEZ and TPD in Ukraine.

The Minenvironment implements ecological programs, funded from the budget (however, the budget
for these programs is very small and limited).

At the regional level, the tasks for the development of IP policy are assigned to the structural units of
economic development, trade and investment. In fact, at the state level there is not even a separate
profile department of specialists who would take care of the development of IPs. Thus, there is an
insufficient level of centralized coordination of IP development in the country, which may also affect the
process of implementing EIP policy.

In this connection, when developing and implementing EIP policy in Ukraine, it is important to involve
all competent authorities in such activities, as well as to consider the possibility of creating a separate
body or focused institutional structure within authorised authority (or professional unit) that could
execute functions of public administration, planning, monitoring of EIP policy.

At the national level, there is a lack of information support related to the initiation, creation of IPs, the
algorithm of actions, current incentives, land selection. Such information is branched out in a number of
acts of basic, tax, customs, urban-planning legislation, in decisions of local authorities, building and
other norms. There is also lack of knowledge at the local level on tools to attract funding for the
development of IPs, finding investors, lack of information for investors about potential investment

% http://komprompol.rada.gov.ua/
% http://komfinbank.rada.gov.ua/
*” http://budget.rada.gov.ua/
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objects within IP. In particular, this is due to the lack of resources for such activities, as well as the low
level of self-regulation (due to the low interest of IPs in joint representation of their interests).

Experience of special economic zones and territories of priority development. In Ukraine there was a
practice of creating special (free) economic zones (hereinafter — SEZ) and territories of priority
development (hereinafter — TPD). Thus, the current Law of Ukraine "On General Principles of Creation
and Functioning of Special (Free) Economic Zones" (1992) stipulates that SEZ is a territory with special
legal regime of economic activity and procedure of application and action of Ukrainian legislation, which
provides for the introduction of customs, tax and financial economic privileges for national and foreign
legal entities and natural persons. SEZs are created with the purpose of attraction of foreign
investments which would facilitate development of infrastructure on priority directions of national
economy, attraction and implementation of new technologies, market methods of economic activity, as
well as improvement of natural and labour resources use. Until 2005, enterprises within SEZs were
provided with tax and customs benefits, during which time economic activity in SEZs revived and new
jobs were created, mostly in the western regions, but budget revenues were inefficient compared to the
benefits provided. Ukrainian SEZ were not significantly given state support for equipping and building
infrastructure. Also, in Ukraine, TPD were created (each was created by the special law), for which a
special regime of investment activity was introduced to overcome unfavourable socio-economic and
environmental conditions, unsatisfactory employment. In 2005, all benefits and guarantees of stability
of the established legal regime were abolished for economic entities operating within SEZ and TPD. To
date, the activities of economic entities within the SEZ and TPD do not differ from the general doing
business. But today there is an idea voiced by the President of Ukraine to create new SEZ in Donbass®.

The tendencies of IP development may be seen quite similar with SEZ and TPD. Also, the very definition
of IP is very consistent with the definition of SEZ and TPD, not having clear criteria for development.
Such similarity may influence negatively on the positioning of IPs which are often compared with SEZs
and TPDs. Therefore, in order to facilitate creation of financial support it is important to avoid
positioning of EIPs as following up SEZ and TPD.

For introducing EIP policy on national scale, it is crucial to formulate appropriate policy vision and goal.
During interviews with stakeholders’ representatives it was outlined that the policy vision and goal of
EIPs development in Ukraine should be based on the following prospective:

» circular economy approach;
sustainable growth of the economy, economic development of regions;
transparent and predictable approach of allocating of EIPs;

growth of cleaner production and decreasing ecological impact;

vV V V V

increase resource efficiency, create closed resource and waste cycles that can improve the
economic, environmental and social qualities of business and help attract investment to the
region, attract prestigious foreign companies, and increase the profits of industrial parks;

% https://www.president.gov.ua/news/shodo-vilnoyi-ekonomichnoyi-zoni-na-donbasi-64597
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» creation of production and business infrastructure that will facilitate the localization of
companies that adhere to the world's best business practices;

» revealing the significant potential of EIPs as an effective mechanism for overcoming problems in
industry and the consequences of the current economic crisis in Ukraine;

» focusing on regional and local development, development of amalgamated communities while
EIPs establishing and turning attention of local authorities.

Setting a long-term vision is important for developing a national EIP framework which further to be
divided into middle-term targets. The long-term vision is important to formulate overall strategy and
action planning involving all levels of stakeholders to promote innovative industrial development while
simultaneously achieving environmental and economic sustainability.

Also, during interviews with stakeholders’ representatives (local authorities) it was formulated that the
implementation of the policy of EIPs will increase the productivity of natural resources and reduce the
intensity of industrial environmental pollution. The organization of industrial production according to
the cluster approach, a positive impact on the development of logistics infrastructure, will allow local
communities to implement global practices in the sphere of environmental friendliness, energy
efficiency and sustainable development. For businesses, this will mean increasing competitiveness,
facilitating access to new markets and meeting consumer needs for environmentally friendly goods and
services. For citizens - reducing the industrial impact on the environment.

The diagram (figure 5) based on the GEIPP Policy Tool illustrates the forming of vision/goal for eco-
industrial park development in Ukraine based on the Vision-Theory of change, which can be designed as
follows: Sustainable economic and clean industrial growth with nature safeguard, regional
development and social benefits.
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Figure 5. Forming of vision/goal for EIPs development in Ukraine based on the Vision-Theory of change
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Due to A Practitioner's Handbook for Eco-IPs (September 2018), the process of implementing on the
national-level of international recommendations for EIP should be a mix of both top-down and bottom-
up approaches. A common interest and approach may be identified/created through a dialogue
between government and IPs.

In 2020 when developing the draft Strategy for the development of the industrial complex of Ukraine for
the period up to 2030, the Mineconomy included to the draft the definition of the EIP, which is as
follows and further is to be aligned with the international definition of EIP:

"Eco-industrial park - an industrial park where companies work with local communities to
reduce waste and pollution, efficient resource sharing, and which is characterized by the
following features:

use of previously disposed waste (solid, liquid, gaseous, etc.) from one production to another
to obtain a valuable by-product,

location and integration of companies within the industrial park into supply and value chains,
sharing of communal infrastructure, mainly related to water and energy use (in particular,
water reuse, energy cogeneration),

exchange of services between companies joint staff training, joint service ".

Also, the draft Strategy contains a section "Stimulating innovation and simplifying access to investment
resources for the introduction of resource-saving technologies", which provides for the measure:
"Stimulating the development of eco-industrial parks in different regions of Ukraine".

The integration of EIP definition into the Strategy for the Development of Ukraine's Industrial
Complex until 2030 will include the next step of developing a governmental Action Plan for
implementation the Strategy, which will set certain tasks for government authorities to develop
relevant legislation.

Today, the process of dividing competence in sphere of industry between the Mineconomy and the
Ministry of Strategic Industries is carried out. Initially, the Mineconomy has developed draft Strategy for
the development of the industrial complex of Ukraine for the period up to 2030 which was transferred
to the Ministry of Strategic Industries for further development and carrying out obligatory conciliation
procedures and submitting for consideration by the Government. Therefore, the Government action
plan for implementing this Strategy also will be developed by the Ministry of Strategic Industries, by
participation of the Mineconomy.

As a follow-up to the efforts to determine the inclusion of EIP policy in the strategy papers, it will also be
necessary to include EIP provisions into national legislation. Regarding to GEIPP Policy Tool the
comparative and indicative overview of policy instruments for EIPs was conducted (table 3).

Also, according to the results of discussion with key stakeholders, the policy instruments for
implementing EIP policy in Ukraine were identified as follows:

e integration of EIP policy into existing policies and governmental programs and action plans
is seeming as most appropriate;

e the regional authorities are to be the most interested parties of IP development on their
territory and should give more support to IP development.

During interviews with representatives of stakeholders it was outlined that for conditions in Ukraine the
most suitable is to integrate of EIP topics and issues into existing policies and governmental programmes
as a part if IP policy with certain requirements, support instruments and informational support.
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At the same time, the practice of adoption of national decisions connected to state support and
incentives may have resistance from side of authorities responsible of state budget and taxes. In this
connection, it would be preferable to focus on using available economic instruments with involving local
authorities and improving provisions of the State Strategy of Regional Development for 2021-2027. Also,
when developing EIP policy in Ukraine, it is necessary to search for and develop investment market
support instruments (for example, from the international market).

Table 3: The overview of policy instruments for implementing EIP policy in Ukraine

- More difficult |:| Neutral - Positive

COMPARATIVE AND INDICATIVE OVERVIEW
Integration

. with
achieve Level of Relevance

Iread
é r.ea. o complexity to SMEs
existing

systems

Flexibility to Ability to
make rapidly

Examples of policy instruments related to EIPs adjustments,

if/where short-term
needed results

Thematic strategies, programs and action plans
National policy and strategy aimed at providing the
overall basis for policy action on eco-industrial parks
Integration of eco-industrial park topics and issues
into existing policies and governmental programmes
National programme and action plan on eco-industrial
parks

Regional or local programme(s) and action plan(s) on
eco-industrial parks

Regulatory instruments and standards

Emission monitoring and limits for industrial parks

(e.g. air pollutants, effluents, hazardous wastes)

International framework for EIPs, including a common
understanding of what EIP entails and international
benchmarks

Minimum production standards

Economic instruments

Fees and charges to recover and share costs of
common services, utilities, and infrastructures
Taxes and tax exemptions (e.g. on energy, water,
specific sensitive or scarce resources)

Subsidies for development of eco-industrial parks or
implementation of EIP initiatives

Feed-in tariffs (e.g. feed-in tariffs for renewable
energy installations)

Deposit-refund systems (e.g. for companies in
industrial parks on containers, pallets)

Information-based instruments

Classification system for (eco-)industrial parks and
companies

Websites and portals (e.g. government agencies
responsible for industrial parks)

Awareness raising campaigns on EIPs

Education and training seminars on eco-industrial park
(e.g. for authorities, park management, companies)
Voluntary agreements

Voluntary reporting initiatives for (eco-) industrial
parks

Voluntary certification schemes (e.g. for industrial
parks, companies, infrastructure and utilities)
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Voluntary public-private sector and community
engagement initiatives on (eco-) industrial parks

According to UNIDO GEIPP Policy Tool, the assessment table for multi-criteria decision analysis was
developed in order to create an understanding of potential trade-offs between EIP policy intervention
options: options for EIP policy interventions and instruments were defined to be analysed and
prioritized (assessment criteria).

The criteria were selected according to result of interviews with stakeholders and identifying gaps and
barriers for EIPs policy development. The criteria show the most important prospective for EIP
development:

e introduction EIP policy and recommendations (as requirements) into national strategic
documents and legislation;

e introducing stimulus for industrial waste management;

e introduction EIP policy in regional strategic and planning documents;

e introducing economic instruments for EIPs development (state and local support);

e introducing taxation stimulus for entities within EIPs;

e rising awareness on EIPs, industrial symbiosis, involving entities to EIPs, attracting investments.
The figure 6 shows the weighted scores for each criterion in three dimensions (economic, environmental,
social) are calculated based on given score and allocated weighting for each criterion. The formation of

scores for the diagram was based on estimation of restraining factors for IPs development in Ukraine
(see paragraphs 3.3 and 3.4).

Figure 6. Potential trade-offs between EIP policy intervention options in Ukraine
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Assessment criteria

M Introduction EIP policy and requirements into national strategic documents and legislation

M Introducing stimulos for industrial waste management

M Introduction EIP policy in regional strategic and planning documents

M Introducing economic instruments for EIPs development (state and local support)

B Introducing taxation stimulos for entities within EIPs

M Rising awareness on EIPs, industrial symbiosis, involving entities to EIPs, attracting investments

The estimation of weight of each criterion shows that in Ukraine the EIPs development will need
legislative, economic and informational support. Such estimation based on experience of IPs
development which is mostly constrained by the lack of economic benefits (lack of incentives to
reduce industrial pollution, lack of incentives for IP development, lack of willingness of local authorities
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to support IPi) and at the same time strong needs to overcome technological and socio-economic
barriers.

In order to develop effective national EIP policy in Ukraine which will bridge the gaps (section 3.3) and
overcome barriers (section 3.4) identified in relation to international recommendations for EIPs such
categories of policy instruments to provide interventions on a national scale may be introduced
(according the UNIDO Implementation Handbook for Eco-IPs (2017)*° and Practitioner’s Guide to
Strategic Green Industrial Policy’):

e Governance: includes institutions with certain responsibilities and functions to provide needed
regulatory reforms and further support of their implementation.

¢ Mandating: includes regulatory instruments related to national planning, requirements for EIPs,
environmental liability, monitoring, control and enforcement.

¢ Economic instruments: include incentives and support on a national and local levels.

¢ Informational instruments: are to raise awareness on benefits of cleaner production, relevant aspects
of the environment, such as environmentally beneficial or harmful behaviours, effects of pollution and
the benefits of conservation, on attracting investments into clean technologies.

The implementation of EIPs regarding these categories of policy instruments will require the
development of specific mechanisms with clear objectives that can influence business and IP
participation in EIPs from the view of infrastructure and capacities aspects.

Figure 7. EIP policy system
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Infrastructure Capability
Energy Park management services
g Water Monitoring of EIP operating
u'">,’~ Waste and material use Planning and zoning
% Climate change and the natural Environmental & energy management
S environment and monitoring
.'_:“ Social infrastructure Social management systems
§ Employment generation Social infrastructure (gender equality)
-‘_? Local businesses, SME promotion and Social infrastructure (human resource
u% linkages development)
Economic value creation Local community dialogue and outreach
Economic Informational
instruments

The development and implementation of mentioned instruments should involve reasonable regulatory
instruments to eliminate needless regulatory barriers and provide incentives for the business entities to
provide benefits for investing and operating within EIPs. The proposed instruments are presented below,
along with proposal for the scoping of EIP policy intervention actions as part of the GEIPP — Ukraine
Project.

% https://www.unido.org/sites/default/files/files/2018-05/UNIDO%20Eco-Industrial%20Park%20Handbook _English.pdf
7 https://www.unido.org/sites/default/files/2016-11/practitioners guide to green industrial policy 1 0.pdf
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Regulatory environment (mandating): EIP policy intervention actions

The MinEconomy is responsible for initial development and adoption of a regulatory framework for
EIP policy aimed at shaping a strategic vision of EIPs operating, including the vision into national
strategic and planning documents to unite actions of different institutions in transparent and effective
manner, elaborate the requirements, monitoring and control mechanisms, functions of authorities.
That includes the function of the MinEconomy of coordination between policymakers through the
Working Group for EIP policy development.

Given that environment and social recommendations for EIPs stand in-line with approximation of
Ukrainian legislation to EU legislation, for the introduction of recommendations for EIPs into draft EIP
laws the Minenvironment, the Minenergy, the State Agency of Energy Efficiency should take active part
in draft EIP laws developing for their interconnection with the sectoral laws in spheres of environment,
energy and resource efficiency, social sphere. It is important to promote by the Mineconomy, the
Minenvironment, the Minenergy, the State Agency of Energy Efficiency EIP policy as practical way of
implementation EU directives according to Ukraine — EU Association Agreement and therefore include
provisions for developing EIP policy into such national documents:
+» The Government's priority annual action plan (when drafted);
The State Strategy for Regional Development for 2021-2027 (amendments);
The Action plan for implementing the State Strategy for Regional Development for 2021-
2027 (when drafted);
+* The Strategy for Development of the Industrial Complex of Ukraine up to 2030 (if further
drafted by the MinStrategyindustry).

The regulatory system for EIP operating should include background for international
recommendations for EIP which offering state supporting mechanisms (within the Working Group on
EIP policy). The mandating provisions for EIPs should include:

+» developing the national strategic vision of EIPs developing (as a separate decree of the
Government or a section to the Strategy for Development of the Industrial Complex of
Ukraine up to 2030);

+» developing amendments to the Law on IP on EIP definition, introducing EIP within the IP
system in Ukraine, providing with provisions for launching of EIPs and possibility of
transforming IPs into EIPs;

+» developing of bylaws to the Law on IP to introduce EIP requirements or developing a
national EIP standard’’;

+» developing amendments to legislative acts establishing support mechanisms to EIPS
(section “Economic mechanisms”).

In order to bridge the gaps for introduction of recommendations for EIPs, it is reasonable to develop
amendments to the Law on IP to prescribe basic statement of EIP and basic provisions (for further
establishing requirements by bylaw regulations or through developing EIP standard), monitoring and
control mechanisms, functions of authorities, backgrounds for obtaining state support and incentives.

Close cooperation of the UNIDO project with the stakeholders should be established. In the process of
the Working Group establishment, it’s extremely important from the side of the UNIDO Project to
provide ministries and committees with international recommendations for EIPs to give proper
understanding. Given that the implementation of EIP policy is about regulatory aspects, the
information will be required to prepare draft laws and regulations, namely, to justify the adoption,
goals, objectives and main provisions, the expected socio-economic and environmental consequences
of the law after its adoption, analysis of regulatory impact on business.

e

S

\/
‘0

L)

"' In  Ukraine, the procedure for developing national standards is regulated by the Law of Ukraine On Standardization

https://zakon.rada.gov.ua/laws/show/1315-18#Text , which includes initiating (Article 18) the development of the EIP standard by the
Mineconomy before the National Standardization Body (SE “UkrNDNC”), establishing an appropriate technical committee (or act within existing
committee which competence correlates with IP or industrial issues), inclusion by SE "UkrNDNC" works on the development of EIP standard to
the Annual Program on National Standardization together with defined source of funding for such development (Article 19), development,
discussion, adoption of the EIP standard (Articles 20-22). Due to the Article 23, national standards are applied directly or by reference to them
in other documents of normative character; national standards are applied on a voluntary basis, unless their application is required by law.

In case of determining the level of recognition of the park as eco-industrial park at the level of normative legal acts on the basis of application
of the relevant standard (for receiving state support or for certification in order to attract investors / investments), the conformity assessment
procedure will be applied according to the Law of Ukraine On Technical Regulations and Conformity Assessment
https://zakon.rada.gov.ua/laws/show/124-19#Text . Such procedure will include the designation of conformity assessment bodies (Articles 32-
44) in the sphere of the EIP standard, including the need to develop and regulate the conformity assessment procedure for designation of
conformity assessment bodies in this sphere (Articles 9-14).
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Governance: EIP policy intervention actions

Successful implementation of the national EIP framework will depend on the effective governance
system of EIP operating, including EIP planning and EIP policy monitoring.

Such a governance system should cover the national level (the Mineconomy, the Minregion) and local
level (state regional administrations and local councils). It can be considered to establish a capable EIP
coordinating institution in sphere of coordination of the Mineconomy on the national level.

In Ukraine, it is rather long and complicated process of establishing new governance bodies for certain
spheres, therefore, further it will be reasonable to concentrate functions of EIP policy implementation
within the Mineconomy which is responsible for national economic, investment, industrial issues as
well as implementation of IPs policy. Such functions should cover issues connected to qualitative
master planning, support of EIP policy implementation and monitoring, considering the needs to
provide conditions for effective EIPs operating according to international recommendations which are
to be included into national legislation.

The governing system for EIP operating should include prerequisites for EIPs development (according
to international recommendations for EIP). The provisions for establishing governing system for EIP
operating should include:

®

+» developing amendments to the Law on IP on establishing EIP master planning and
EIP policy monitoring along with collaboration and functions of national and local
level authorities to provide EIP master planning and EIP policy monitoring.”

For coordination of EIP policy implementation at the regional level, the functions of regional state
administrations (and economic and investment departments in their structure) in the sphere of EIP policy
can be introduced. This will contribute into planning and monitoring of EIP policy at the national level,
exploring the regional dimension.

The capability, experience and technical capacity of RECPC as well as its regional representatives can
be used for implementation the EIP policy.

The background for establishment the strong EIP association is the voluntary network of IP and EIPs
initiators, IP and EIPs management companies, IPs and EIPs participating companies for sharing
experience and knowledge exchange (backed up by the GEIPP Ukraine Project).

The international experience shows the needs of pilot EIPs implementation to provide the exemplary
role and to identify prospective for improving EIP policy. Such approach also was planned by the
Concept of IPs creation in Ukraine, as of 2006. It will be reasonable to define the authority responsible
for pilot EIPs (e.g. the Mineconomy).

Additional options for introducing EIP management system may include (in the case of operational and economic feasibility) the creation of
an institution (or entrusting relevant functions to an existing institution (e.g. budget one) to ensure the implementation of EIP policy, as well as
creation of network of regional centers for EIP development.
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Economic instruments: EIP policy intervention actions

The multi-stakeholders’ approach will be implemented throw creation of the Working Group supported
by the GEIPP-Ukraine Project (which to be created and coordinated by official order of the
Mineconomy) that can contribute foster efficient development of national EIP policies and draft laws
and regulations.

The Committee of the Parliament on Economic Development involved in EIP policy formulation from
the outset, will further facilitate support and incentives for EIP policy in the Parliament committees
and support the adoption of the EIP draft law by the Parliament.

The Minregion should understand the EIPs importance for regional development and therefore to
initiate inclusion of provisions for EIP support from the State Fund of Regional Development into the
State Strategy of Regional Development for 2021-2027. The Minfin must deeply understand benefits of
EIP state support and tax & customs incentives in connection to economic growth, budget income
forecast, environmental impact and along with facilitation of the Mineconomy promote and justify
such support from state budget in the Committee of the Parliament on Budget as well as tax & customs
incentives in the Committee of the Parliament on Finance, Tax and Customs Policy.

When developing the EIP support system, it is necessary to harmonize provisions with the Law on State
Support to Business Entities and to coordinate with the Antimonopoly Committee of Ukraine.

In Ukraine today, the lack of budgetary support, tax and customs incentives for IPs, and consequently EIP
support, may hinder the development of EIPs. It is possible to overcome such an obstacle if the
authorities are aware of the benefits of EIP policy. Therefore, it is important for the GEIPP Ukraine
Project to demonstrate to government officials how EIP strategies can help businesses reduce their
impact and exceed expectations of local and national regulations, address environmental and social
issues, and increase tax revenues to fill state and local budgets.

The tax and customs incentives in Ukraine are to be established by laws — the Tax Code of Ukraine and
the Customs Code of Ukraine.

The budgetary support may be established through the annual law on state budget, special budget
programs, state targeted economic programs (e.g. to establish new targeted state program on EIPs
development) and other mechanisms (such as the State Fund for Regional Development) as well as local
budget support.

The state economic supporting mechanisms for EIPs should be chosen according their availability. The
provisions for establishing economic supporting mechanisms for EIPs should include:

@,

< developing amendments to the State Strategy of Regional Development for 2021-
2027 for introducing EIPs into prospective of a regional growth to obtain budget
support for EIPs from the State Fund of Regional Development.”

Considering identified institutional barriers to promote IPs in Ukraine, during formation of economic
support on a national level (which can be developed within the Working group described above) such
points will be crucial for its effective development:

to identify opportunities for special state program of EIPs support;

to provide economic forecasts for EIP development when applying international

recommendations;

to elaborate instruments with low influence on budgets (e.g. revolving fund);

to identify and provide support financial mechanisms that may be obtained with

support of authorities with minimal spending of budget funds (e.g. green bonds);

to involve international and national financial institutions that will be interested on

environmental projects with EIPs (e.g. IFC, UkrGasBank);

to negotiate with EU and international partners grant funding for environmental projects

within EIPs;

73 - ) ) . . -

Additional options may include the provision of support from state/local budgets to create the infrastructure of EIPs, providing tax/customs
benefits, taking into account the need to comply with the principles of non-distortion of economic competition according to the Law of Ukraine
On Protection of Economic Competition https://zakon.rada.gov.ua/laws/show/2210-14#Text ).
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to elaborate common instruments of local intensives and multiply successful
experience (e.g. voluntary environment agreements with local authorities).

Informational instruments: EIP policy intervention actions

Given that the development objective of the GEIPP — Ukraine Project is to demonstrate the viability
and benefits of EIP approaches in scaling up resource productivity and improving economic,
environmental and social performances of businesses, the impact on all groups of stakeholders is to
strengthen their capabilities to ensure that they are able to implement and support EIP policy in a
long-term prospective without external dependence.

In this connection, the GEIPP — Ukraine Project is proposed to provide for the EIP stakeholders such
kinds of support according to its targets within the Project document and taking into account needs to
support implementation of effective EIPs governance, regulatory framework and instruments of
support for EIPs development in Ukraine as well as capability of IPs to transform into EIPs, capacity of
business entities to launch of EIPs and conduct their effective operating, capacity of local authorities
to provide local support for EIPs development:

provide policy support by translating the EIP concept and international experience to introduce

into national EIP policy and enabling national and local authorities to implement the EIP policy in

a long-term prospective;

raise awareness among key stakeholder groups in public and private sectors on the benefits of

EIPs;

capacity-building of key stakeholders throughout the entire development process of EIPs

(technical and non-technical capacities);

provide advice for park management companies to provide effective planning and monitoring,

reach sustainability in park operating, attract investments and participating companies;

provide technical support to enlarge resource efficiency and industrial symbiosis in existing IPs

towards reaching international recommendations for EIPs;

provide performance monitoring to estimate progress towards EIPs according to set objectives

and demonstrate environmental, economic and social outcomes.

The capability, experience and technical capacity of RECPC can be used for implementation the EIPs
informational support.

Within policy development component of GEIPP — Ukraine Project, it essential to create technical and
motivational capacity for policy-makers to understand the benefits of implementing of EIP policy in
Ukraine, barrier removal awareness, including EIP policy in strategic and planning governmental
documents, supporting changes in policy frameworks including development of legislative and
regulatory provisions (amendments). Based on the mentioned prospective and results of interviews,
informational needs of the GEEIP — Ukraine key stakeholders (policymakers) are as follows”:

+* basic knowledge of EIPs, the purpose of creation of EIP, benefits, impact on the
national economic growth (industrial competitiveness, job creation, climate
change mitigation and adaptation, master planning);

++ international experience of EIP policy implementation (case studies), experience
of bridging gaps for introducing EIP policy in GEIPP countries;

** international experience of EIP governing in GEIPP countries (for developing
proposals on governing EIPs in Ukraine);

+*» international experience of supporting mechanisms and incentives for EIPs;

*+» economic analysis and forecast (feasibility study) for implementing EIP policy in
Ukraine, incl. analysis of regulatory impact; economic justification of providing
supporting mechanisms and incentives for EIPs in Ukraine (for justification of

74 A . . . . . . ) . )
According to the results of interviews with representatives of stakeholders and international experience UNIDO “An international framework
for Eco-Industrial Parks” (December 2017)
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drafting legislation and providing finance and economic incentives according to
Dec. 9507);

«*» opportunities to apply the international recommendations for EIPs in Ukraine.

As a part of creation of mandating regulatory instruments, developing a national approach for EIPs,
developing of an updated EIP policy framework for its integration into existing national policies and
regulations should be based on an approach described in A Practitioner's Handbook for Eco-IPs
(September 2018) and include steps:

> Engage stakeholders and secure commitment (stakeholder mapping and engaging, policy vision
and goals, capacity-building and awareness-raising)
> Diagnostics (technical analysis of IPs, policy and regulatory analysis, institutional analysis,
analysis of financial needs)
> Developing a national EIP roadmap (policy & regulatory reform, establish governance
structures and coordinating agencies, determine financing mechanisms)
» Launch, monitor and evaluate (monitoring, reporting and verification, scale up and mainstream
EIP programs)
Within Stakeholders Assessment Report it was proposed to create the interdepartmental Working
Group (working unit) supported by the GEIPP-Ukraine Project (which to be created by official order of
the Ministry for Development of Economy, Trade and Agriculture of Ukraine) which is a good practice in
Ukraine and can foster efficient development of national EIP policies and draft laws and regulations (the
proposal was preliminary agreed with the Mineconomy).

The Working Group will become the main developer of draft legislation, namely:

e preparing working concept of draft legislative decisions for implementing Eco-Industrial Parks
policy in Ukraine;

e developing draft law(s)/regulations for implementing Eco-Industrial policy in Ukraine;

e analysis of the status-quo in sphere of legal regulation;

e preparing economic, ecological, commercial, financial, technical analysis and information;

e evaluation of compliance with Ukraine's international obligations and the main provisions of EU
legislation;

e analysis of draft legislation regulatory impact;

e resolution of contradictory views on draft legislation via holding discussions at the ministerial
level

e coordination with the competent bodies;

e carrying out expert assessments and conclusions;

e providing support to official procedures of conciliation with all competent bodies during
obligatory consequence procedures within the Government;

e providing support to official procedures of expertise by the main and secondary parliament
committees, preparation drafts for consideration by the Parliament during obligatory
procedures within the Parliament;

e support collaboration with all the related bodies, constantly updating provisions of the draft
laws on all stages (if needed).

The Working Group for developing EIP policy and draft legislation will include representatives of the
GEIPP - Ukraine, the Ministry for Development of Economy, Trade and Agriculture of Ukraine, the
Committee of the Parliament of Ukraine on Economic Development (members of the Parliament and
experts from its Secretariat), the Ministry of Community and Territorial Development, the Ministry of
Energy, the State Agency for Energy Efficiency, representatives of the Ukrainian Chamber of Commerce
and Industry, city councils and administrations, also representatives of other organizations can be
included (civil society organisations, finance institutions). Also, it would be reasonable to involve
representatives of the Ministry of Finance into the Working Group.

7> https://zakon.rada.gov.ua/laws/show/950-2007-%D0%BF#Text
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For effective communication inside the GEIPP Ukraine Project, it is rational to approve key milestones,
plans, main provisions of draft legislation, achievements, and problems by the Steering Committee of
the GEIPP Ukraine Project (every half a year).

The table 5 presents the steps and actions, based on the Vision-Theory of change according to
Practitioner’s Guide to Strategic Green Industrial Policy (2016). The table is based on the Policy Tool
developed for GEIPP. The timing in diagram shows the potential period needed for certain actions and
may be used for planning of policy development within GEIPP — Ukraine without concrete using of the
proposed dates. Also, the procedures and timing were estimated according to the official procedures
and stages of adoption of laws and bylaws regulations (divided into levels of the Government and the
Parliament procedures), which carried out in accordance with the Rules of Procedure of the Cabinet of
Ministers of Ukraine’® and the Rules of Procedure of the Verkhovna Rada of Ukraine’’. That includes
inputs, expert & public discussions during mandatory cooperation with state bodies, obligatory public
consultations, updating provisions of drafts on all stages of law procedures in the Government as well as
in Committees of the Parliament (figures 8 and 9).

7® https://zakon.rada.gov.ua/laws/show/950-2007-%D0%BF#Text
"7 https://zakon.rada.gov.ua/laws/show/1861-17#Text
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Figure 8: The procedure of approval draft laws by the Government of Ukraine
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Figure 9: The procedure of adopting laws by the Parliament of Ukraine
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Table 5: Proposal for EIP policy action planning in Ukraine

1 Engage
stakeholders

2 Developing
the roadmap
and a
national
vision for EIP

policy

3 Developing
proposals for
inclusion in
Government
action plans
and
strategies of
measures of
the EIP policy

Many stakeholders in Ukraine
influence the formation and
implementation of EIP

development policy. These
include central government
institutions  with  extensive
sectoral competencies, local
government, individual
entrepreneurs and businesses,
and financial institutions.

Lack of conceptual Vvision,
national goal/s for EIP policy in
the country, including
concomitant economic,
environmental, and social
benefits and opportunities for
industrial development

Undefined government action
plans for the implementation
of eco-industrial parks policy at
the national level

78 By the MinEconomy request

Stakeholder mapping and
categorization

Stakeholder consultations

Analysis of national policy for
consistency with EIP objectives

Develop capacity-building and
awareness-raising activities

Establishment of the
Governmental Working Group
to develop a policy for eco-
industrial parks in Ukraine
Review of existing
international
recommendations and related
to EIP criteria in comparison to
national conditions

Developing a roadmap for the
implementation of the EIP
national policy

Developing proposals for a
national vision of EIP policy

Developing of economic
analysis and forecast
(feasibility study) for
implementing EIP policy in
Ukraine”®

Conducting a nationwide
survey on readiness for EIP
implementing

Inventory of Government
action plans (and strategic
documents) to identify the
possibility of including EIP
policies in Government action
plans

Development of EIP action
plans for inclusion in
government action plans
based on the EIP conceptual
vision within the
Governmental Working Group
Development of proposals for
their inclusion in Government
action plans based on the EIP
conceptual vision

Approval of the developed
draft provisions of
Government action plans at
the meeting of the
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# .- # ---

4 Development
ofa

Lack of basic legal framework
for EIP policy implementation

Governmental Working Group
and their submission to the
MinEconomy for official
approval (according to the
procedure in figure 1)

MinEconomy, GEIPP -
Ukraine, Committee

Legulatory Developing of draft regulatory ofithe Pe}rllament o November
ase on eco- L Economic
. . provisions 2021
industrial Development,
parks (law on Governmental
amendments Working Group
to existing MinEconomy, GEIPP -
laws) Ukraine, Committee
Expert & public discussions on Sl szrhament o November
draft regulatory provisions Economic 2021
Development,
Governmental
Working Group
MinEconomy, GEIPP -
Ukraine, Committee
Revision of draft regulatory of the Parliament on
.. - December
provisions by results of expert Economic
. K 2021
discussion Development,
Governmental
Working Group
Approval of the developed
draft law provisions at the MinEconomy, GEIPP -
meeting of the Governmental  Ukraine, Committee
Working Group and their of the Parliament on December
submission to the Economic 2021 -
MinEconomy for official Development, February 2022
approval by the Government ~ Governmental
(according to the procedure in  Working Group
figure 1)
Support of draft laws
consideration in the MinEconomy, GEIPP - March 2022 -
Parliament (according to the Ukraine until adopted
procedure in figure 2)
5 Developing Lack of regulations for EIP MinEconomy, GEIPP -

provisions for policy implementation Ukraine, Committee

the including criteria and . - of the Parliament on

. . . Developing of criteria for eco- -

implementati requirements for EIPs X : Economic February 2022
N industrial parks

on of criteria Development,

for eco- Governmental

industrial Working Group

parks MinEconomy, GEIPP -

(normative Ukraine, Committee

provisions or D e e of the Parliament on

EIP N . . Economic March 2022

standard79) criteria for eco-industrial parks Development,

and Governmental

provisions for Working Group

the Revision of draft criteria for MinEconomy, GEIPP -

implementati eco-industrial parks by results  Ukraine, Committee  April 2022

on of EIP of expert discussion of the Parliament on

| case of using the option of introducing a national EIP standard (based on the results of an expert discussion, or an authorized state
body in the field of industrial parks, or the decision of the established Governmental Working Group on EIP policy development, etc.), the
procedure for developing a national standard will based on the Law of Ukraine On Standardisation. In the case of determining by
law/regulations the recognition of the park as eco-industrial park on the basis of the application of EIP standard, it will be needed to fulfil the
conformity assessment procedure in accordance with the Law of Ukraine On Technical Regulations and Conformity Assessment (see paragraph
“Regulatory environment (mandating): EIP policy intervention actions”).
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planning of
eco-industrial
parks
(bylaws)

6 Developing
proposals for
instruments
to support
the policy of
eco-industrial
parks

7 Implemen-
ting and

Lack of legal framework for EIP
policy economic instruments
for support development of
EIPs in Ukraine

The national EIP policy
adopted within laws and

monitoring of regulations is to be supported

Approval of the developed
draft criteria for eco-industrial
parks at the meeting of the
Governmental Working Group
and their submission to the
MinEconomy for official
approval and support
(according to the procedure in
figure 1)

Developing proposals for
economic instruments to
support the policy of eco-
industrial parks (incl. actions in
paragraph “Economic
instruments: EIP policy
intervention actions”)

Expert & public discussions on
proposals for instruments to
support the policy of eco-
industrial parks

Approval of the proposals for
instruments to support the
policy of eco-industrial parks
at the meeting of the
Governmental Working Group
and their submission to the
MinEconomy for official
approval and support of the
Government's adoption
(according to the procedure in
figure 1)

Support of draft laws
consideration in the
Parliament if needed
(according to the procedure in
figure 2)

Conducting national master
planning for EIPs establishing
in different regions of Ukraine
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Committee of the
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Finance, Taxation
and Customs Policy,
Committee of the
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Ukraine, Minregion,
Committee of the
Parliament on
Economic
Development,
Governmental
Working Group,
Committee of the
Parliament on
Finance, Taxation
and Customs Policy,
Committee of the
Parliament on
Budget
MinEconomy, GEIPP -
Ukraine, Minregion,
Committee of the
Parliament on
Economic
Development,
Governmental September -
Working Group, December
Committee of the 2022
Parliament on

Finance, Taxation

and Customs Policy,

Committee of the

Parliament on

Budget

June-July 2022

August 2022

MinEconomy, GEIPP - January 2023 —

Ukraine until adopted
MinEconomy, _ .
regional state Jzz:)nzusary a
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EIP policy,
improving
law and

regulatory
provisions

for its effective
implementation, the
regulatory base is to be revised
as a result of its practical
implementation

Conducting negotiations with
financial/donor institutions to
launch support mechanisms,
attract investments into EIPs
Implementing state support
mechanisms for EIPs
Implementing monitoring
procedures for EIP policy:
developing forms of
monitoring reports, their
official adoption, developing
instructions for filling in
reporting forms, gathering
information

Developing proposals on
improving law and regulatory
provisions according to the
practical experience of EIP
policy implementation
Approval of the proposals for
instruments to support the
policy of eco-industrial parks
at the meeting of the
Governmental Working Group
and their submission to the
MinEconomy for official
approval and support of the
Government's adoption
(according to the procedure in
figure 1)

Support of draft laws
consideration in the
Parliament if needed
(according to the procedure in
figure 2)
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Today, Ukraine is pursuing a course in line with the UN Sustainable Development Goals and the
European Union course to greening all spheres of the economy. As the development of IPs was not
effective and country has a significant level of industrial pollution, waste accumulation, introduction of
the EIP model can be an effective example of greening industries. The EIP model aims to simultaneously
achieve the following goals: economic (improved production and business efficiency, the European
Green Course goals implementation), social (employees’ rights protection and community relations) and
environmental (e.g. resource efficiency and emission reductions). Therefore, the implementation of EIP
model should be managed through complementary mechanisms that enhance motivation of industrial
enterprises.

In this context, it is important to develop a proper understanding of EIP policy at the national, regional
level, for civil society and foster EIP development by introducing stable support instruments. At the
same time, given that state support priorities may shift their focus, it is necessary to look for tools that
will not depend on it. This includes the use of information support to develop a clear unified algorithm
for local communities and businesses on the process of creating EIPs, finding contractors and investors,
as well as identifying and assisting training in the use of financial instruments (in particular, for "green"
projects and industries) which can be widely used for the initiation and functioning of EIPs.

Given the general course of the country in the direction of greening of all spheres of public life, the
implementation of EIP policy can be a qualitatively new tool for achieving Sustainable Development
Goals and practical implementation of European directives due to the Association Agreement between
Ukraine and the EU.

The development of EIP policy in Ukraine should be based on the existing regulatory base for IPs,
providing with additional regulations, support, and criteria for EIPs based on UNIDO international
framework. The main gaps in Ukraine general national conditions related to the international
recommendations for EIPs are that the legal provisions on IPs include prerequisites for their industrial
development and investment, although the economic conditions for effective EIPs operating do not
differ from the general conditions of doing business. Also, there are no environmental and social
requirements for IPs along with absence of the national vision for creating an effective national system
of IPs, including absence of national planning for IP development and rather formal monitoring on a
national scale. In this context, the implementation of international recommendations for EIPs and EIP
policy will contribute to the systematization of IP and EIP development at the national scale.

At the same time, it will be necessary to strengthen the institutional capacity of national authorities for
the effective implementation of EIP policy and its stimulation, strengthening coordination, planning,
monitoring the effectiveness of EIP policy.

For case of Ukraine, in the context of fulfilling the obligations under the Association Agreement between
Ukraine and the EU and SDGs, EIP policy can become a practical tool with a demonstrative function
(exemplary role) on the implementation of EU Directives in the areas of environmental management,
waste and resource management, energy efficiency, air quality, industrial pollution and industrial safety,
adaptation to climate change, labour legislation, anti-discrimination and gender equality, labour
protection and safety. International commitments on the implementation of EU Directives into
Ukrainian legislation affect the conditions for EIP policy in Ukraine, which includes the creation of
contributory general national conditions for the creation of more responsible businesses and cleaner
industries.
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Annex A

Abstract from the Law of Ukraine “On Industrial Parks” *°

The Law on IP determines the legal and organizational principles for creation and functioning of IPs in
Ukraine in order to provide for economic development and increase the competitiveness of certain
areas, activate investment activity, create new workplaces, and develop the modern industrial and
market infrastructure.

According to Article 2, an IP is a territory, determined by the IP initiator according to the urban planning
documents and equipped with appropriate infrastructure, within which IP participating companies can
carry out business activity in the field of industrial production, as well as research work, and work in the
field of information and telecommunications, according to the terms determined by the Law and the
agreement on business activity in the IP.

Article 4 establishes that creation and functioning of IPs shall abide by the following principles:

e free access to information on the opportunity to use land plots to create IPs;

e competitive selection of the managing company on state and municipal owned lands;
e guaranteeing the right to land plots within the IPs;

e state support of IP creation;

e state incentives for investment into IPs.

The functional purpose of an IP is determined by the concept of the respective IP. The specifics of legal
regulations depending on the functional purpose of an IP, and the appropriate obligations of the
initiator and IP managing company are determined by the agreement on creation and functioning of an
IP.

The right to create IPs on state and municipal owned lands is held by bodies of state power, bodies of
local self-government that, according to the Constitution of Ukraine, exercise the land owner right on
behalf of the Ukrainian People and are vested with authority to manage land plots according to law, as
well as lessees of land plots that satisfy the requirements for lands used to create IPs, according to this
Law (Article 5).

Article 6 envisages that the right to create IPs on privately owned lands is held by the owners or lessees
of land plots that satisfy the requirements for lands used to create IPs.

On leased lands, IPs can be created at the initiative of the lessees, after appropriate changes are made
to the land plot lease agreement, and the lessor’s decision to approve the IP concept (Article 7).

According to Article 8, a land plot planned to be used for creation and functioning of an IP may be
located inside or outside of the boundaries of settlements and must satisfy the following requirements:

e industry land;

e suitable for industrial use regarding conditions and limitations of urban planning documents;

e area of the land plot, or total area of several adjacent land plots, must be at least 15 hectares,
but no more than 700.

Article 9 envisages that land plots within the boundaries of IP located on state or municipal owned lands
are used on the following conditions:

e the term of use of the land plot within the boundaries of an IP must be at least 30 years from
the day of the resolution to create an IP;

e land plots within the boundaries of IPs must be used in accordance with sanitary,
epidemiological and environmental requirements.

% The Law on Industrial Parks https://zakon.rada.gov.ua/laws/show/5018-17#Text
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The area for an IP on state or municipal owned lands is selected by bodies of state power and bodies of
local self-government, regarding the requirements of the Law. Selection of the area for an IP on state or
municipal owned lands is done at the expense of the state or local budget, as well as attracted
investments, funds of private investors, and other sources of not prohibited by the legislation (Article 10
of the Law).

Article 11 determines legal forms and the procedure for using lands within the boundaries of IPs. Within
an IP, land plots can be used by IP participating companies according to legal forms provided for by the
Land Code of Ukraine. IP managing company that acquired the lease right for the IP lands according to
the procedure established by the law, grants tenure and use (sub-lease) of land plots to the IP
participating companies, with development rights, according to the land legislation of Ukraine. If two or
more potential IP participating companies are interested in the same land plot within the boundaries of
an IP, the managing company shall hold a competition to select one participating company, regarding
the IP concept. An undeveloped land plot from state or municipal ownership is granted to the managing
company under a lease, according to the procedure established by the legislation. If IP is being created
on private lands, the rights to land plots can be granted to the IP participating companies by IP initiator
according to the legislation. If a lessee of a land plot initiates creation of an IP, this land plot or parts of it
are granted to IP participating companies directly, as a sub-lease, according to the land legislation of
Ukraine. Land plots are granted to IP participating companies to construct and maintain real estate
required for business activity. Proceeds from sale of state and municipal owned land plots on the
territory of an IP are included in appropriate budgets, according to the procedure envisaged by the
Budget Code of Ukraine and the Law on the State Budget of Ukraine for the respective year.

Chapter IV establishes the procedure and terms for creating IPs. According to Article 13, creation of an
IP can be initiated by bodies of state power, bodies of local self-government, legal entities, or individuals
that have the right to create IPs on state, municipal, or private lands.

A resolution to create an IP is made by the park initiator, based on the IP concept approved according to
the Law. An IP is created for a minimum term of 30 years. The IP initiator shall furnish a copy of the
resolution to create an IP and the IP concept to the authorized state body, within three calendar days
after the resolution was made. Information on the created IPs is public; access to such information is
ensured by the authorized state body. The resolution to create an IP is the basis for concluding an
agreement on creation and functioning of an IP, between the IP initiator and the IP managing company
(Article 14).

According to Article 17, the IP initiator must develop and approve the IP concept, which shall include the
following information:

e [P name; e |P development plan;

e [P initiator; e tentative resources (financial, material,

e purpose, task and functionality of the IP; technical, labour, natural, etc.) required for

e land plot location and area; the IP creation and functioning, and their

e term for which the IP is created; expected sources;

e requirements to IP participating e organizational model of the IP functioning;
companies; e expected results of the IP functioning;

e tentative total volumes of energy e other information, at the discretion of the
consumption, water consumption, etc.; park initiator.

Article 22 the essential terms of the agreement on creation and functioning of an IP.

The procedure for acquiring and losing the status of the IP managing company is established by Article
24,

Chapter VI determines the main rights and obligations of the IP initiator, the IP managing company, and
the authority of the authorized state body.

According to Article 26, IP managing company has the right to:

e carry out business activity according to the legislation, regarding the specifics provided for by the
Law;
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e regarding the requirements of the land legislation, grant IP participating companies sub-lease and
development rights for the land plot (or part) that is leased by IP managing company within the
boundaries of IP;

e create conditions to enable IP participating companies to connect to (joint) utility networks;

e in case of violation of the terms of agreement by IP initiator, demand termination of the agreement
and compensation of damages caused by such violation;

e extend the term of agreement, provided its terms are being fulfilled;

e receive payment for products manufactured (work and services provided) according to the terms of
the agreement;

e involve third-party contractors to carry out work and provide services within the boundaries of the
IP;

e on a quarterly basis, receive agreement performance reports from IP participating companies,
unless otherwise provided for by the agreement;

e raise the issue of expanding the IP boundaries, if new participating companies cannot be
accommodated within the existing territory.

IP managing company shall:

o fulfil the terms of agreement on creation and functioning of an IP;

e equip the IP according to the terms of the agreement on creation and functioning of an IP;

e ensure fulfilment of the IP business plan;

e invite IP participating companies and conclude necessary agreements with them;

e independently, or by request of IP participating companies, receive permits and approvals from
bodies of state power and bodies of local self-government, including those required to construct
industrial structures and other structures required to carry out business activity within the
boundaries of the IP; and to represent the interests of IP participating companies in relations with
permit bodies, services, enterprises, institutions and organizations;

e request approval of permanent improvements to property handed over to the managing company
by the park initiator;

e maintain the appropriate condition of the land plot, engineering and transport infrastructure and
other structures located within the boundaries of the IP, and ensure their appropriate operating
conditions;

e after the expiration of the agreement terms, hand over the land plot, together with the
infrastructure objects located on it, to the IP initiator, unless otherwise provided for by the
agreement;

e on a quarterly basis, submit reports on the IP functioning to the park initiator and the authorized
state body;

e preserve the commercial secrets of the IP initiator.

The terms and procedure for carrying out business activity within the boundaries of an IP are
determined in Chapter VII.

State support for equipping IPs can be provided at the expense of the state and local budgets, and other
sources not prohibited by the legislation. The authorized state body, city state administrations and
executive bodies of city state administrations, according to legislation, submit annual proposals to the
State Budget of Ukraine and drafts of resolutions on appropriate state budgets in respect of financial
support for equipping IPs. In case of construction of structures within the boundaries of IPs, IP initiators
— business entities and managing companies of IPs are not required to make share contributions to the
infrastructural development of the region. In order to provide state support for creation and functioning
of IPs, IP managing companies and IP initiators — business entities are granted interest-free loans and
special-purpose non-refundable financing for IP equipping, at the expense of funds provided for by the
Law on the State Budget of Ukraine for the respective year (Article 34).

Article 37 envisages that an IP is liquidated in case:

e during one year from the day of the resolution on the creation of the IP, an agreement on
creation and functioning of the IP has not been concluded;

Page 54



Global Eco-Industrial Parks Programme - Ukraine: Country Level Intervention
Policy Analysis Report

e during three years, no business activity was carried out within the boundaries of the IP by IP
participating companies.
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Annex B

Name of Sustainable Development Goals of Ukraine for the period up to 2030
policy/strategy

Type of policy Decree of the President of Ukraine

Main author The Mineconomy, all authorities

Implementation | 2019-2030

Objectives and | Sustainable Development Goals (SDG) of Ukraine are the guidelines for the development of

strategies forecast and program documents, draft regulations in order to ensure the balance of economic,
social and environmental dimensions of sustainable development.

Relevance to Infrastructure Capability

GEIPP Energy Environmental management and monitoring
Water Social management systems
Waste and material use Social infrastructure (gender equality)
Climate change and the natural environment Social infrastructure (human resource

Social infrastructure

Employment generation

Local businesses, SME promotion and linkages
Economic value creation

development)

National priorities and targets for SDG™ achievement relevant to GEIPP-Ukraine SDGs:
SDG 9 “Build resilient infrastructure, promote inclusive and sustainable industrialization and
foster innovation”
Target 9.1: Develop quality, reliable, sustainable and accessible infrastructure based on the
use of innovation technologies, including ecologically clean means of transport
Target 9.4: Promote accelerated development of high- and medium-technological sectors and
manufacturing industries which are formed based on the use of ‘education—science—
production’ chains and a cluster approach by areas: development of an innovation
ecosystem; development of ICT; use of ICT in agriculture, energy, transport and industry;
high-technology mechanical engineering; creation of new materials
SDG 12 “Ensure sustainable consumption and production patterns”
Target 12.1: Reduce resource consumption of the economy
Target 12.2: Reduce the loss of food along the production and marketing chains
Target 12.4: Reduce the amount of waste generation, and increase recycling and reuse
through innovative technologies and production
SDG 7 “Ensure access to affordable, reliable, sustainable and modern energy for all”
Target 7.1: Expand the infrastructure and modernize networks for reliable and sustainable
energy supply through the introduction of innovative technologies
Target 7.3: Increase the share of renewable energy in the national energy balance, through
the introduction of additional capacities
Target 7.4: Increase the energy efficiency of the economy
SDG 8 “Promote sustained, inclusive and sustainable economic growth, full and productive
employment and decent work for all”
Target 8.1: Ensure a steady GDP growth by modernizing production, developing innovation,
increasing export potential and exporting products with high value added
Target 8.2: Increase the efficiency of production based on sustainable development and the
development of competitive high-tech industries
Target 8.3: Increase employment
SDG 11 “Make cities inclusive, safe, resilient and sustainable”
Target 11.2: Ensure development of settlements and territories exclusively based on
integrated planning and participatory management
Target 11.3: Ensure protection and safeguarding of the cultural and natural heritage, with
involvement of the private sector
SDG 13 “Take urgent action to combat climate change and its impacts by regulating emissions
and promoting developments in renewable energy”
Target 13.1: Limit greenhouse gas emissions in the economy

Regulation Socio-economic, industrial competitiveness, energy, environmental
category

& https://zakon.rada.gov.ua/laws/show/722/2019#Text
8 https://www.kmu.gov.ua/divalnist/cili-stalogo-rozvitku-ta-ukrayina
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Name of
policy/strategy

The Association Agreement between the European Union and the European Atomic Energy
Community and their Member States, of the one part, and Ukraine, of the other part83

Type of policy

International level of obligations

Main author

All state authorities

Implementation

Since 2014 (valid indefinitely)

Objectives and
strategies

The political part: Political dialogue and reform, political association, cooperation in foreign
and security policy.

The economic part: Justice, Freedom and Security; Trade and trade-related matters;
Economic and sector cooperation; Financial cooperation.

Article 338 defines cooperation covers, among others, the following areas:

(i) promotion of energy efficiency and energy savings, including through the establishment
of energy efficiency policies and legal and regulatory frameworks, with the aim of achieving
major improvements corresponding to EU standards;

(j) development of and support for renewable energies in an economic and environmentally
sound manner;

(k) reduce emissions of greenhouse gases;

(1) scientific and technical cooperation an, paying attention to energy-efficient and
environmentally friendly technologies, including carbon capture and storage and efficient
and clean coal technologies.

Article 361 defines spheres of cooperation with aim at preserving, protecting, improving, and
rehabilitating the quality of the environment, protecting health, rational utilization of natural
resources and promoting measures at international level to deal with regional or global
environmental problems, in the areas of: (a) climate change; (b) environmental governance
and horizontal issues, including education and training, and access to environmental
information and decision-making processes; (c) air quality; (d) water quality and water
resource management; (e) waste and resource management; (f) nature protection,
including conservation and protection of bio and landscape diversity (eco-networks); (g)
industrial pollution and industrial hazards; (h) chemicals; (j) noise pollution; (k) civil
protection, including natural and man-made hazards; (l) urban environment; (m)
environmental fees.

Article 378 includes provisions on improving the business environment for all economic
operators, but with emphasis on Small and Medium Sized Enterprises, considering
internationally recognized principles and practices in this field.

Article 379 includes, among others, following actions:

(a) implement strategies for SME development, based on the principles of the European
Charter for Small Enterprises, and monitor the implementation process through annual
reporting and dialogue;

(b) create better framework conditions, that include the management of structural changes
(restructuring) and environmental and energy issues, such as energy efficiency and cleaner
production.

Annexes to the Association Agreement includes certain EU directives to be implemented into
Ukrainian legislation.

According to the Annex XXVII to Chapter 1 (amended in 2019)* Ukraine undertakes to
gradually approximate its legislation to the EU legislation:

Energy Efficiency: Directive 2012/27/EU on energy efficiency

Directive 2004/8/EC on the promotion of cogeneration

Directive 2002/91/EC on the energy performance of buildings

Directive 2006/32/EC on energy end-use efficiency and energy services

Directive 2005/32/EC on establishing a framework for the setting eco-design requirements
for energy using products

Directive 92/75/EEC on the indication by labelling and standard product information of the
consumption of energy and other resources by household appliances

Eco-design: Directive 2009/125/EC establishing a framework for the setting of eco-design
requirements for energy-related products

8 https://www.kmu.gov.ua/en/yevropejska-integraciya/ugoda-pro-asociacyu

8 https://ec.europa.eu/transparency/regdoc/rep/1/2019/EN/COM-2019-74-F1-EN-ANNEX-1-PART-1.PDF
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Renewable energy sources: Directive 2009/28/EC on the promotion of the use of energy
from renewable sources

According to the Annex XXX to Chapter 6 “Environment”, Ukraine undertakes to gradually
approximate its legislation to the EU legislation:

Environmental governance and integration of environment into other policy areas:
Directive 2011/92/EU on the assessment of the effects of certain public and private projects
on the environment (codification)

Directive 2001/42/EC on the assessment of the effects of certain plans and programmes on
the environment

Directive 2003/4/EC on public access to environmental information

Directive 2003/35/EC providing for public participation in respect of the drawing up of certain
plans and programmes relating to the environment

Air Quality: Directive 2008/50/EC on ambient air quality and cleaner air for Europe

Directive 2004/107/EC relating to arsenic, cadmium, mercury, nickel and polycyclic aromatic
hydrocarbons in ambient air

Waste and Resource Management: Directive 2008/98/EC on waste

Directive 1999/31/EC on the landfill of waste

Directive 2006/21/EC on the management of waste from extractive industries

Directive 2000/60/EC establishing a framework for Community action in the field of water
policy

Directive 2007/60/EC on the assessment and management of flood risks

Directive 91/271/EEC on urban wastewater treatment

Directive 98/83/EC on quality of water intended for human consumption

Nature protection: Directive 2009/147/EC on the conservation of wild birds

Directive 92/43/EC on the conservation of natural habitats and of wild fauna and flora
Industrial pollution and industrial hazards: Directive 2010/75/EU on industrial emission
(integrated pollution prevention and control) (recast)

Climate change and protection of the ozone layer: Directive 2003/87/EC establishing a
scheme for greenhouse gas emission allowance trading within the Community and amending
Directive 96/61/EC as amended by Directive 2004/101/EC

Regulation (EC) 842/2006 on certain fluorinated greenhouse gases

Regulation (EC) 2037/2000 on substances that deplete the ozone layer

According to the Annex XL to Chapter 21 “Cooperation on employment, social policy and
equal opportunities” Ukraine undertakes to approximate its legislation to the EU legislation in
spheres of Labour Law, Anti-discrimination and gender equality, Health and Safety at Work.

Relevance to Infrastructure Capability

GEIPP Energy Environmental management and monitoring
Water Social management systems
Waste and material use Social infrastructure (gender equality)
Climate change and the natural environment
Employment generation
Local businesses, SME promotion and
linkages
Economic value creation
The Association Agreement provisions stand in-line with EIP requirements. At the same time,
the period of implementation of certain provisions of EU directives is ongoing process with
timeframe 2-11 years from the date of adoption of the Association Agreement.

Regulation Socio-economic, industrial competitiveness, energy, environmental

category
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Name of
policy/strategy

The Action Plan for implementation of the Association Agreement between the European
Union and the European Atomic Energy Community and their Member States, of the one
part, and Ukraine, of the other part®

Type of policy

National action plan

Main author

The Cabinet of Ministers of Ukraine, all state authorities

Implementation

2017-2027 (being amended on a regular basis)

Objectives and
strategies

The Action Plan defines certain actions to achieve targets of Association Agreement,
formulates 1943 tasks covering 24 areas and sets terms and responsibilities of the authorities
for approximation Ukrainian legislation to EU legislation.

Relevance to

GEIPP

Infrastructure Capability
Energy Environmental management and monitoring
Water Social management systems
Waste and material use Social infrastructure (gender equality)

Climate change and the natural environment
Employment generation

Local businesses, SME promotion and
linkages

Economic value creation

The Action Plan does not contain certain provisions on IP or EIP development but contains
measures which stand in-line with EIP requirements in economic, ecological and social
spheres:

e support of development of cogeneration (672-673);

e mandatory metering of consumption of energy (709), implement an energy efficiency
commitment scheme to achieve the energy reduction target (720-1),

e establishing of the National Energy Audit System (720-2),

o defining instruments to stimulate the implementation of energy efficiency measures (720-
5)

e bringing terminology in the field of renewable energy use in line with EU requirements
(757-54)

e development and adoption of the Strategy for the development of the industrial complex
of Ukraine for promoting the modernization and restructuring of certain industries in
Ukraine (819)

o implementation of the Strategy for the Development of Small and Medium-Sized
Enterprises of Ukraine for the period up to 2020 (855)

e social policy and labour relations that includes labour conditions, security, social
guarantees collective agreements, social dialog, gender non-discrimination (actions 1314-
1387)

e establishment of a procedure for consultations with environmental protection bodies and
a procedure for public consultations (1689)

e development and approval of the strategy for improving air quality within the Strategy of
the State Environmental Policy of Ukraine (1694)

e adoption of national legislation on state air monitoring (1696)

e adoption of national legislation on waste management (1704)

e introduction of special environmental measures for the protection of migratory species of
wild birds (1707)

e preparation of waste management plans according to the five-level waste hierarchy and
waste prevention programs (1705)

e realisation of a strategy in the field of industrial pollution and man-made threats within
the framework of the Basic Principles (strategy) of the state environmental policy of
Ukraine for the period up to 2020 (1724)

e formation and implementation of climate change policy (1726)

o development of a national plan for the allocation of quotas for greenhouse gas emissions
between installations (1729)

e introduction of a permitting system for greenhouse gas emissions and a system of putting

& https://zakon.rada.gov.ua/laws/show/1106-2017-%D0%BF#Text
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into circulation units of quotas for greenhouse gas emissions to be sold at the national
level between installations in Ukraine (1730)

establishment of a system for monitoring, reporting and verification of greenhouse gas
emissions, as well as procedures for public consultation (1731)

implementation of a permit system for waste disposal facilities and a mechanism for full
coverage of waste management costs (1756)

adoption of national legislation and determination of the authorized body (bodies) in the
field of waste management (1757)

establishment of a system that will ensure the creation / development by operators
(business entities) of waste management plans (1758)

establishment of procedures for closing and further supervision of production sites of
mining waste; establishment of a permit system, financial guarantees and control system
(1759)

Regulation
category

Socio-economic, industrial competitiveness, energy, environmental
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Name of
policy/strategy

The Program of the Cabinet of the Ministers of Ukraine *

Type of policy

National strategy

Main author

All authorities within coordination of the Cabinet of the Ministers of Ukraine

Implementation

Since 2020

Objectives and
strategies

European integration, overcoming the economic crisis, improving the quality of life,
greening production

Relevance to
GEIPP

Infrastructure Capability

Environmental management and monitoring
Social management systems

Social infrastructure (gender equality)

Social infrastructure (human resource
development)

Local community dialogue and outreach

Energy

Water

Waste and material use

Climate change and the natural
environment

Social infrastructure

Employment generation

Local businesses, SME promotion and
linkages

Economic value creation

The directions of the Program are significantly stand in-line with EIP policy, in particular:

1.3. Ensuring equal rights and opportunities for women and men.

5.1. Development of entrepreneurship (provision of fiscal, regulatory and financial
and loan support, incentives, introduction of credit support programs for small and
medium enterprises, creation of tools to attract investment).

5.3. Restoration of industry (creation of fiscal, regulatory and administrative
conditions to produce high-tech products, fiscal incentives, promoting the development
of industrial parks as investment sites with engineering and transport infrastructure).

5.4. Development of the labour market (reset of the social dialogue system;
increased security, effective implementation of labour rights).

6.2. Effective tax system (introduction of tax incentives to direct part of the profits of
enterprises to reinvest in their own development).

7.4. Road transport and highways (increase in the volume of road construction).

8.1. Regional development (balanced development of territories, effective direction
of support from the State Fund for Regional Development).

9.2. Environmental policy (reduction of greenhouse gas emissions, reduction of air
pollutant emissions, reduction of discharges into water bodies, creation of an open
database on industrial pollution, introduction of a chemical management system,
prevention of environmental degradation and man-made catastrophes and accidents).

10.1. Social standards and quality services.

Regulation
category

Socio-economic, industrial competitiveness, energy, environmental

8 https://www.kmu.gov.ua/npas/pro-zatverdzhennya-programi-diyalnosti-kabinetu-ministriv-t120620
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Name of
policy/strategy

The Government's priority action plan for 2020 ’

Type of policy

National action plan

Main author

All authorities within coordination of the Cabinet of the Ministers of Ukraine

Implementation

2020

Objectives and
strategies

European integration, overcoming the economic crisis, improving the quality of life,
greening production

Relevance to
GEIPP

Infrastructure Capability

Energy
Water

Social management systems
Social infrastructure (gender

Waste and material use

Climate change and the natural environment
Employment generation

Local businesses, SME promotion and linkages
Economic value creation

equality)
Social infrastructure (human
resource development)

The Action Plan provides with measures to improve the legislation in the following areas
that may have an impact on policy-Face is and / or correlated with it:

Ensuring equal rights and opportunities for women and men, reducing the pay gap
between men and women

Development of the labour market, including professional development,
reintegration of migrant workers to the development of small business
Development of entrepreneurship, including small and medium business
Introduction of tax incentives aimed at restoring economic activity of economic
entities after the end of quarantine

Determination of measures for 2021-2023 to achieve the goals of the State Strategy
for Regional Development for the period up to 2027

reforming the mechanisms of the State Fund for Regional Development
Restoration of domestic industry, including:

- implementation of the concept of Industry 4.0;

- simplification of procedures for connection to electricity, gas, water, transport
networks, obtaining land for construction of industrial facilities;

- increasing the number of industrial parks, their participants, setting up new
industries, creating jobs, increasing revenues to the budgets of all levels;
development of a draft law on reducing the level of industrial pollution, establishing
requirements for the use of the best available technologies and methods of
management, monitoring and control of industrial activity

approval of the National Energy Efficiency Action Plan for the period up to 2030
approval of the State Targeted Economic Program for Energy Efficiency and
Development of Renewable Energy Sources for 2021-2025

approval of the Integrated Plan for Combating Climate Change and Energy
Development until 2030

launch of a system for monitoring, reporting and verification of greenhouse gas
emissions and development of mechanisms for reducing greenhouse gas emissions
preparation of measures to combat climate change and adaptation measures
introduction of financial and economic mechanisms to stimulate the reduction of
discharges of polluted wastewater into water bodies

Adoption of the Law on Waste Management

Revision of the environmental tax to increase its efficiency

Definition of conceptual directions of transformation of coal regions, attraction of
investments, development of small and medium business (includes development of
several certain industrial parks in coal regions)

Improvement of the auction model of support for electricity production from
alternative energy sources

Regulation
category

Socio-economic, industrial competitiveness, energy, environmental

8 https://zakon.rada.gov.ua/laws/show/1133-2020-%D1%80#Text
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Name of
policy/strategy

The Concept of Industrial Parks Creation **

Type of policy

National strategy

Main author

The Mineconomy

Implementation

Since 2006

Objectives and
strategies

The purpose of the Concept is to determine the principles and prospective of creation and
development of IPs.

Relevance to
GEIPP

Infrastructure Capability

Monitoring of EIP operating
Planning and zoning

Climate change and the natural
environment

Local businesses, SME promotion and
linkages

Economic value creation

The Concept is aimed at:

> development of regulatory framework
determination of criteria for IP (economic, financial and budgetary, environmental)
introducing a simplified procedure for granting land plots to IP managing companies
simplified procedures of entities and investors registration
introduction of stimulation for IPs;
launching pilot projects for the creation of IPs in Kyiv, Lviv, Odesa and Kharkiv regions,
as a result of which the formation of a network of IPs begins.
The Concept stipulates that the production sites of unattractive investment enterprises in
industrial zones, as well as areas free of constructions (especially in regions with developed
infrastructure), can become "points of regional growth" if IPs are created.
At the initial stage, it was advisable to give preference to the creation of private IPs with the
involvement of foreign companies that already have practical experience in this field, as well as
large domestic enterprises. The formation of a network of state and regional IPs should be
carried out in accordance with the main directions of development of state and regional
industrial policy, considering the tasks associated with the development of urban
agglomerations.
It is advisable to create IPs in industrial regions near large urban agglomerations, but outside
them, except when there is proper infrastructure and land directly in industrial areas, as well as
environmental conditions that allow the creation of IPs within settlements.
The Concept is to be implemented in three stages.
At the first stage (2006-2007) it was envisaged to develop of regulatory framework for the
creation and operation of IPs, identify promising areas for the location of IPs based on a
comprehensive assessment of the available potential of resources and competitive selection of
projects for the creation of such IPs, to launch pilot projects of IPs.
The second stage (2008-2010) was to provide implementation of pilot projects of IPs,
formation of a system of management and monitoring of IPs operating.
At the third stage (after 2009) it was envisaged to conduct a comprehensive analysis of the
results of pilot projects of IPs, estimate the results, to improve the legislation governing the
activities of IPs, including management, coordination and control schemes, to create a network
of IPs in different regions.
The Mineconomy is to coordinate the implementation of the Concept.
As of today, the most of the Concepts’ provisions are outdated and the Concept do not provide
with clear prospective targets and measures up to date.

Y V V V V

Regulation
category

Socio-economic, Regional development

8 https://zakon.rada.gov.ua/laws/show/447-2006-%D1%80/conv#Text
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Name of
policy/strategy

The State strategy of regional development for 2021-2027%

Type of policy

National strategy

Main author

The Minregion

Implementation

2021-2027

Objectives and
strategies

Defines the general vector of sustainable development of regions in accordance with the
Sustainable Development Goals of Ukraine until 2030

Relevance to
GEIPP

Infrastructure Capability

Environmental management and
monitoring

Social management systems

Social infrastructure (gender equality)
Social infrastructure (human resource
development)

Local community dialogue and outreach

Energy

Water

Waste and material use

Climate change and the natural
environment

Social infrastructure

Employment generation

Local businesses, SME promotion and
linkages

Economic value creation

The Strategy provides tasks:

¢ Introduction of effective mechanisms to intensify the activities of industrial parks in
areas where coal mining and coal processing enterprises are being closed.

¢ Introduction of mechanisms to support cross-border industrial and technology parks.

¢ Definition and arrangement of infrastructure of territories within which production
activity can be carried out, by providing in projects of town-planning documentation of
industrial zones, industrial districts, groups of the enterprises or separately located
enterprises, in particular territories where the innovative infrastructure, industrial parks
are located, taking into account their specialization and transport accessibility.

¢ Providing support to the waste processing and utilization industry, which uses
advanced innovative technologies.

¢ Implementation by the regions of joint measures for the development of the economy,
transport infrastructure, use of the economic complex, reduction of anthropogenic
impact, introduction of processing and utilization of household and industrial waste and
principles of integrated territory management.

¢ Promoting the re-equipment of production facilities based on modern technologies,
including energy efficient, resource-saving and environmentally friendly.

¢ Promoting the development of infrastructure (engineering, logistics, digital) areas to
attract investment from coal-mining regions.

¢ Development and implementation of a set of measures to prevent and adapt to climate
change

¢ Development of engineering and transport infrastructure

The objectives of the Strategy are funded through the mechanism of the State Fund for
Regional Development on a competitive basis.

Also, the tasks of the Strategy can be financed from the state budget, subventions from
the state budget to local budgets, local budgets, technical assistance and sectoral support
of the EU, other international donors, international financial organizations, investors, own
funds of enterprises.

Regulation
category

Socio-economic, Regional development, Environmental, Energy

8 https://zakon.rada.gov.ua/laws/show/695-2020-%D0%BF#Text
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Name of
policy/strategy

The State fund for regional development *° **

Type of policy

National policy reflected in legislation

Main author

The Minregion

Implementation

Since 2012

Objectives and
strategies

Financing of regional development projects on a competitive basis and in accordance with
regional development strategies and action plans for their implementation

Relevance to
GEIPP

Infrastructure Capability

Environmental management and
monitoring

Social management systems

Social infrastructure (gender equality)
Social infrastructure (human resource
development)

Local community dialogue and outreach

Energy

Water

Waste and material use

Climate change and the natural
environment

Social infrastructure

Employment generation

Local businesses, SME promotion and
linkages

Economic value creation

Expenses of the State Fund for Regional Development are directed to the implementation of
investment programs and regional development projects aimed at regional development,
creation of infrastructure of industrial parks and fulfil the priorities of the State Strategy of
Regional Development and regional strategies.
Requirement for co-financing from local budgets at the level of 10 % is established.
The selection of projects for funding is carried out on a competitive basis, which is not a
mechanism of permanent investment and is also limited by the amount of funds for the fund in
the annual state budget.
Oblast and Kyiv city state administrations form regional commissions to conduct evaluation and
preliminary selection of projects.
Only central and local executive bodies, local self-government bodies, regional development
agencies may act as applicants.
The total estimated cost of construction projects (new construction, reconstruction,
restoration, overhaul) is more than 5000 thousand UAH, and for other projects - more than
1000 thousand UAH.
The lists of investment programs and projects are submitted by the oblast and Kyiv city state
administrations to the Minregion by May 1 of the year preceding the planned one.
To evaluate investment programs and projects, the Minregion forms a Commission.
Based on the results of the assessment by the Commission, the Minregion submits to the
Cabinet of Ministers of Ukraine for approval a proposal on the distribution of expenses of the
State fund for regional development by August 1 of the year preceding the planned year.
Projects can be implemented at the expense of the State fund of regional development in the
next budget period.
Project evaluation criteria:

e level of project impact on the community or region;

e impact of the project on solving the problem;

e innovativeness of the project;

e availability of co-financing from local budgets;

e socio-economic orientation of the project.
It is important that the implementation of the project has a direct impact, for example, on
increasing the applicant's development budget, and would increase the competitiveness index
of the region (city) on one or more indicators, or create additional opportunities for the
investment climate.

Regulation

Socio-economic, Regional development, Environmental, Infrastructure

% https://zakon.rada.gov.ua/laws/show/2456-17#Text
%1 https://zakon.rada.gov.ua/laws/show/196-2015-%D0%BF#n66
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category |

Name of
policy/strategy

The National Environmental Policy Strategy up to 2030°

Type of policy

National strategy

Main author

The Minenvironment

Implementation

2019-2030

Objectives and
strategies

The aim of the Strategy is to achieve good environmental status by introducing an
ecosystem approach to all areas of socio-economic development in order to ensure
the constitutional right to a clean and safe environment, introduction of balanced
nature management and preservation and restoration of natural ecosystems.

Relevance to
GEIPP

Infrastructure Capability

Energy Environmental management and

Water monitoring

Waste and material use Local community dialogue and outreach
Climate change and the natural
environment

Objectives of the Strategy:

¢ Formation in society of ecological values and principles of sustainable consumption
and production

¢ Ensuring sustainable development of Ukraine's natural resource potential

¢ Ensuring the integration of environmental policy in the decision-making process on
the socio-economic development of Ukraine

¢ Reduction of environmental risks in order to minimize their impact on ecosystems,
socio-economic development and public health

¢ Improvement and development of the state system of environmental management

Achieving the goals of the Strategy is carried out in two stages:

by 2025 it is planned to stabilize the environmental situation by consolidating changes
in the system of public administration, which took place by reforming the system of
public environmental management, implementation of European environmental
norms and standards, improving environmental accounting and control systems,
introduction of financial and economic mechanisms to stimulate environmentally
oriented structural transformations. , introduction of mechanisms to stimulate
enterprises to energy efficiency, introduction of e-government, dissemination of
environmental knowledge, as well as raising environmental awareness of society,
informatization of the field of environmental protection and nature management at
all levels;

by 2030 it is expected to achieve significant progress in improving the environment
by balancing socio-economic needs and objectives in the field of environmental
protection, ensuring the development of environmentally efficient partnerships
between the state, businesses and the public, sustainable low-carbon development,
which will additional stimulus to the socio-economic development of Ukraine.

Regulation
category

Socio-economic, environmental

%2 https://zakon.rada.gov.ua/laws/show/2697-19
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Name of
policy/strategy

The Concept of implementation of state policy in the field of industrial pollution
and the Action Plan for its implementation ** **

Type of policy

National strategy and action plan

Main author

The Minenvironment

Implementation

2019-2028

Objectives and
strategies

The purpose of the Concept is to create appropriate legal and institutional
prerequisites for effective prevention, reduction and control of industrial pollution in
Ukraine.

Relevance to Infrastructure Capability
GEIPP Energy Environmental management and
Water monitoring
Waste and material use Local community dialogue and outreach
Climate change and the natural
environment
The implementation of the Concept is carried out in three stages:
e 2019-2021:
> enshrining at the legislative level the principles of integrated prevention,
reduction and control of industrial pollution, mandatory use of the best
available technologies and management methods, the interdependence of
the environmental impact assessment procedure with the procedure for
obtaining integrated permits, accounting for industrial pollution and
reporting, public participation and access to information on the issuance /
renewal of integrated permits, transboundary impact;
> introduction of a register (list) of installations, the operation of which requires
obtaining an integrated permit;
> creation of an electronic information system on integrated permits and
reporting of enterprises on the volume of industrial pollution
> approval by the Minenvironment of the list of best available technologies and
management methods for the first-third categories of Annex 1 to Directive
2010/75 / EC, in particular: “Energy”, “Metal production and processing”,
“Mineral processing industry”;
> increasing the institutional capacity of the Minenvironment
® 2022-2024:
> development and approval by the Minenvironment of list of best available
technologies and management methods for the fourth-fifth categories of
activities of Annex 1 to Directive 2010/75 / EC, in particular: “Chemical
industry”, “Waste management”;
> implementation of pilot projects for issuing integrated permits;
® 2025-2028:
> approval by the Minenvironment of the list of best available technologies and
management methods for the sixth category of activities of Annex 1 to
Directive 2010/75 / EC: “Other activities”;
> advanced training; improving the regulatory framework.
Regulation Socio-economic, environmental
category

% https://zakon.rada.gov.ua/laws/show/402-2019-%D1%80#Text

%* https://zakon.rada.gov.ua/laws/show/1422-2019-%D1%80#Text
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Policy Analysis Report

Name of
policy/strategy

The Law on Environmental Impact Assessment >

Type of policy

National policy reflected in legislation

Main author

The Minenvironment

Implementation

Since 2017

Objectives and
strategies

The Law defines legal and organizational policies for an environmental impact assessment
with a view to avoid and prevent environmental damage, ensure environmental safety,
environmental protection, rational use and restoration of natural resources, in the process
of decision-making on economic activity likely to cause a significant impact on the
environment, taking into account state, public and private interests.

Relevance to

Infrastructure Capability

GEIPP

Climate change and the natural
environment

Local community dialogue and outreach

According to the Law, industrial parks are the type of the proposed activity and objects
likely to cause a significant impact on the environment, therefore industrial parks are the
subject to the environmental impact assessment (EIA).

EIA procedure provides with the following stages:

e notification by the business entity to the authorized state agency (either local state
administrations or the Minenvironment) about planned activity which is subject to EIA;

e preparation by the business entity of an EIA report;

e public hearings;

e analysis by the authorized state authority of information provided in the EIA report, any
other information, including information obtained during public hearings;

e rendering of a motivated conclusion regarding EIA by the authorized state agency
(either local state administrations or the Minenvironment);

e considering the conclusion regarding EIA in a decision on conducting a planned activity
by the authorized state or self-government agency which will issue the respective
permit (decision) for activities

o if envisaged by the conclusion regarding EIA, the respective business entity shall
monitor the project after its completion

The failure to comply with the EIA procedure may be a ground for a suspension or even
prohibition for the use of enterprises or its parts via court proceedings.

If the decision on conducting a planned activity was made by the authorized state or self-
government agency before the entry into force by the Law, the Law does not cover such
activities (with some exceptions). Conclusions on state ecological expertise obtained
before the enforcement of the Law are valid.

Regulation
category

Socio-economic, Environmental

% https://zakon.rada.gov.ua/laws/show/2059-19#Text
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Name of
policy/strategy

The Environmental tax (the Budget Code of Ukraine)

Type of policy

The National policy reflected in legislation

Main author

The Cabinet of Ministers of Ukraine, including the Ministry of Finance, the Ministry of
Environment, the State Ecology Inspection, the State Tax Service and other

Implementation

Since 2011

Objectives and
strategies

The environmental tax is a fiscal instrument that reduces the negative impact on the
environment by increasing the tax burden along with increasing the negative impact on
the environment.

Relevance to Infrastructure Capability

GEIPP Water Environmental management and
Waste and material use monitoring
Climate change and the natural
environment
In order to reduce the negative impact on the environment, the Tax Code establishes a
fiscal mechanism, namely the environmental tax, which consists of taxation of:
¢ emissions of pollutants into the atmosphere by stationary sources of pollution
(according to the list of substances and the hazard class of substances not included in
the list;
e discharges of pollutants into water bodies (rates vary according to the level of
concentration of pollutants; for discharges of pollutants into ponds and lakes tax rates
are increased by 1.5 times);
¢ waste disposal (except for the disposal of certain types (classes) of waste as secondary
raw materials placed on the own territories (facilities) of economic entities) (tax rates
are set depending on the hazard class and hazard level of waste; within the settlement
and on distances up to 3 km from them, the rates are three times higher, for the
disposal of waste in landfills, which do not ensure the exclusion of air pollution or water
bodies, tax rates are increased by 3 times);
¢ radioactive waste (including already accumulated);
e temporary storage of radioactive waste by their producers beyond the period
established by the special conditions of the license.
The tax rate for carbon dioxide emissions is 10 hryvnias per 1 ton (if the emissions are
more than 500 tons per year).
The rent also copes:
o for the use of subsoil for the extraction of minerals; for the use of subsoil for purposes
not related to the extraction of minerals;
» for special water use (in case water users exceed the established annual water use
limit) the rent is calculated and paid in five times based on the actual volumes of water
used above the set water use limit, rent rates and coefficients);
o for special use of forest resources.
According to the Budget Code, 45% of the revenue from the environmental tax goes to
the state budget, and 55% - to a special fund of the local budget (with a focus on local
environmental activities).
Environmental taxation carries mainly fiscal nature with increasing negative
environmental impact. This system is not effective enough, as local revenues are
insufficient to implement effective environmental measures. At the state level, tax
revenues are directed to national general (non-environmental) expenditures.

Regulation Environment

category
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Name of
policy/strategy

The National Waste Management Strategy in Ukraine until 2030 %
and the National Waste Management Plan until 2030 7

Type of policy

National strategy

Main author

The Minenvironment

Implementation

2017-2030

Objectives and
strategies

The Strategy is aimed at solving the critical situation that has developed with the formation,
accumulation, storage, processing, disposal and disposal of waste and is characterized by the
further development of environmental threats. The Strategy envisages introducing circular
economy principles and extending manufacturer’s liability to encourage the businesses to
minimize and recycle waste, as well as the establishment of the 5-step waste hierarchy,
introduced in EU. Occurs issues of household waste, industrial waste, waste of construction
and repair work, hazardous waste, wastes from agricultural production, specific types of waste
(packaging waste, waste electrical and electronic equipment, waste batteries, batteries and
accumulators, medical waste).

Relevance to Infrastructure Capability
GEIPP Energy Environmental management and
Water . monitoring
Waste and material use _ Local community dialogue and outreach
Climate change and the natural environment
Social infrastructure
Employment generation
Local businesses, SME promotion and linkages
Economic value creation
The Strategy and the National Plan envisage the gradual implementation of waste
management policy, which will mainly take place through adaptation to EU legislation, it is
planned to adopt basic laws on waste management and disposal.
In the area of industrial waste, the Strategy and the National Plan provide with following:
¢ Development and approval of regional waste management plans.
¢ Development of extractive industry waste management plans by enterprises.
¢ Introduction of economic instruments:
- to encourage the creation of waste management infrastructure facilities;
- to stimulate the use of biomass from agricultural production waste to produce biofuels,
electricity and heat;
- to prevent the generation of hazardous waste, through taxation;
- adoption of a law on the introduction of economic incentives for the introduction of
environmentally friendly production technologies and expanding opportunities for
processing (recycling);
- adoption of a law on the development of a financial and economic mechanism (creation of
the Industrial Waste Management Fund) for the development of a single infrastructure for
the treatment of industrial waste and the necessary scientific and technical support.
¢ Improving the institutional structure: establishing a central executive body for waste
management, an interdepartmental coordination council for research on recycling and waste
disposal.
¢ Strengthening human resources, developing higher education standards.
¢ Implementation of environmental management systems in enterprises to improve
environmental efficiency and implement measures to prevent pollution
¢ Creation of an effective sewage sludge management system
¢ Creation of infrastructure for hazardous waste treatment (including the establishment of the
National Hazardous Waste Management Center, inventory of hazardous waste treatment
facilities)
¢ Implementation and application of the best available technologies for industrial waste
generators and industrial waste treatment facilities.
e Creation of infrastructure for treatment of industrial waste and extractive industry waste.
¢ Creation of a system of training and advanced training of specialists in the field of industrial
waste management, providing training and certification.
Regulation Socio-economic, Regional development, Environmental, Infrastructure
category

% https://zakon.rada.gov.ua/laws/show/820-2017-%D1%80#Text

7 https://zakon.rada.gov.ua/laws/show/820-2017-%D1%80#Text
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Name of
policy/strategy

The Law on Waste™

Type of policy

National policy reflected in legislation

Main author

The Minenvironment

Implementation

Since 1998

Objectives and
strategies

The Law determines legal, organizational and economic basis of the activities connected
with the prevention or reducing amounts of formation of waste, their collection,
transportation, storage, sorting, processing, utilization and removal, neutralization by
burial and also with prevention of negative impact of waste on the surrounding
environment and health of the person in the territory of Ukraine.

Relevance to
GEIPP

Infrastructure Capability

Waste and material use Environmental management and
Social infrastructure monitoring
Local community dialogue and outreach

The Law defines competence of bodies of executive power and local self-government in
the field of handling of waste. It defines competence of the Government, local state
administrations and bodies of local self-government, state sanitary epidemiological
service of Ukraine, as well as specially authorized bodies of executive power in the field
of handling of waste.
The Law introduces regulation in the field of handling of waste according to which the
following norms are set:

e limit indices of creation of waste in the technological processes;

e specific indices of creation of waste, use and losses of raw materials in the

technological processes;

e other norms envisaged by the legislation.
The Law obliges legal entities to provide waste disposal and measures for waste
management (totally 20 obligations).
The Law obliges legal entities to obtain permit for operations with waste or to declare
the volume of waste generation (depend on the volume of waste generation)®.
Currently, there are no approved by the Government forms of waste permits as well as
the procedure for obtaining such permit (no bylaw regulations). Therefore, in fact, the
permit system in the field of waste management is absent. Also, the moratorium on
environmental inspections (during quarantine) does not allow public authorities to
systematically control the sphere of waste management.
Hazardous waste management requires a license’® and / or permit for transboundary
movement of hazardous waste'’. License requirements set personnel, organizational,
technological requirements for hazardous waste management.
The Law sets responsibility for violations in the field of handling of waste and the
procedure for compensation of damage caused due to violation of the legislation on
waste. At the same time, penalties for waste management violations are very low

compared to the cost of implementing waste management measures'*".

Regulation
category

Socio-economic, Regional development, Environmental, Infrastructure

%8 https://zakon.rada.gov.ua/laws/show/187/98-%D0%B2%D1%80#Text

% https://zakon.rada.gov.ua/laws/show/1360-98-%D0%BF#Text
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https://zakon.rada.gov.ua/laws/show/446-2016-%D0%BF#Text

101

https://zakon.rada.gov.ua/laws/show/80731-10#Text
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Name of
policy/strategy

Monitoring, Reporting and Verification of Greenhouse Gases Emissions '

Type of policy

National policy reflected in legislation

Main author

The Minenvironment

Implementation

Since 2021

Objectives and
strategies

The Law aimed at gradually adapting Ukraine’s GHG emission monitoring legislation with
European Union laws in line with the Ukraine - EU Association Agreement, the Law is a
prerequisite for introduction of market mechanisms for emission reductions. The Law is a
basic one and the practical system for fulfilling obligations will be specified in bylaws
currently being drafted.

Relevance to Infrastructure Capability
GEIPP Climate change and the natural Environmental management and monitoring
environment
The Law imposes the following obligations on all operators of industrial installations:
e to register industrial installations emitting GHG in the unified state-owned registry
(operators also will have to report any changes of information regarding industrial
installations);
e to develop a monitoring plan according to requirements set down in bylaws;
e to submit the monitoring plan for the approval of the state authority;
e to ensure the monitoring of GHG emissions according to the monitoring plan;
e to develop an operator’s report and submit it for independent verification;
e to submit the verified operator’s report to the state authority.
Measures introduced by the Law are expected to cover GHG emissions in key activities
specified in Directive 2003/87/EC, which established the scheme for greenhouse gases
emission-allowance trading within the EU. These activities include energy (e.g. fuel
combustion, mineral oil refineries), production and processing of ferrous metals (e.g.
metal ore roasting, pig iron and steel production) and the mineral industry (e.g. production
of cement clinkers, manufacture of glass and ceramic products), etc.
Regulation Socio-economic, Environmental, Infrastructure
category
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https://zakon.rada.gov.ua/laws/show/377-20#Text
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Name of
policy/strategy

Water protection and rational use (the Water Code of Ukraine)'®

Type of policy

National policy reflected in legislation

Main author

The Minenvironment

Implementation

Since 1995

Objectives and
strategies

The Water Code establishes legal base in order to ensure the conservation, rational use of
water for the needs of citizens and industries, reproduction of water resources, protection
of water from pollution, prevention of harmful effects of water and elimination of their
consequences.

Relevance to

Infrastructure Capability

GEIPP

Water Environmental management and monitoring

Local community dialogue and outreach

Organizational and economic measures regarding ensuring efficient use and protection of
waters and reproduction of water resources envisage:

e issue of permits to special use of water;

e setting norms and amounts of fees for the special use of water and throw out of
contaminants;

e granting tax, credit and other privileges to the users if they introduce low-waste, and
no-waste, energy and resource saving technologies, conducting other measures that
decrease negative influence on waters in compliance with the legislation;

e compensation of losses caused to water objects in case of violation of the legislation.

Fee for special water use is imposed with the purpose of stimulating efficient use and
protection of waters, reproduction of water resources and includes fee for use of water of
water objects and for throw out of contaminants. The amount of fee for use of water is
defined based on norms of fee, actual volumes of used water and limits set for water use.
Fee for water lost during transportation is imposed on the owners of water supplying
networks.

Establishing norms for water use and protection and reproduction of water resources is
carried out in order to ensure environmental and sanitary safety of water by setting
requirements for facilities which are subject to regulation. The following norms are
established:

e norms of ecological safety of water use;

e ecological norms of water quality of surface and underground waters;

e norms of maximum permissible discharge of pollutants;

e industry technological norms for the formation of substances discharged into water

bodies;
e technological norms of water use.

Regulation

category

Socio-economic, Environmental, Infrastructure

193 https://zakon.rada.gov.ua/laws/show/213/95-%D0%B2%D1%80#Text
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Name of
policy/strategy

The Law on Alternative Energy Sources -

Type of policy

National policy reflected in legislation

Main author

The Minenergy, the State Agency for Energy Efficiency, the National National Commission
for State Regulation of Energy and Public Utilities

Implementation

Since 2003

Objectives and
strategies

The Law defines legal, economic, ecological and organizational principles of use of
alternative energy sources and promotion of extension of their use in the fuel and energy
complex.

Relevance to

Infrastructure Capability

GEIPP

Energy Park management services

Climate change and the natural
environment

Economic value creation

Renewable energy is promoted through feed-in-tariff at the legislative level, the
guaranteed obligation of the state to purchase the generated “clean” electricity from its
producers is established by the Law.

A feed-in tariff is a special tariff for the purchase of electricity produced by electricity
generating facilities: solar, wind, biomass, biogas, micro-, mini-, small hydro, geothermal
electric stations (as regards hydropower, it is applicable only to hydropower plants up to
10MW).

Both industrial companies and private households may take advantage of the feed-in tariff.
Rates of feed-in tariff are set by Law for each kind of electric generation. The feed-in tariff
rates vary depending on the date of the energy facility comes into operating, including the
construction unit of the power plant (launch complex) that generates electricity from
renewable energy sources.

The feed-in tariff is fixed at the legislative level in euros until 31 December 2029, the rate
of the feed-in-tariff is regressive by mentioned term and the relevant fixed rate is applied
due to the date of the energy facility comes into operating.

The feed-in tariff is paid on all electricity generated, excluding electricity generated for the
producers’ own needs.

For obtaining state support from 2020, the mandatory auction regime started for wind
power plants with a capacity of more than 5 MW, and for solar power plants with a

capacity of more than 1 MW.

Regulation
category

Socio-economic, Environmental, Infrastructure, Energy
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https://zakon.rada.gov.ua/laws/show/555-15#Text
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Name of
policy/strategy

The Concept of Implementation of State Policy in the area of Climate Change for the
period up to 2030 and the Action Plan for its implementation ' 1%

Type of policy

National strategy and action plan

Main author

The Minenvironment

Implementation

2016-2030

Objectives and
strategies

The Concept and the Action Plan provide for the development of legislation in the area of
climate change. The main directions of the Concept: strengthening the institutional
capacity for implementation the state policy in this area, preventing climate change by
reducing anthropogenic emissions and increasing the absorption of greenhouse gases,
low-carbon development, adaptation to climate change. The Concept considers the main
provisions of the Paris Agreement.

Relevance to
GEIPP

Infrastructure Capability
Climate change and the natural Environmental management and monitoring
environment Local community dialogue and outreach

Employment generation
Local businesses, SME promotion and
linkages

The Concept and the Action Plan envisage:
¢ Introduction of systems for monitoring, reporting and verification of greenhouse gas
emissions and emission trading system

¢ Preparation of the National Allocation Plan and emission allowances

¢ Integration of measures to prevent and adapt to climate change into regional
strategies and action plans

¢ |dentification of international databases on best available technologies aimed at
reducing emissions, increasing absorption of greenhouse gases and adapting to climate
change, creating conditions for access of citizens and businesses to such databases

* Implementation of pilot projects within plans for adaptation to climate change at the
regional level, as well as cities, towns and villages

e Carrying out informational and educational activities

¢ Introduction of climate change issues to educational programs

Regulation
category

Socio-economic, Environmental, Infrastructure
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https://zakon.rada.gov.ua/laws/show/932-2016-%D1%80#Text

1% https://zakon.rada.gov.ua/laws/show/878-2017-%D1%80#Text
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Name of The Strategy for the development of small and medium enterprises in Ukraine until
policy/strategy 2020 and the Action Plan for its implementation '’ 1%
Type of policy National strategy
Main author The Mineconomy
Implementation | 2018-2020
Objectives and The purpose of the Strategy is to promote the development of entrepreneurship by
strategies creating favourable conditions for opening, running and growing small and medium
enterprises through consolidating the efforts of all stakeholders, which will ensure socio-
economic development in the country and improve living standards.
Relevance to Infrastructure Capability
GEIPP : :
Employment generation Environmental management and
Local businesses, SME promotion and monitoring
linkages Social management systems
Economic value creation Local community dialogue and outreach
The Strategy identifies six strategic areas:
e creating a favourable environment for SME development;
e improving access to finance;
e simplification of tax administration;
¢ popularization of entrepreneurial culture, development of training in entrepreneurial
skills, including promotion of social responsibility, intensification of cooperation with
vocational schools for vocational training and vocational reorientation in accordance with
the needs of the labour market;
e export / internationalization promotion;
e strengthening the competitiveness and innovation potential of SMEs (including greening
of production).
Regulation Socio-economic, Regional development, Environmental
category

107

https://zakon.rada.gov.ua/laws/show/504-2017-%D1%80#n8

1% https://zakon.rada.gov.ua/laws/show/292-2018-%D1%80#Text
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Name of
policy/strategy

The Concept of implementation of state policy in the field of promoting the development
of socially responsible business in Ukraine until 2030 and the Action Plan for its
implementation 109110

Type of policy

National strategy and action plan

Main author

The Ministry of Social Policy of Ukraine

Implementation

2020-2030

Objectives and
strategies

Introduction of modern mechanisms of interaction between the state and business, as well
as business and society, which will strengthen the mutual responsibility of all participants in
public life, create conditions for further socio-economic development of the state and
society, ensure sustainable economic growth in Ukraine in accordance with Sustainable
Development Goals. EU accession processes.

Relevance to
GEIPP

Infrastructure Capability

Social infrastructure Environmental management and monitoring
Employment generation Social management systems

Social infrastructure (gender equality)

Social infrastructure (human resource
development)

Local community dialogue and outreach

The Concept and the Action Plan provide for:

e Promotion of principles and standards of socially responsible business, conducting
information and educational campaigns;

¢ Development and implementation of a plan of national and regional measures to promote
the Sustainable Development Goals, adapted for Ukraine;

¢ Preparation of recommendations to enterprises to improve strategies for environmental
protection, search for new opportunities to improve environmental performance;

e Preparation of recommendations for business implementation of environmental
management systems in accordance with ISO 14001: 2015 (ISO 14001: 2015, IDT)
“Environmental management systems. Requirements and guidelines for use”;

¢ Preparation of business recommendations for improving business strategies in terms of
considering the principles and standards of socially responsible business, implementation of
DSTU ISO 26000: 2019 (ISO 26000: 2010, IDT) "Guidelines for social responsibility";

¢ Integration of the principles of social responsibility into the activities of companies;

¢ Monitoring and evaluation of the development of social responsibility in Ukraine,
dissemination of information about the development of socially responsible business.

Regulation
category

Socio-economic, environmental

109

https://zakon.rada.gov.ua/laws/show/66-2020-%D1%80#Text

10 https://zakon.rada.gov.ua/laws/show/853-2020-%D1%80#Text
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Name of
policy/strategy

The Energy Strategy of Ukraine for the period up to 2035 "Security, energy efficiency,

competitiveness

n 111

Type of policy

National strategy

Main author

The Minenergy

Implementation

2017-2035

Objectives and
strategies

The purpose of the Strategy is to meet the needs of society and the economy in fuel and
energy resources in a technically reliable, safe, cost-effective and environmentally friendly
way to ensure the improvement of living conditions of society.

Relevance to
GEIPP

Infrastructure Capability

Energy

Waste and material use

Climate change and the natural environment
Economic value creation

Environmental management and monitoring
Local community dialogue and outreach

The Strategy provides three phases of realization:
e till 2020: reforming the energy sector and approximating Ukrainian legislation to
European:

>

\4

>

Completion of the implementation of the 3rd EU Energy Package; modern energy
markets formation

Institutional reforming of the state energy companies and integration to ENTSO-G
Increasing of domestic natural gas production

Progressive decreasing of GDP energy intensity (from 0,28 t.o.e. per thousand USD
PPP in 2015 to 0,13 in 2035)

Increasing of the renewable energy sources share and investments regarding
Emissions Reduction National Action Plan

Introduction of an environmental management and audit system, decrease emissions,
introduction of a scheme for greenhouse gas emission allowance trading

e till 2025: optimization and Innovative Development of the Energy Infrastructure

>
>
>

>
>

Integration to ENTSO-E

Modernization of the energy grids infrastructure, smart-grids implementation
Development of heating infrastructure depending on local resources and regional
specifics

Country’s achievement to self-provision with natural gas from domestic production
Follow-up increasing of the renewable energy sources share up to 12% and
investments regarding Emissions Reduction National Action Plan

e till 2035: Ensuring Sustainable Energy Development

>

>
>

Innovative development and CHP plants and NPP construction instead of disposal or
obsolete units

Extensive implementation of smart-grids and client-oriented networks

Adaptation of the gas transportation system to the actual demands of the all-
European gas market

Increasing domestic natural gas production

Follow-up increasing of the renewable energy sources share up to 25% of GES and
investments to further emissions reduction

The Strategy envisages that by 2025 the reform of Ukraine's energy sector will be largely
completed, the priority targets for security and energy efficiency will be achieved, its
innovative renewal and integration with the EU energy sector will be ensured.

Implementing the tasks of the Strategy after 2025 will require approaches to energy
regulation, based on the basic principles of EU, to the development of strategic planning
documents and practical activities for the implementation of state policy in the energy sector.

Regulation
category

Socio-economic, energy, environmental

111

https://zakon.rada.gov.ua/laws/show/605-2017-%D1%80#n2

Page 77



https://zakon.rada.gov.ua/laws/show/605-2017-%D1%80#n2

Global Eco-Industrial Parks Programme - Ukraine: Country Level Intervention
Policy Analysis Report

Page 78



Global Eco-Industrial Parks Programme - Ukraine: Country Level Intervention

Policy Analysis Report

Name of
policy/strategy

The Action plan for the implementation of the stage "Reforming the energy sector (until
2020)" of the Energy Strategy of Ukraine for the period up to 2035 "Security, energy
efficiency, competitiveness" 112

Type of policy Action Plan
Main author The Minenergy
Implementation | 2018-2020

Objectives and

As the first phase of the Strategy till 2020, the Action Plan envisages reforming the energy

strategies sector and approximating Ukrainian legislation to European.
Relevance to Infrastructure Capability
GEIPP Energy Environmental management and
Waste and material use monitoring
Climate change and the natural environment
Employment generation
Economic value creation
e European integration:
> ensuring the implementation of a set of organizational, technical and investment
measures for the connection of the integrated energy system of Ukraine to the
continental European energy system ENTSO-E
> strengthening integration with the energy systems of the Energy Community,
obtaining additional resources for the implementation of infrastructure projects in the
energy sector
¢ Reforming energy markets:
> introduction of a new electricity market and launch of all its components,
> support and re-equipment of thermal power plants and thermal power plants,
> development of a long-term Nuclear Energy Development Program,
> introduction of strategic planning and management of the electricity transmission
system
¢ Environmental protection
> development of a waste disposal system for the fuel and energy complex, including
waste from the extractive industry
> protection of atmospheric air and prevention of climate change, introduction of
greenhouse gas emission allowance trading scheme, reduction of emissions from large
combustion plants and development of instruments for financing investment projects
for construction of gas treatment equipment, implementation of international
environmental management standards at fuel and energy enterprises
> approval of the State target environmental program for decommissioning of uranium
facilities
* Energy efficiency:
> implementation of EU Directive 2012/27 / EU on energy efficiency;
> introduction of a mechanism to stimulate industrial enterprises to increase energy
efficiency;
> providing guaranteed sources of financing for energy modernization of industrial
enterprises;
> introduction of the green bond market as a tool to attract investment in energy
efficiency projects;
> implementation of programs (plans) for the realization of energy efficiency and energy
saving potential at the local level;
> inclusion of energy efficiency in the education system
¢ Development of renewable energy, including a new model of auction support
¢ Reforming the heat supply sector, the natural gas market
Regulation Socio-economic, energy, industrial competitiveness, environmental
category
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https://zakon.rada.gov.ua/laws/show/497-2018-%D1%80#Text
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Name of
policy/strategy

The Law on Industrial Parks™*?

Type of policy

National policy reflected in legislation

Main author

The Mineconomy

Implementation

Since 2012

Objectives and
strategies

The Law determines the legal and organizational principles for creation and functioning of
industrial parks on the territory of Ukraine in order to provide for economic development
and increase the competitiveness of certain areas, activate investment activity, create new
workplaces, and develop the modern industrial and market infrastructure.

Relevance to

Infrastructure Capability

GEIPP

Park management services
Monitoring of EIPs operating
Local community dialogue and outreach

Energy

Water

Employment generation

Local businesses, SME promotion and linkages
Economic value creation

The Law applies to relations arising in connection with the creation, operation and
liguidation of IP based on the use by its entities of land, natural resources, property and
integral property complexes for economic activities.

The Law is a basic one for IP and together with bylaws taken for the Law’ acting
establishes:

e |egal determining of IP, IP initiators, IP managing company

e procedures and requirements for IP creation, functioning, liquidating

e terms and procedure for carrying out business activity within the boundaries of IP

e main rights and obligations of IP initiator, IP managing company and authorized state
authority (the Mineconomy)

e procedures of establishing IP by an initiator, the procedure of selecting IP managing
company and involving IP participating companies.

The Law defines that IP managing company is to handle IP planning, operations and
management. IP managing company must submit reports on IP functioning to IP initiator
and the Mineconomy on a quarterly basis (for monitoring of IP operating by Mineconomy).
Initiator of IP must allow IP managing company and IP participating companies to use
available infrastructure within IP boundaries, and IP managing company is obliged by the
Law to provide common services and infrastructure.

The Law defines possible instruments for IP support and states that only IP which are
included into State Register of IP can receive state support and use state incentives.

The decision to include IP into the State Register of IP is made by the Mineconomy. The
following criteria are considered when making such decision:

e availability of labour recourses required for the development of IP in accordance with
its concept;

e availability and/or possibilities of IP initiator to attract financial and material and
technical resources which are necessary for IP development in accordance with its
concept;

e support of IP by local authorities;

e expected results of IP operation in accordance with the concept of attracting
investment, creating new jobs, exporting products, attracting small and medium
enterprises;

e availability of signed memorandums of intent with potential IP participating
companies.

Regulation

category

Socio-economic, industrial competitiveness

3 https://zakon.rada.gov.ua/laws/show/en/5018-17#Text
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Name of
policy/strategy

The Draft of the Strategy for the development of the industrial complex of Ukraine for the
period up to 2030 (draft as of 07.07.2020)

Type of policy

Draft regulation

Main author The Mineconomy, the Ministry of Strategic Industries

Implementation 2020-2030

Objectives and The draft of the Strategy is aimed at achieving the goals of national development:
strategies sustainable economic development, growth of living standards and social stability,

increasing the level of national security.

Objectives of the Strategy:
e Modernization and growth of industrial production.
e Regional industrial development.
e Improving the resource efficiency of industry.

Relevance to
GEIPP

Infrastructure Capability
Energy Park management services
Water Monitoring of EIPs operating
Waste and material use Planning and zoning
Climate change and the natural Environmental management and monitoring
environment Social management systems
Social infrastructure Social infrastructure (gender equality)
Employment generation Social infrastructure (human resource
Local businesses, SME promotion and development)
linkages Local community dialogue and outreach
Economic value creation

The task of modernization and growth of industrial production is considered in terms of
development of production with higher added value, growth of productivity and volume of
industrial production, improvement of management methods, integration and construction
of production chains.

It is envisaged to improve the mechanisms for attracting foreign and domestic investment
in industry, including on the basis of public-private partnership, by increasing the level of
information support for potential investors, developing information packages on regional
industrial potential, expanding access to financial resources (through cooperation with
banks, grant programs etc.), improving the mechanism (procedure) for providing state
guarantees for the implementation of priority investment projects, promoting the
development of investment insurance. The strategy envisages simplification of industrial
activity (effective regulation), reforming the system of technical regulation, standardization
and metrology, promoting the development of legal bases for protection of economic
competition by further harmonization of relevant Ukrainian legislation with EU legislation,
development of Industry 4.0 concept, educational activities, introduction of new
professions and advanced training.

Improving economic efficiency is expected to be carried out through fiscal incentives,
"horizontal" exchange of experience between enterprises, promoting the integration of
enterprises into national and international production chains, promoting the creation of
the fullest possible production cycle.

The strategy provides for mutual compliance of the needs of industry and workers.

The task of regional industrial development is considered in terms of increasing industrial
production in underdeveloped regions, strengthening regional production chains.

In this area, the implementation of the Smart Specialization Strategy of the European
Commission, conducting an in-depth analysis of industry in the regions, launching pilot
projects, joining the European Smart Specialization Platform (S3 Platform), information and
organizational support to local governments.

Regional development also involves the development of a cluster approach, as well as the
development of industrial parks (including a monitoring system), the development of
infrastructure in accordance with the needs of industry, considering regional specifics.

The task of reducing resource consumption in industry is considered in terms of improving
resource efficiency through technologies aimed at optimizing the use of raw materials and
energy, the introduction of effective waste management practices. A broad information
campaign, encouragement of industrial enterprises to implement energy management
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systems and audits are envisaged; promotion and dissemination of enterprise resource
management practices based on the principles of the Lean Production concept, as well as
organizational strategies based on IT systems of ERP, MES, as well as quality management
systems based on a series of ISO 9000 standards; introduction of an energy labelling
system for energy consumer products that complies with EU legislation.

In this area, it is envisaged to support the development and independent functioning of the
market of energy services for enterprises and access of small and medium enterprises to
this market; support for the development of a system of "green" certificates and vouchers
as special forms of non-refundable assistance to industrial enterprises implementing energy
efficient technologies, introduction of a system of incentives and support for resource
efficient measures in industry, in particular through access to finance, promotion of green
bond market as a mechanism investments in renewable energy, resource and energy
efficiency projects.

In order to implement effective waste management practices, a 5-level waste management
system, a cluster approach for long-term cooperation of industrial enterprises, measures to
build elements of the circular industry are envisaged.

The draft Strategy also contains a definition of eco-industrial parks and provides for
stimulating the development of eco-industrial parks in different regions of Ukraine.

Regulation
category

Socio-economic, industrial competitiveness, energy, environmental
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Name of
policy/strategy

Public-Private Partnership 14

Type of policy

National policy reflected in legislation

Main author

The Mineconomy

Implementation

Since 2010

Objectives and
strategies

Interaction of the state with private partners on a long-term contractual basis to attract
investment in the economy of Ukraine, modernization of industrial and social infrastructure,
improving the quality of goods, works and services.

Relevance to

Infrastructure Capability

GEIPP

Energy Local community dialogue and outreach
Water

Waste and material use
Social infrastructure

Economic value creation

Public-private partnership is a cooperation between the state, territorial communities, local
self-government (state partners), and legal entities, except for state and municipal
enterprises, or individual entrepreneurs (private partners), carried out on a contractual basis.
Spheres of PPP in Ukraine relevant to EIP policy:

e construction and / or operation of motorways, roads, railways, runways at airfields, bridges,
overpasses, tunnels and subways, sea and river ports and their infrastructure;

¢ mechanical engineering;

e collection, purification and distribution of water; ¢ ensuring the functioning of irrigation and
drainage systems;

e waste management, except for collection and transportation; e production, distribution and
supply of electricity;

e production and implementation of energy saving technologies;

¢ in other areas of activity that involve the provision of socially significant services.

The objects of public-private partnership are:

e existing facilities that are in state or communal ownership;

e created, newly built facilities within the framework of public-private partnership.

The following agreements can be concluded within public-private partnership: concession
agreements; cooperation agreements; production sharing agreements; other agreements.

In case a land plot must be used in the scope of state-private partnership, the state partner
provides the private partner with the possibility to use such land plot during a term
determined by the agreement concluded as part of the state-private partnership.
Public-private partnership can be financed from the following sources:

e financial resources of the private partner;

e financial resources borrowed according to the established procedure;

e funds of the state and local budgets; other sources not prohibited by the legislation.
The Government or authorized authority makes the decision to implement a public-private
partnership in respect of state property objects, holds the competition and approves the
competition results to choose the private partner.
The private partner for concluding the agreement(s) as part of public-private partnership is
determined on a competitive basis.
State support of public-private partnership can be provided by the following means:

e provision of state guarantees and of local self-government;

e financing using the funds of the state of local budgets, and other sources, according to

national and local programs.

The state guarantees adherence to the work conditions for private partners as established by
law, in relation to the fulfilment of agreements concluded as part of public-private
partnership, as well as adherence to the rights and legitimate interests of private partners.

Regulation

category

Socio-economic, industrial competitiveness, environmental, infrastructure

114

https://zakon.rada.gov.ua/laws/show/2404-17#Text
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Name of
policy/strategy

The Law on Investment Activity' "

Type of policy

National policy reflected in legislation

Main author

The Mineconomy

Implementation

Since 1991

Objectives and
strategies

The Law sets basic legal, economic and social conditions of carrying out investment
activity in Ukraine.

Relevance to

Infrastructure Capability

GEIPP

Economic value creation

Investment is defined as any type of property or intellectual value that is contributed to
objects of entrepreneurial or other kinds activity that result in profit (income) or achieve
specific social effects. An investment activity consists of the totality of practical activities
of citizens, and legal or state entities aimed at carrying out an investment.

Article 3 defines peculiarities of activity in innovations as an investment activity.

Article 12 stipulates the following forms of state regulation of investment activity:

regulation of state investments, regulation of conditions of carrying out investment
activity and control over carrying out investment activity by all investors and persons
engaged in said investment activity.

Regulation of conditions for carrying out investment activity is exercised in the following
ways:
e providing financial assistance in the form of grants, subsidies, subventions, loans
from the budget granted for the development of some regions or industries or
productions;

e state norms and standards;
e antimonopoly measures;
e privatization of state property;

e determination of conditions for the use of land, water and other natural
resources;

e pricing policy;

e carrying out state expertise of investment programs and construction projects;

e other measures.
The Law provides protection of investments and state guarantees for stability of
conditions of carrying out investment activity, rights and legal interests of subjects of
entrepreneurial activity.
Article 19 of the Law stipulates that investments cannot be nationalized or put in
requisition (used) without payment, nor can measures be taken with similar effect (result)
without payment. Such measures may be implemented only based on legislative acts of
Ukraine with payment for all damages caused as a result of termination of investment
activity.

Regulation
category

Socio-economic

15 https://zakon.rada.gov.ua/laws/show/en/1560-12?lang=uk#Text
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Name of
policy/strategy

The Principles of Prevention and Counteracting Discrimination in Ukraine'*®

Type of policy

National policy reflected in legislation

Main author

The Ministry of Justice of Ukraine

Implementation

Since 2020

Objectives and
strategies

The Law determines the organizational and legal principles for preventing and
counteracting discrimination in order to ensure equal opportunities to exercise
human and civil rights and freedoms.

Relevance to
GEIPP

Infrastructure Capability

Social infrastructure Social infrastructure (gender equality)

Non-discrimination is to avoid and prevent discrimination. Discrimination is a
decision, action or inaction that aims to create restrictions or privileges regarding a
person and/or group of people based on their race, skin colour, political, religious
and other beliefs, gender, age, disability, ethnicity or social standing, family or
financial status, place of residence, language or other factors (hereinafter referred
to as “specific factors”), if they make it impossible to recognize and equally exercise
human and civil rights and freedomes..
According to Article 2 of the Law, the legislation of Ukraine is founded on the
principle of non-discrimination, which provides for the following, regardless of
specific factors:

> ensuring the equality of rights and freedoms of persons and/or groups of

people;

> ensuring the equality of persons and/or groups of people before the law;

> respect to the dignity of each person;

> ensuring equal opportunities for persons and/or groups of people.
Non-discrimination to the following areas of public relations:

> labour relations, including the application by the employer of the principle
of reasonable accommodation;
education;
social protection;
socio-political activity;
access to goods and services;
civil service and service in local self-government bodies;
justice;
health care;
housing relations;

» to other areas of public relations.
Drafts of normative legal acts are prepared with obligatory consideration of the non-
discrimination principle. In order to discover norms with signs of discrimination in
drafts of normative legal acts, drafts of normative legal acts are subjected to anti-
discrimination expert analysis. The result of anti-discrimination expert analysis of
normative legal acts must be reviewed during the making of the decision to issue
(adopt) the respective normative legal act. Drafts of Laws of Ukraine, acts of the
President of Ukraine, and other normative legal acts prepared by the Government,
central and local executive authorities, are subject to mandatory anti-discrimination
expert analysis.

vV V V V V V V VY

Regulation Socio-economic
category
| Name of | The draft Law on Amendments to the Tax Code of Ukraine Aimed at Attracting

18 https://zakon.rada.gov.ua/laws/show/5207-17#Text
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Policy Analysis Report

policy/strategy

Investments in the Industrial Sector of the Economy by Introducing Incentives for
Industrial Parks '’ (Ne 3724 23.06.2020)

Type of policy

Draft regulation

Main author

The Committee of the Verkhovna Rada of Ukraine on Economic Development

Implementation

n/a

Objectives and
strategies

The purpose of the draft Law is to promote direct investment in the creation of new
industries through the mechanism of IPs to transform them into a driving force of
economic and industrial development through the introduction of investment
incentives. The draft is a package to the draft Ne 3725 from 23.06.2020.

Relevance to
GEIPP

Infrastructure Capability
Energy Monitoring of EIP operating
Water Planning and zoning

Waste and material use
Social infrastructure
Economic value creation

The draft Law proposes to amend the Tax Code of Ukraine and the Law on Industrial
Parks with the following provisions:

- introduction of 3% value added tax (instead of 20%) for import of equipment,
machinery and components (except for excisable goods) by IP managing companies,
IP participating companies, for the arrangement of IPs and / or for further
implementation by IP participating companies, and for providing economic activity
within IPs;

- to determine list of arrangements within IPs which are the subject for import of
goods with applying tax incentives (incl. green zones, social infrastructure, scientific
and educational infrastructure);

- determination of the list of criteria for IP participating companies which have the
right to apply the exemption from taxation (types of activity, the average salary of
the enterprise);

- exemption from income tax for five years and exemption from of 50% of income
tax for the next five years for residents with export earnings of at least 70% of total
turnover;

- compensation to IP managing companies, IP initiators and IP participating
companies the half of the costs of grid connection;

- to determine authorised institution and its functions in relation to support of IP
development, as well as function of monitoring and elaborating of IP development
programs, coordination of IPs development, provide monitoring of their operating,
reimburse the costs of infrastructure development, represent the interests of IPs
among authorities and in international relations;

- to oblige the Government to elaborate state program for IP support that will
provide funds for compensation to IP managing companies, IP initiators and IP
participating companies the half of the costs of grid connection.

Regulation
category

Socio-economic, Industrial competitiveness, Energy

Y7 http://wl.cl.rada.gov.ua/pls/zweb2/webproc4 1?pf3511=69253
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Name of
policy/strategy

The draft Law on Amendments to the Customs Code of Ukraine aimed at attracting
investment in the industrial sector of the economy by introducing investment
incentives for industrial parks '** (Ne 3725 23.06.2020)

Type of policy

Draft regulation

Main author

The Committee of the Verkhovna Rada of Ukraine on Economic Development

Implementation

n/a

Objectives and
strategies

The purpose of the draft Law is to promote direct investment in the creation of new
industries through the mechanism of IPs to transform them into a driving force of
economic and industrial development through the introduction of investment
incentives. The draft is a package to the draft Ne 3724 23.06.2020.

Relevance to
GEIPP

Infrastructure Capability
Energy Monitoring of EIP operating
Water Planning and zoning

Waste and material use
Social infrastructure
Economic value creation

The draft law provides amendments to the Customs Code of Ukraine, which are:

- to determine that equipment, equipment and accessories, materials imported by
IP initiators and IP managing companies (except for excisable goods) for the
arrangement of such IPs and economic activities within IPs are exempt from
customs duties (;

- to determine IP participating companies which have the right to further operation
of equipment, facilities, components and materials that were imported for the
arrangement of IPs with benefits for the payment of customs duties;

- to determine types of economic activity within IPs for the implementation of which
the equipment, machinery and components can be imported with exemption from
customs duties;

- to determine targets within IPs for which the goods may be imported with
exemption from customs duties (incl. green zones, social infrastructure, scientific
and educational infrastructure).

Regulation
category

Socio-economic, Industrial competitiveness

8 http://wl.cl.rada.gov.ua/pls/zweb2/webproc4 1?pf3511=69254
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Name of The draft Law on Amendments to the Law of Ukraine on Industrial Parks, aimed at
policy/strategy attracting investment in the industrial sector of the economy by introducing
incentives in industrial parks'*® (Ne 4416-1 10.12.2020)**°
Type of policy Draft regulation
Main author The Committee of the Verkhovna Rada of Ukraine on Economic Development
Implementation n/a
Objectives and The purpose of the draft Law is to attract investment to IPs and provide economic
strategies incentives for IPs development.
Relevance to Infrastructure Capability
et Social infrastructure Monitoring of EIP operating
Economic value creation Planning and zoning

The draft law provides amendments to the Law of Ukraine on Industrial Parks, which
are:

- to determine additional functions of the Mineconomy (providing monitoring of IPs
operating, developing a plan for IPs location; development of short-term and long-
term plans for the development of IPs; ensuring the establishment of cooperation
with international organizations on attracting financial resources for IPs projects;
assisting IP initiators on IP creation and IP managing companies in attracting
participants; consulting support to IPs for business plan development and attraction
of funding);

- to provide partial compensation to IP participating companies for interest
payments on loans depend on the share of exports of own products in total income
from their economic activities (in order to stimulate non-commaodity exports);

- assistance in organizing scientific, scientific-practical conferences, educational and
informational events (exhibitions, seminars) on the activities of industrial parks.

- to establish state support in form of compensation of 50% of costs for grids
connection for IPs initiators, managing companies, participating companies at the
expense of funds provided by the law on the State Budget of Ukraine, in the manner
prescribed by the Government;

- to determine objects that can be located within IP (offices, educational institutions,
business campuses & laboratories for the development of innovative technologies,
halls for conferences & events, fire brigades, green areas, production buildings,
engineering buildings).

The draft law provides amendments to the Land Code of Ukraine for simplification
of land-related procedures for IPs establishing and building infrastructure for IPs.

Regulation Socio-economic, Industrial competitiveness
category

9 http://wl.cl.rada.gov.ua/pls/zweb2/webproc4 1?pf3511=70639

The draft Law Ne 4416-1 does not exclude provisions of draft Laws Ne 3724 and Ne 3725 (altogether these three drafts may create systematic
conditions for IP development).
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Name of
policy/strategy

Draft Law on Amendments to Some Laws of Ukraine on Improving the Principles of
Establishment and Functioning of Industrial Parks (Ne 5021 04.02.2021)***

Type of policy Draft law
Main author The Government (the Mineconomy is the main developer)
Implementation n/a

Objectives and
strategies

The draft Law is designed to ensure compliance of the actual functioning of
industrial parks with the developed and approved concepts of IPs, improve
procedure of excluding the industrial park from the Register of IPs, introduce
scientific and warehouse activity for IPs, introduce possibility of providing targeted
funding from the state and local budgets for the creation of infrastructure of IPs,
their connection to grids and creation of road infrastructure, exemption from fees
for connection to electric grid of small distribution systems of IPs.

Relevance to
GEIPP

Infrastructure Capability

Economic value creation Monitoring of EIP operating
Local community dialogue and outreach

The draft Law proposes:

¢ in the Law of Ukraine On Regulation of City Planning Activity: to determine that
the creation of IP is one of the ways of integrated development of the territory,
which should ensure the realization of the interests of socio-economic development
of communities;

¢ in the Law of Ukraine On Industrial Parks: to define:
opportunities for scientific, technical and warehousing activities within IP;

new conditions for inclusion of IP into the Register of IPs (compliance with the local
development strategy, absence of completed industrial facilities within the last 20
years and / or absence of industrial operating facilities within the IP during the last
10 years, compliance with urban planning documentation);

procedures for exclusion of IP from the Register of IP;

the obligation of the IP initiator to carry out the arrangement of IP, to ensure its
connection to grids and communication networks;

establishment by the authorized state body of the form of monitoring reports from
IPs included in the Register of IPs;

the possibility of arranging IP, including the construction of industrial facilities, their
connection to utilities, construction of transport infrastructure at the expense of
state and local budgets;

e in the Law of Ukraine On the Electricity Market: to specify that tariffs for
transmission and distribution of electricity may include the target profit for
connection to the electricity grid of small distribution systems, while determining
that the fee for connection to the electricity grid of the transmission system
operator electrical installations of small distribution systems of industrial parks are
not charged.

Regulation
category

Socio-economic, Industrial competitiveness
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