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JI APPROVAL SYSTEM IN UKRAINE: OUTLINE 
AND EXPERIENCES 
 
By Anna Korppoo 1 

Ukraine started to approve JI projects in May 2007. As of November 2007, 13 projects 
had been approved by the Ukrainian government, and four more have been submitted 
to the JISC pipeline by project developers. This paper examines the Ukrainian JI 
project approval system and its apparent success. 

 

Ukraine has considerable potential for participating in the Kyoto mechanisms, as the country’s 
emissions remained at 45% of the 1990 base-year level in 20052. This paper3 describes the JI 
approval system established by Ukraine, focusing on the following aspects: 

! legislation adopted 

! Ukrainian JI project cycle 

! priorities of the Ukrainian government on JI 

! problems experienced. 

 

 

                                                 
1  Associate Research Fellow, Fridtjof Nansen Institute, email: anna.korppoo@fni.no  
2  2005 is the latest year for which emissions data have been reported. 
3  For this paper, interviews were conducted with both Ukrainian administration and JI project developers 
active in Ukraine. 



 
 

Ukraine ratified the Kyoto Protocol in 
April 2004. It has established or is in the 
process of establishing the required 
compliance institutions: national 
inventory system in April 2006 (Ministry 
of Environmental Protection of Ukraine, 
2006, p.5); and the registry system, 
selected by tender in 2005 and under 
installation at the time of writing 
(December 2007). According to the 
Ukrainian Joint Implementation (JI) focal 
point, the Ukrainian greenhouse gas 
(GHG) inventory was preliminarily 
accepted by the international expert team 
in October 2007. This means that the 
country is one step closer to eligibility to 
participate in the Kyoto mechanisms. 
However, the official declaration of 
compliance is not expected before early 
2008.  

 

JI legislation 

Ukraine has adopted four main pieces of 
legislation relevant to the administration 
of JI projects. Resolution N206, passed in 
February 2006, established the JI project 
cycle in Ukraine. Also the timelines for 
the government agency to process project 
documents were defined.  

Order N341 of 17 July 2006 established 
the requirements for the issuance of a 
Letter of Endorsement (LoE), which 
indicates potential acceptance by the host 
government for a project, and approves 
further development of the project. In 

order to apply for a LoE, an application 
form, material describing the JI project 
and financial documentation of the 
project application are required.  

Order N342 of 17 July 2006 established 
the requirements for the issuance of a 
Letter of Approval (LoA), which 
indicates that the host government is 
willing to support the project. The 
standard LoA includes a clause stating 
that the Ministry of Environmental 
Protection (MEP) commits to transfer 
the verified amount of Emission 
Reduction Units (ERUs) generated as a 
result of an approved JI project until the 
end of the first commitment period 
(N342, Appendix 1). LoEs and LoAs are 
issued free of charge (N341; N342). 

The MEP was appointed as the focal 
point of Ukraine in June 2007 (Regulation 
#977). This agency is responsible for 
implementation of the Kyoto 
mechanisms as well as for establishing 
and managing all the required national 
compliance institutions.  

At the time of writing, the Ukrainian 
government is preparing a law on 
emissions trading as well as some 
amendments to the original resolution 
N206. 
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JI project cycle 

 

The Ukrainian JI project cycle operates as 
follows (resolution N206): 

1. The project host submits an 
application to the MEP. 

2. The MEP considers the 
application within one month, 
and, in case of a positive decision, 
issues a LoE. 

3. The project developer further 
refines and develops the project, 
and submits it to a verifier.  

4. The project developer then 
submits a full application, 
including the verification report, 
to the MEP. If necessary, the 
MEP may arrange for a further 
expert assessment of the project. 

5. In case of a positive decision, the 
MEP issues a LoA within one 
month. 

6. The approved project is registered 
by the MEP. 

7. The project developer submits 
the report of the monitoring of 
the project to the MEP. 

8. The MEP transfers ERUs to the  
partner country. 

 

The documentation required for a LoE as 
outlined in Table 1 is intended to show 
that the activity of the project does not 
contradict Ukrainian or international law, 
and that the project will not cause adverse 
local environmental impacts, as well as 
describing the investment measures 
leading to emissions reduction.
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Documentation required for the issuance of LoE 

! Title page as outlined in the Appendix of the Order 

! General data: 

" statement that the documentation is submitted to acquire an LoE 
" name, contact data, location, code under the Ukrainian industrial registry, Ukrainian 

code of the type of the economic activity of the host 
" name and contact details of the project developer  

! Information on the project: 

" non-technical abstract 
" description of technical details of the project 
" baseline scenario and project scenario of emissions 
" description of the legal entities involved in the project 
" expected start and end dates of the project 
" business plan of the project, or the expected date when such a plan will be available 
" estimated total and annual emission reductions of the project 
" justification of the additionality of the project 
" baseline methodology 
" main monitoring measures 
" value of the project, and the structure of capital expenditure 
" structure of project financing and its feasibility, and the share of the revenue expected to 

be covered by the sales of ERUs 
" risk factors that might reduce the anticipated volume of ERUs generated. 

Table 1. Items to be included in the LoE application 
Source: Order N341. 
 
A LoA is regarded as a document which 
approves the implementation of a JI project 
(N342). Further information is required for 
the issuance of a LoA, as outlined in Table 

2. In practice, to acquire a LoE, project 
developer should submit a Project Idea Note 
(PIN), and to receive a LoA, a Project 
Design Document (PDD). 
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Documentation required for the issuance of LoA 

! Letter stating that the documentation is submitted in order to have a LoA issued 

! Copy of the LoE issued 

! Verification report by an Accredited Independent Entity 

! Project technical documentation: 
" project description 

" title page as provided by an Appendix of Order N342 
" statement that the submission seeks a LoA 
" name, contact data, location, code under the Ukrainian industrial registry, Ukrainian code of 

the type of the economic activity of the host 
" name and contact details of project developer  
" name and contact details of potential purchaser of the ERUs, including date of registration of 

said company 
" Scope of the project 

" aim of the project 
" location and its description 
" non-technical abstract 
" category of the project activity under the UNFCCC 
" description of technology and equipment, and how the project will reduce GHG emissions 
" expected volume of emission reductions 

" baseline study 
" baseline methodology, and description if this is not an approved CDM methodology 
" assumptions of the methodology, data required and availability of these data 
" definition of project boundaries 
" contact information concerning the developer of the baseline methodology 

" project duration and crediting period  
" dates of commencement of project implementation, duration of project and period for 

transfer of ERUs 
" monitoring plan 

" description of monitoring plan, with description and evaluation of data required 
" demonstration that the project activity is compatible with the monitoring methodology 

proposed 
" necessary data to be collected for monitoring 
" relevant formulas of calculation 
" methods of archiving the data 
" estimates of leakages, and methodology to be used  
" organisation and individuals responsible for monitoring, with contact details 

" evaluation of emission reductions to be generated 
" volumes of reductions as comparison of project scenario against baseline scenario; gases; 

formulas used to calculate this; leakages 
" Environmental Impacts Assessment (not required for sinks projects) 

" in accordance with law N214 by the Ministry of State Construction of Ukraine, 15 December 
2003 

" financial plan 
" ERUs from projects which fulfil the investment requirements of the company without ERUs 

must be sold at a price not less than 50% of the price in the EU Emissions Trading Scheme 
" the revenue from ERUs must cover at least 10% of the project investment 

" outcome of a public consultation 
Table 2 Items to be included in the LoA application. Source: N342. 
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Evaluation of the project cycle 
 
The size of JI projects has been restricted to 
a minimum of 20,000 t per annum. This is 
understandable, as projects generating fewer 
reductions per year than this benchmark 
would be fairly small, yielding high 
transaction costs per emission unit. Small-
scale projects as defined by JISC would still 
be allowed under this rule, as their 
maximum annual limit of emission 
reductions is 60,000 t (JISC 2006). 
According to project developers, this limit 
does not cause problems in practice: for 
economic reasons, projects below the limit 
would be unlikely to be considered even in 
the absence of this restriction. 

Additional requirements apply to financially 
favourable projects which reach the 
company-level investment threshold, i.e. 
where the internal rate of return is high 
enough to justify investment even in the 
absence of revenues from the sales of ERUs. 
In this case, the share of the financing 
contributed by the sale of ERUs must reach 
a minimum of 10%. Under the same 
circumstances, the price of carbon can be 
required to be at least 50% of the EU ETS 
price at the time of project submission. 
Based on these rules, it could be argued that 
the Ukrainian government seeks to promote 
genuinely additional projects by 
incorporating limitations on less additional 
projects. 

The requirements for the minimum price of 
ERUs and the revenue from them apply 
solely to projects which are considered fairly 
profitable. This is measured as a comparison 
of the internal rate of return with the 
interest rates of bank credits in Ukraine, 
which are 13% or more. These limitations 
were far stricter in the original draft of the 
law (see section ‘problems experienced’ 
below); however, the limitations remaining 
in the final version of the law have only a 
minor impact on the work of project 
developers. They were included because the 
Ministry of Finance was keen to establish a 
framework for permitted project activities.  

The Ukrainian Environmental Impacts 
Assessment is integrated in the standard 
assessment of any construction permission 
required for a project, together with fire, 
health and safety assessments. As these 
assessments are required for any 
construction project, they do not add to the 
bureaucracy of a JI project compared to any 
other similar project implemented in 
Ukraine.  

Ukrainian legislation does not strictly limit 
crediting to the first commitment period, as 
it may consider early credits as Assigned 
Amount Unit (AAU) transfers during the 
first commitment period (N341). LoAs 
recognise the availability of early credits in 
the format of AAUs when a project will 
generate them. 

According to the project developers active 
in Ukraine, the documentation required for 
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the issuance of LoEs and LoAs is 
reasonable.  

 

Ukrainian government’s approach to 
project types 

Officially no specific project types are 
preferred by the Ukrainian government. 
Even though there is no negative list 
either, projects for switching from coal or 
oil to gas have not been suggested, due to 
the increasing gas price and related 
politics. For the same reason,  energy 
efficiency is seen as a priority by the 
Ukrainian government, which welcomes 
any projects to improve energy efficiency 
or introduce new generating capacity 
based on alternative sources of energy, 
especially renewable energy. 

Some gas pipeline refurbishment projects 
are under development as well as further 
coal mine methane and district heating 
projects. The government is also 
preparing to use revenues from the sale 
of ERUs in order to modernise the 
district heating systems: the 2008 budget 
includes funds for implementing 
refurbishment projects partly backed by 
such sales. 

 

Problems experienced with JI 
approval system 

The initial suggestions from the TACIS-
funded project supporting the Ukrainian 
work to establish a JI approval system 
was criticised by project developers in 
2005. The basis for this criticism were the 
numerous requirements for JI projects 

that would have made it far less attractive 
to do JI in Ukraine, including a 75-day 
government expert review, ban on coal-
to-gas fuel switching projects, a 
requirement that the ERU sale price 
should be a minimum of 70% of the 
average European Union Allowance 
(EUA) price, and the requirement that at 
least 50% of the total carbon value of the 
project be paid upfront during the 
construction phase (PointCarbon, 3 May 
2005). Some of these elements have been 
incorporated in the resultant Ukrainian 
legislation, however, in much milder 
form. 

The Ukrainian JI approval system has 
been regarded as slow. It has been 
reported that the Ukrainian focal point 
takes longer to process documents than 
stipulated in the legislation. In practice, it 
can be a laborious task to get JI 
documentation through the Ukrainian 
approval system in order to receive a 
LoA, and this work requires careful 
attention on the part of the project 
developer. Without a well-known local 
agent who can maintain close contact 
with the Ukrainian JI focal point, it can 
be difficult to get projects approved. 
Papers have gone missing inside the 
Ministry due to the lack of staff; however, 
this has not been linked to corruption. 
Moreover, the timelines for the issuance 
of a LoA as established by law are not 
followed, due to lack of resources: there 
are only four staff members working on 
JI. Problems with the technical 
infrastructure of the focal point have 
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been reported in the past; however, most 
of these have been solved by now. 

Many responsibilities related to  
implementation of the Kyoto Protocol 
will be transferred to the recently 
established National Environmental 
Investment Agency (NEIA), which is a 
unit of MEP. The new agency is 
developing investment policy in the field 
of environmental protection and 
negotiating international agreements, 
presumably also under the UNFCCC, as 
well as developing a Green Investment 
Scheme for Ukraine. The forthcoming 
new legislation should clarify the division 
of responsibilities between the Ministry 
and NEIA, however, at the time of 
writing it remains unclear which of these 
will be set to manage the approval of JI 
projects. Even though no major 
problems are expected, there could be 
some competition between the agencies. 
However, this is unlikely to cause major 
problems, as JI enjoys strong support at 
all political levels, and the individuals 
currently dealing with JI in Ukraine will 
not change due to the introduction of a 
new agency. Unlike the case in Russia, 
there is no need for the agency to wait for 
a political statement from a higher level 
before proceeding with further work on 
JI. 

However, there exists no legislation on 
transferring ERUs, on how AAUs can be 
converted into ERUs or on how ERUs 
should be dealt with in taxation. As these 
issues are linked to transferring the 
ownership of state property, regulations 

are necessary. This problem appears likely 
to be solved, thanks to the political 
support for JI. The issue is under 
consideration by the Ukrainian 
government at the time of writing. 

 

Conclusion 

The Ukrainian JI project approval system 
has been successfully established and 
tested as JI projects have been approved. 
The Ukrainian government has taken a 
serious approach to project approval, and 
the country is working to obtain 
investments for modernisation of the 
economy. The planned budget funds 
earmarked for financing JI projects in the 
district heating sector are an excellent 
example of the Ukrainian readiness to put 
the Kyoto mechanisms to good use.  

On the whole, project developers are 
pleased with the Ukrainian JI approval 
system, as there is political will to 
implement JI projects; however, the lack 
of resources in the administration causes 
frustration. On the other hand, the delays 
experienced in LoA issuance are not 
regarded as a major problem, as the 
developers recognise that the established 
project approval process is an ongoing 
process. The restrictions established by  
Ukrainian legislation on JI projects can be 
considered as cosmetic only, and do not 
limit the activities of project developers 
in practice. 

As the Ministry of Environmental 
Protection has responsibility for all 
climate-related issues in Ukraine, there 
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are no coordination problems of the kind 
experienced in Russia, where 
responsibility is split among agencies. 
There is also a straightforward line of 
responsibility inside the Ministry. Possible 
competition between the new and old 
units of the MEP may cause some 
confusion, but this is unlikely to become 
a serious political problem. 

Finally, it should be noted that also a 
Track 1 procedure was reported to be 
under development. This could further 
support the success of JI in Ukraine in 
the future. 
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