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EXECUTIVE SUMMARY

The Energy Transparency Index has been de-
veloped as a universal tool to assess informa-
tion availability in the energy sector, diagnose
gaps, make in-depth analysis and comparisons,
and track the progress. This international edi-
tion is a first comprehensive comparative study
to examine the level of energy transparency in
Georgia, Moldova, and Ukraine as countries
most advanced in terms of European integra-
tion among the Eastern Partnership nations.

The Index’s ultimate beneficiaries are the con-
sumers, as their awareness improves the pos-
sibility of protecting their rights and helps ra-
tionalize economic behavior in the market. The
consumers will benefit from transparent and
competitive energy markets since they bring
better quality of energy services and fair pric-
ing. A strong interest in the Index exists among
energy companies and potential investors
seeking an open, competitive environment, a
better relationship with the government and
communities, while reducing business risks.
The Index will be useful for public authorities
responsible for information disclosure, indi-
cating particular gaps and helping them to im-
prove their own transparency and regulations
regarding such disclosure. Foreign partners
will be able to better understand countries’ en-
ergy policy and markets.

The Index includes 115 indicators grouped into
eight categories and based on EU regulatory
requirements and best global practices regard-
ing information disclosure. The assessment is
based on the analysis of open sources, focus-
ing on the energy sector performance along the
value chain, i.e. from production to consump-
tion. The study covers electricity and gas mar-
kets and cross-sectoral issues.

Information gaps (so-called «black boxes»)
and drawbacks in data disclosure discovered
by the assessment, provided the basis for spe-
cific recommendations to public authorities
and energy companies mentioned at the end of
each country-specific Index’s section.

Transparency analysis by categories is divided
into sectoral and cross-sectoral parts. The sec-
toral part presents an assessment of four cat-
egories — «Balances», «Natural monopolies»,
«Supply», «Reliability and security» made by
two energy markets. The cross-sectoral part
presents an assessment of three categories —
«Reporting», «Policy», and «Public authori-
ties» as related to the whole energy sector. The
«Consumption» category is split into both sec-
toral and cross-sectoral parts. The last part of
the Index reveals a methodological approach to
measuring and assessing energy sector trans-
parency.

Key Findings

® According to the assessment made in 2020,
the final scores for Georgia, Moldova, and
Ukraine indicate medium or insufficient trans-
parency of their energy sectors and a huge room
for the improvement. The level of transparen-
cy significantly varies among the categories
indicating the gaps and shortcomings where
national governments should make particular
efforts to promote reforms and improve infor-
mation and data disclosure.

® The level of countries’ energy sector trans-
parency strongly depends on their progress
towards liberalization of energy markets and
maturity of legislation. The intensity of inter-
nal reforms towards the EU model of electricity
and gas markets defines the pace and penetra-
tion of rules and requirements regarding trans-
parency to public authorities and energy com-
panies. Unlike Georgia and Moldova, Ukraine
has transposed most of related EU require-
ments into national legislation; still, the ques-
tion is its due implementation. Moldova is on
its way of liberalizing the energy markets, while
Georgia as the country, which joined the En-
ergy Community later, is only about launching
the reforms (therefore, some indicators could
not be yet assessed).
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Assessment by category

Georgia Moldova

Category

1. Balances N & B C 63 C
2. Natural monopolies 75 “ 53 63 C
3. Supply 62 C 63 C 63 C
4. Reliability and security 17 92 0 | i
5. Consumption 65 G A 0 AN B |
7. Policy 36 70 62 c
8. Public authorities 27 44 [ 50
Energy Transparency Index 56 C- 53 60 Cc
1 Balances
Public authorities 8 2 Natural monopolies
Policy 7 3 Supply
Reporting 6 4 Reliability and security

5 Consumption

. Georgia A Moldova Ukraine
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Assessment by market

Natural gas

Electricity 71

® The scale of internal energy markets is also
affecting the progress on transparency. Coun-
tries having larger markets with many par-
ticipants, including natural monopolies (as
Ukraine) experience more complications with
their reforming and implementing the dedicat-
ed rules and requirements compared to coun-
tries with relatively smaller markets and fewer
market participants, particularly distribution
system operators (as Moldova and Georgia)
where the process can proceed faster. Similar-
ly, Ukraine is struggling with bringing nation-
al energy statistics in line with the Regulation
(EC) No 1099/2008 (having 63 points in the
dedicated «Balances» category), while Geor-
gia demonstrates greater progress in the field
(with 75 points).

® Having relatively immature electricity and
gas markets, Ukraine still leads in transparen-
cy of market entry and competition areas com-
pared to Georgia and Moldova, which are yet to
open their markets. Notably, the national regu-
latory authority (NEURC) introduced quarter-
ly monitoring of wholesale and retail electricity
and gas markets with regular publishing of cor-
responding reports. However, in terms of en-
ergy pricing transparency, Ukraine trails both
countries, which still have heavily regulated
energy prices and yet to start bringing compet-
itive market-based pricing to their markets.

® In terms of reliability and security of supply,
Moldova demonstrates the best case among the
countries assessed, since it approved the regu-
lations and action plans on the emergency situ-
ations in gas and electricity markets, as well as
published the reports on security of electricity
and gas supply. However, Moldova and Georgia
are yet to improve the transparency of energy
metering, publishing the data on its penetration.

Georgia

59 C- 56 C- 65 C+

Moldova

58 C- 62 C

Meanwhile, all the countries demonstrate abso-
lute transparency (100 points) in service stand-
ards, publishing the information on ensuring
minimum requirements for the quality of elec-
tricity and gas supply. Still, informing consum-
ers on energy prices needs to be improved by
Moldova and particularly Ukraine, since most
Ukrainian consumers can switch energy sup-
pliers (except households in electricity where a
PSO scheme is still in place).

® All three countries have relatively low trans-
parency of corporate financial and non-fi-
nancial reporting, especially on fiscal issues
(payments to the government, quasi-fiscal
transactions and state aid). Thus, national gov-
ernments should improve the legislation and
enforce energy companies to implement best
global practices of corporate reporting.

® Georgia should pay particular attention to
the transparency of policy making and the ac-
tivity of public authorities since it lacks most
key policy documents on energy and sustain-
able development. Besides, all three countries
should considerably improve the reporting on
public spending and implementation of policy
documents in place and ensure proper track-
ing of the effectiveness of adopted regulations
and due reporting considering best EU prac-
tices within the Better Regulation/Law making
guidelines.

Detailed information about the findings of
this study and particularly the assessment ta-
ble with scores and comments, can be found
in a separate spreadsheet published with the
Index on websites of the project implement-

ers: DiXi Group (https://dixigroup.org/en/),
WEG (http://weg.ge/en), and WatchDog.md

(https://www.watchdog.md/english/).


https://dixigroup.org/en/home-en/
https://www.watchdog.md/english/

INTRODUCTION

The Energy Transparency Index provides a
comprehensive assessment of the energy sector
information disclosure in a particular country.
The Index is a universal tool enabling in-depth
analysis of transparency with a breakdown into
categories, criteria, and certain markets, as
well as tracking progress both in time and in
comparison with other countries.

The Index provides a quantitative assessment
and characterizes the ability of consumers,
public authorities, energy companies, foreign
institutional partners, potential investors,
media, and experts to obtain the necessary in-
formation regarding the energy sector perfor-
mance along the value chain, i.e. from produc-
tion to consumption.

The pilot issue of the Index was released in
2018 with an assessment of Ukraine’s energy
sector transparency (initial score - 43 out of
100 points). The second 2019 Index issue was
developed applying improved methodology
considering the feedback of domestic and for-
eign experts and other stakeholders. It showed
slight progress in transparency with the total
score of 48 points (+5 points). The third Index
edition for Ukraine made in 2020 demonstrat-
ed acceleration of transparency improvement
up to 58 points (+10 points).

This international edition is a first comprehen-
sive comparative study to examine the level of
transparency in Georgia, Moldova, and Ukraine
as countries most advanced in terms of Europe-
an integration among the Eastern Partnership
nations. To ensure international applicability,
we adjusted the Index’s methodology in terms
of indicators and energy markets covered.

Purpose of the Index

The purpose of developing and publishing the
Index is to promote greater transparency of the
energy sector, which shall include indispensa-
ble and sufficient conditions for stakeholders
to regularly receive comprehensive, complete,
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up-to-date, and usable information they need
to make evidence-based decisions.

Information disclosure is a good practice ena-
bling due monitoring, analysis, assessment of
data, and forecasting necessary for adequate
and reasonable decision- and policy making.

The Index is intended to reduce information-
al asymmetry in the energy sector, squeeze the
prospects for unfair competition, discrimina-
tory behavior, and corruption, and promote
proper operation of energy markets.

The information gaps (so-called «black boxes»)
identified throughout the Index development
provided the basis for practical recommenda-
tions to public authorities to improve transpar-
ency of respective national energy sectors as
one of the critical preconditions for their better
performance and sustainable development.

The international dimension of the Index
should bring the competitive spirit to the pro-
cess and better encourage national govern-
ments urging them to promote transparency
in energy markets and policy making. On the
other hand, international comparison could fa-
cilitate faster and more fruitful dissemination
of the best national transparency practices to
energy sectors of other countries, thus speed-
ing up their improvement and contributing to
the development of more open, competitive,
and efficient energy markets.

Target audience

The Index’s ultimate beneficiaries are consum-
ers, as better awareness would allow them to
act more rationally while minimizing expenses
and increasing benefits. Consumers will benefit
from transparent and competitive energy mar-
kets since they bring better energy services and
fair pricing. They will have better opportunities
to protect their interests using the mechanisms
of monitoring and public control over ener-
gy companies and public authorities’ activity.
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Empowering consumers by better aware-
ness of processes in the energy sector would
help achieve global sustainable development
goals.

Greater transparency reduces business risks
for energy companies and promotes more effi-
cient and innovative activity, fair competition,
and better relations with investors, the govern-
ment, and communities. Newcomers and po-
tential participants of energy markets, banks,
and other financial institutions will receive
better opportunities to assess risk, make deci-
sions on investment or market entry, and de-
sign a corporate policy. Simultaneously, a less
risky business environment would improve the
investment climate and attract additional re-
sources to the industry.

Public authorities will receive practical recom-
mendations regarding the disclosure of infor-
mation and data. Assessing the transparency
will encourage the elimination of «black box-
es» which distort competition and breed cor-
ruption.

Foreign institutional partners will have better
opportunities to understand national energy
objectives and policies, the effectiveness of its
implementation, compliance with countries’
international obligations under the Association
Agreement with the EU, the Treaty establishing
the Energy Community, the Paris Agreement,
and other international treaties.
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CATEGORIES OVERVIEW

SECTORAL PART

1. BALANCES

The «Balances» category defines the trans-
parency of annual and monthly energy sta-
tistics and includes four indicators grouped
into two sub-categories:

@ annual balance statistics (2 indicators);
® monthly balance statistics (2 indicators).

Assessment of the Index for the «Balances»
category is based on determining the extent to
which the national statistical authorities, as the
government bodies responsible for statistics,
are compliant with requirements of the Regu-
lation (EC) No 1099/2008 on energy statistics.

2. NATURAL MONOPOLIES

The «Natural monopolies» category de-
fines the transparency of transmission and
distribution system operators in electricity
and natural gas markets. Given the clearly
defined requirements of data publication
which national public authorities, transmis-
sion and distribution system operators are
to comply with, this category of the Index
includes the largest number of indicators
(46) grouped into four sub-categories:

® operation of transmission and distribution
system operators (32 indicators);

® independence of transmission and distribu-
tion system operators (4 indicators);

® development of transmission and distribu-
tion systems (4 indicators);

® tariffs setting (6 indicators).

Assessment of the Index for the «Natural
monopolies» category is based on deter-
mining the extent to which public author-
ities, transmission and distribution system
operators are compliant with the require-
ments of:

® Directives 2009/72/EC and 2009/73/EC
concerning common rules for the internal mar-
kets in electricity and natural gas;

® Regulations (EC) No 714/2009 and No
715/2009 on conditions for access to the net-
work for cross-border exchanges in electricity
and the natural gas transmission networks;

® Regulation (EU) No 543/2013 on submis-
sion and publication of data in electricity mar-
kets;

® Regulation (EU) No 312/2014 establishing a
Network Code on Gas Balancing of Transmis-
sion Networks;

® best European practices of natural monopo-
lies’ transparency.
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3. SUPPLY

The «Supply» category defines the transpar-
ency of rules, competition, and pricing in
the natural gas and electricity markets. This
category includes 18 indicators grouped into
three sub-categories:

® market barriers (4 indicators);

® market concentration and competition level
(2 indicators);

® prices and pricing (12 indicators).

Assessment of the Index for the «Supply»
category is based on determining the extent
to which public authorities and businesses
operating in energy markets are compliant
with the requirements of:

® Directives 2009/72/EC and 2009/73/EC
concerning common rules for the internal mar-
kets in electricity and natural gas;

® Regulation (EU) No 1227/2011 on whole-
sale energy market integrity and transparency
(REMIT);

® Regulation (EU) No 2016/1952 on Euro-
pean statistics on natural gas and electricity
prices;

® best practices of the ACER and the CEER on
monitoring and analysis of energy markets.

4. RELIABILITY AND SECURITY

The «Reliability and security» category de-
fines the transparency of energy stocks and
reserves, rules and regulations on reliability
and security of supply, and corresponding
reporting. This category includes seven in-
dicators grouped into three sub-categories:

® stocks and reserves (2 indicators);
® security of supply planning (2 indicators);

® reports on reliability and security (3 indica-
tors).

Assessment of the Index for the «Reliability
and Security» category is based on deter-
mining the extent to which public authori-
ties and businesses operating in energy mar-
kets are compliant with the requirements of:

® Directive 2009/72/EC concerning com-
mon rules for the internal market in electricity,
Regulation (EU) No 2019/943 on the internal
market for electricity and Regulation (EU) No
2019/941 on risk-preparedness in the electric-
ity sector;

® Regulation (EU) No 2017/1938 concerning
measures to safeguard the security of gas supply;

® Regulation (EC) No 1099/2008 on energy
statistics;

® EU best practices of guaranteeing the secu-
rity of gas and electricity supply.



5. CONSUMPTION

The «Consumption» category defines the
transparency of service standards and me-
tering, information for consumers about
prices and tariffs, subsidies and other pref-
erences, and energy efficiency programs.
This category includes 13 indicators grouped
into three sub-categories:

® penetration of metering (4 indicators);
® service standards (2 indicators);
® information for consumers (7 indicators).

Assessment of the Index for the «Consump-
tion» category is based on determining
the extent to which public authorities and
businesses operating in energy markets are
compliant with requirements of:

® Directives 2009/72/EC and 2009/73/EC
concerning common rules for the internal mar-
kets in electricity and natural gas;

® Directive 2012/27/EU on energy efficiency;
® best practices of the CEER regarding the

quality of energy supply and the EU best prac-
tices of empowering consumers.

INDEX'S CATEGORIES OVERVIEW

CROSS-SECTORAL
PART

6. REPORTING

The «Reporting» category defines the trans-
parency of regular financial, management,
and fiscal reporting and information re-
garding final beneficiaries of energy compa-
nies. This category includes seven indicators
grouped into three sub-categories:

® financial and management reporting (3 in-
dicators);

® fiscal reporting (3 indicators);

® beneficiaries and corporate governance (1
indicator).

Assessment of the Index for the «Report-
ing» category is based on determining the
extent to which businesses operating in en-
ergy markets are compliant with the provi-
sions and procedures of:

® Directive 2013/34/EU on the annual finan-
cial statements, consolidated financial state-
ments and related reports of certain types of
undertakings;

® best global practices set out in the Global
Reporting Initiative (GRI), the Internation-
al Financial Reporting Standards (IFRS), the
Principles of Corporate Governance of the
Organization for Economic Cooperation and
Development (OECD) regarding information
disclosure, transparency, and corporate gov-
ernance standards;

® the Extractive Industries Transparency Ini-
tiative (EITI) Standard.



Energy Transparency Index 2020. International Edition

7. POLICY

The «Policy» category defines the transpar-
ency of designing and implementing policy
documents on energy and sustainable de-
velopment, energy efficiency, environmen-
tal protection, combating climate change,
renewable energy development, etc. This
category includes 11 indicators grouped into
four sub-categories:

® monitoring and reporting (2 indicators);
® energy efficiency (2 indicators);

® environmental protection and combating
climate change (5 indicators);

® renewable energy sources (2 indicators).

Assessment of the Energy Transparency
Index for the «Policy» category is based
on determining the extent to which public
authorities responsible for forming and im-
plementing policies in the energy sector are
compliant with the requirements of:

® Directive 2012/27/EU on energy efficiency;

® Directive 2010/75/EU on industrial emis-
sions and Directive 2001/80/EC on the limita-
tion of emissions of certain pollutants into the
air from large combustion plants;

® Directive 2009/28/EC on the promotion of
the use of energy from renewable sources;

® global treaties on climate change (UNFCCC,
Paris Agreement, etc.).

8. PUBLIC AUTHORITIES

The «Public authorities» category defines
the transparency of public spending, includ-
ing state aid, the designing, adopting, and
implementing policy decisions of public au-
thorities. This category includes nine indi-
cators grouped into two sub-categories:

® public spending (6 indicators);

® transparency of public administration (3 in-
dicators).

Assessment of the Index for the «Public au-
thorities» category is based on determining
the extent to which public authorities re-
sponsible for forming and implementing the
government policy in the energy sector are
compliant with requirements of:

® the Treaty establishing the Energy Commu-
nity;

® Regulation (EU) No 651/2014 declaring cer-
tain categories of aid compatible with the in-
ternal market in application of Articles 107 and
108 of the Treaty;

® best global practices, in particular the Eu-
ropean Commission Better Regulation/Law
Making guidelines, the OECD Recommenda-
tion of the Council on Regulatory Policy and
Governance, the OECD Good Practices for
Performance Budgeting, the IMF Guidelines
for Public Expenditure Management, and the
Lima Declaration of Guidelines on Auditing
Precepts.
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ANALYSIS BY COUNTRY

+ GEORGIA

GEORGIA’S 2020 ENERGY TRANSPARENCY INDEX

Medium transparency

1. BALANCES

Good transparency

Scores by sub-categories:

56, C-

Sub-category mm Characteristic

Annual balance statistics

Monthly balance statistics 75

The National Statistics Office of Georgia (GE-
OSTAT) is responsible for publishing annual
balances for electricity and natural gas sectors.
The data is available for 2013-2018 on the web-
site of GEOSTAT. GEOSTAT publishes balanc-
es following the requirements of Regulation
(EC) No 1099/2008 on energy statistics. The
balances are published in December each year.
Data is in .pdf and .xls(x) format, well-struc-
tured, and easy to process.

From 2018, GEOSTAT started publishing ener-
gy supply data. Data is published every month
with a three months lag period. However, data
for the electricity sector is incomplete (e.g.,
data on losses is not included).

good transparency

good transparency

Recommendation

® The National Statistics Office of Georgia
should ensure the compilation of monthly elec-
tricity balances following the Regulation (EC)
No 1099/2008 on energy statistics.
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2. NATURAL MONOPOLIES

Good transparency

Scores by sub-categories:

Sub-category

Operation of transmission and

distribution system operators 91
Independence of transmission 0
and distribution system operators
Development of transmission

o 50
and distribution systems
Tariffs setting 75

According to the Protocol on the Accession
of Georgia to the Energy Community Treaty,
Georgia has committed to implement EU di-
rectives and regulations on electricity and gas
markets. Several draft laws and secondary leg-
islation have been drafted and adopted to com-
ply with these regulations, including the Law
on Energy and Water Supply (2019), the Nat-
ural Gas Network Rules (2018), the Electricity
Market Rules, etc.

As a result of these developments, the opera-
tion of transmission and distribution system
operators in electricity, and to some extent in
the gas sector, are mostly in compliance with
the EU directives and regulations and the
transparency score reaches 91 points.

The assessment does not cover many gas mar-
ket-related issues (capacity allocation and costs
of balancing) because an organized gas market
does not exist in Georgia. Georgia must develop
the Natural Gas Market Concept Design, which
will be complemented by the Natural Gas Mar-
ket Rules developed by GNERC. The deadline
for the proper implementation of natural gas
sector reforms is December 31, 2021.

The score also does not include LNG or gas
storage-related indicators, as Georgia does not
have these facilities. The gas storage is planned

Characteristic

excellent transparency

unacceptable transparency

insufficient transparency

good transparency

to be developed by 2024. A tender has been an-
nounced to select a design, procurement, and
construction contractors, but the tendering
process had not yet been completed as of Sep-
tember 2020.

The electricity sector is more advanced in terms
of market reforms and transparency. Request-
ed Information is published on the ENTSO-E
transparency platform and/or Georgian State
Electrosystem (GSE) web-page.

The indicators in «Independence of transmis-
sion and distribution system operators» cate-
gory are assessed with 0 scores. Transmission
system operators are in the process of reform,
they do not have compliance reports. Distribu-
tion system operators in electricity have com-
pliance reports, but they are not published and
are available only by request.

Network development plans for distribution
systems and reports on their implementations
are problematic as well. Neither gas nor elec-
tricity DSOs publish these plans. GNERC an-
nual report indicates that in 2019 the Regula-
tory Commission reviewed and agreed upon
5-year distribution network development plans
in accordance with the requirements envisaged
in Network Rules, but these plans are not pub-
licly available.



The tariff setting methods and information on
tariffs themselves are available on the regula-
tor’s website, but in some cases, the informa-
tion is not complete. No information about tar-
iffs in the previous years are available.

Recommendations

® Government, the Ministry of Economy and
Sustainable Development, the Regulator and
TSO should speed up working on gas sector
reforms and implementation of the Directive
2009/73/EC on common rules for the internal
market in natural gas;

® The TSOs in electricity and gas should start
developing compliance reports following the
Directive 2009/72/EC on common rules for
the internal market in electricity and Directive
2009/73/EC on common rules for the internal
market in natural gas;

3. SUPPLY

Medium transparency

Scores by sub-categories:

ANALYSIS BY COUNTRY | GEORGIA

® The GNERC should ensure that DSOs pub-
lish their compliance programs and respective
performance reports;

® The gas TSO should ensure publication of
information on scheduled maintenance peri-
ods and related operational information in a
manner that is easily available for the stake-
holders;

® The electricity TSO should ensure publica-
tion of annual balances in machine-readable
formats;

® The GNERC should ensure publishing the
information on gas tariffs following the re-
quirements of Art. 32 (1), 41 (7) of Directive
2009/73/EU on common rules for the internal
natural gas market, Art. 18 (2), 19 (5) of Regu-
lation (EC) No 715/2009 on conditions for ac-
cess to the natural gas transmission networks.

62, C

Sub-category mm Characteristic

Market barriers

Market concentration and

o 50
competition level

Prices and pricing 70

As mentioned earlier, the organized gas mar-
ket does not exist in Georgia. Due to this fact
purchase and selling of natural gas is carried
out through bilateral agreements and direct
contracts. The electricity trade is also mainly
carried out by means of direct contracts. Elec-
tricity is sold by generators, importers and

unacceptable transparency

insufficient transparency

good transparency

Electricity Market Operator (ESCO) and pur-
chased by an electricity distribution licensee
(supply part), direct 16 customers, exporters,
electricity generators (Plant expenses), ESCO
and the Dispatch Operator (for the purpose of
covering losses in the electricity purchase pro-
cess).
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According to the Regulation (EU) No 1227/2011
on Wholesale Energy Market Integrity and
Transparency Market participants shall regis-
ter with the national regulatory authority. The
register shall give each market participant a
unique identifier and shall contain sufficient
information to identify the market participant,
including relevant details relating to its value
added tax number, its place of establishment,
the persons responsible for its operational and
trading decisions, and the ultimate controller
or beneficiary of the market participant’s trad-
ing activities (article 9). GNERC has a list of li-
cense holders, but it cannot be considered the
full National Register of Market Participants as
the list of license holders indicates only names
and addresses of the companies.

Information about market concentration
and competition level is also partially avail-
able. HHI is not assessed for the gas sector,
however, information about market partici-
pants proves that the natural gas market of
Georgia is concentrated at both wholesale
and retail levels. The electricity distribution
(supply) market is assessed as highly concen-
trated (HHI2019=5,338). The 2019 Herfind-
ahl-Hirschman Index of the electricity genera-
tion segment is 1,516.

The National Statistics Office of Georgia (GE-
OSTAT) publishes semi-annual information on

gas and electricity prices. These data are not
produced on an annual basis as required by the
Regulation (EU) No 2016/1952. Information
about prices is available for the regulated sec-
tor only.

It also has to be mentioned that the Public Ser-
vice Obligations (PSO) regime has not yet been
introduced in Georgia. The regulatory commis-
sion (GNERC) sets end-user tariffs for electric-
ity and gas for household customers. The tariffs
are set according to the tariff setting methodol-
ogy. Georgia purchases so-called ‘social’ gas at
a preferential price which is used by the popu-
lation and TPPs for consumption purposes. Ac-
cordingly, in this segment, retail and wholesale
prices of natural gas (and partially electricity)
are significantly low compared to the commer-
cial segment.

The regulator is responsible for price moni-
toring, however, it does not publish reports on
price monitoring. Part of the information can
be found on the regulator’s website or in its an-
nual reports, but the information is not com-
plete.

Recommendations

® The Ministry of Economy and Sustainable
Development and GNERC should create a fa-
vorable environment to speed up market re-
forms in electricity and natural gas;

® The GNERC should create a National Reg-
ister of Market Participants for electricity and
gas markets and ensure publishing the infor-
mation on market concentration and com-
petition levels following the requirements of
Directives 2009/73/EC and 2009/72/EC on
common rules for the internal market in natu-
ral gas and electricity;

® The National Statistics Office of Georgia
should ensure publishing information on gas
and electricity prices on annual basis as re-
quired by the Regulation (EU) No 2016/1952;

® The GNERC should start publishing price
monitoring reports. The reports should cover
both regulated and liberalized, wholesale and
retail market segments.



4. RELIABILITY AND SECURITY

Scores by sub-categories:

ANALYSIS BY COUNTRY | GEORGIA

Unacceptable Transparency

Sub-category mm Characteristic

Stocks and reserves
Security of supply planning 0

Reports on reliability and security 0

Stocks and reserves sub-category has the high-
est score in the assessment. It covers genera-
tion capacity: maximum net capacity (value
and structure), magnitude of peak load and
available generation capacity for electricity -
which is published on the ENTSO-E platform.
The indicator does not include gas storage
facility related data as Georgia does not have
one. The reliability and security sub-category
has the lowest score in the assessment, consid-
ering that Georgia does not yet have a national
action plan or emergency plans in gas or a risk
preparedness plan in electricity. The deadline

absolute transparency

unacceptable transparency
unacceptable transparency

for proper implementation of gas sector re-
forms is December 31, 2021. The EU4Energy
program has launched a new technical assis-
tance project in July 2020 to develop the first
Natural Gas Emergency Plan in Georgia. Elec-
tricity risk-preparedness plan will be prepared
by 2022.

Monitoring reports on the security of natural
gas supply and the security of electricity supply
are also in the preparatory phase.

Recommendations

® The Ministry of Economy and Sustainable
Development should ensure preparation of na-
tional action plan and emergency plan for the
gas sector following the Regulation (EU) No
2017/1938 on measures to safeguard the secu-
rity of natural gas supply;

® The Ministry of Economy and Sustainable
Development should start working on a Mon-
itoring report on security of natural gas supply
and a Monitoring report on security of electric-

ity supply;

® The electricity TSO should ensure prepara-
tion of the National Resource Adequacy Assess-
ment (adequacy report on generation capacity)
and respective implementation plan.
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5. CONSUMPTION
Medium transparency

Scores by sub-categories:

Penetration of metering 25
Service standards 100
Information for consumers 79

The consumption category is showing medium
transparency. The information on individual
metering is available for electricity consumers.
Distribution companies publish statistics of the
customers having or not having individual me-
ters. The data for the gas sector is not available,
neither is the information on smart metering
systems for natural gas or electricity consump-
tion (Georgia has not introduced smart metering
yet). According to the annual report of GNERC,
a regulatory strategy for supporting the smart
metering roll-out is planned to be developed.

Information on service standards is fully trans-
parent. Information on ensuring minimum
requirements for the quality of electricity and
its supply are regulated by the Service Quality
Rules approved by GNERC in 2018.

Tariff information for the regulated segment
(mainly households) can be found on DSOs’ and
GNERC websites. The Regulator offers tariff
comparison tools for different suppliers, but -
as mentioned earlier - Georgia does not have
fully established electricity and gas markets,
and consumers do not have the opportunity to
choose suppliers or switch from one to anoth-
er. As for the prices for the commercial sector,
they are deregulated and non transparent.

As for the information on consumers’ rights for
subsidies and preferences in payment of utilities’
bills, even though there is no formal definition of
vulnerable customers, Georgia has several social
assistance schemes in place that either include
electricity and gas as one of the components or
are specifically targeted to subsidize electrici-
ty or gas consumption by certain categories of

65, C+

Characteristic

unacceptable transparency
absolute transparency

good transparency

consumers. Social assistance issues are regulat-
ed by the Law on Social Assistance and by the
Law on Energy and Water Supply. The Social
Service Agency is responsible for the assistance
programs management, all information is
available on its website. It is planned to devel-
op a special program for vulnerable consumers
to protect their rights in the time of reforms.

On the contrary, consolidated information
about energy efficiency programs funds and in-
formation on benefits and conditions of partic-
ipation in energy audit programs are not avail-
able. Some fragmented information can be
found on the website of the Ministry of Econ-
omy and Sustainable Development. Still, Geor-
gia does not have an agency on energy efficien-
cy or other dedicated public entity that would
publish and update the information following
the Directive 2012/27/EU.

Recommendations

® The GNERC should ensure implementation
of the requirements of Directive 2012/27/EU
in terms of collection and publication of the
data on individual meters;

® The Ministry of Economy and Sustainable
Development should ensure the establish-
ment of a dedicated public entity responsible
for energy efficiency policy, incl. publishing the
information on benefits and conditions of par-
ticipation in energy efficiency programs, funds,
energy service contracts, and of taking other
energy efficiency improvement measures fol-
lowing the Directive 2012/27/EU.



6. REPORTING

Insufficient Transparency

Scores by sub-categories:

Sub-category

ANALYSIS BY COUNTRY | GEORGIA

Characteristic

Financial and management

reporting 61
Fiscal reporting 31
Beneficiaries and corporate 54

governance

Transparency of the Reporting category is con-
sidered as insufficient. Most of the companies
publish financial statements and independent
auditor’s reports on the financial statements.
Still, reports for previous years are not availa-
ble and existing ones are published in scanned
.pdf format, making it difficult to adequately
process and analyze the information.

It has to be mentioned that financial reports
are available on the companies websites and
also on the consolidated website (Reportal),
which is the first public information resource
in Georgia containing financial and manage-
ment reports of companies registered in Geor-
gia. Reportal was created in 2017 by the Ser-
vice for Accounting, Reporting and Auditing
Supervision Subdivision of Georgia’s Ministry
of Finance.

Management reports are more problematic.
Only some companies publish these types of
reports, which are mostly incomplete and do
not meet the respective requirements of Direc-
tive 2013/34/EU.

Most companies publish information on the
payment of taxes by business entities and
types of taxes. Taxes are disclosed in general
financial statements. Still, only one company
from the sample publishes data on quasi-fiscal
transactions and state aid. Georgia has only
one extractive company who operates in the

C medium transparency

unacceptable transparency

insufficient transparency

gas extraction field, and the company does not
disclose any information on taxes or manage-
ment reports.

Information about final beneficiaries is availa-
ble in most of the cases.

Recommendations

® Energy companies should ensure publishing
complete financial reports, auditor’s reports to
financial statements, and management reports;

® Energy companies should publish informa-
tion on quasi-fiscal transactions and state aid;

® The reports should be published every year,
previous year’s reports should be available.

® Respective public authorities should
strengthen the law enforcement mechanisms
and monitoring capacity to keep energy com-
panies accountable.
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7. POLICY

Scores by sub-categories:

Unacceptable Transparency

Sub-category “m Characteristic

Monitoring and reporting

Energy efficiency 50
Environmental protection and

. ) 20
combating climate change
Renewable energy sources 50

The policy category is characterized by unac-
ceptable transparency, as Georgia does not
have most of the strategic and program docu-
ments of energy policy and sustainable devel-
opment.

Georgia does not have an energy strategy im-
plementation report. The Energy Strategy of
Georgia 2020-2030 was approved by minis-
terial order in October 2019, but it was not a
comprehensive strategy and will not be used.
Instead, the Ministry of Economy and Sustain-
able Development is in the process of creating
an Energy Policy document and the National
Energy and Climate Plan (NECP) according to
the EU directives and the New Energy Law. The
NECP, as an annex of the Energy Policy docu-
ment, shall be prepared by the end of 2020.

There are no progress reports available on
NEEAP and NREAP. The NEEAP was initiat-
ed in 2015, and after intensive discussions and
numerous amendments it was approved in late
2019. The government plans to focus on devel-
oping a new Action Plan with the targets until
2030. Also, there is currently no measuring/
monitoring, reporting and verification (MRV)
mechanism in place in Georgia. The same is
true for NREAP as well. The NREAP was de-
veloped in compliance with Renewable Energy

insufficient transparency

insufficient transparency

unacceptable transparency

insufficient transparency

Directive No. 2009/29/EC to define renewa-
ble energy targets and government actions for
achieving them up to 2020. As the document
was only approved in late 2019, it has missed
the 2020 targets. The government aims to set
the 2030 targets in the new NECP, which is cur-
rently being developed for the period of 2021-
2030.

As for the Low-Emission Development Strategy
(LEDS), preparation for Georgia began in 2013
and the draft version was ready in 2017, but it
was not approved. New LEDS will be developed
next year. Climate policy documents (NDC and
CAP) are under development.

The emissions reduction road map for large
combustion plants was prepared 2-3 years ago,
but it was not approved. New primary and sec-
ondary legislation is being drafted and should
be adopted by the end of 2021.

The National Inventory Report of GHG emis-
sions to the UNFCCC was prepared and pub-
lished for the 1990-2015 period. Updated re-
port will be available by the end of 2020.

Georgia submitted the second report of Vol-
untary National Review (VNR) on the imple-
mentation of the UN Sustainable Development



Goals at the 2020 High-Level Political Forum.
It is available on the SDGs website.

Recommendations

® The Government of Georgia should
strengthen the country’s long term strategy de-
velopment and planning capacity;

® The Government of Georgia should ensure
linkage (harmonized goals, policies and meas-
ures) among the country’s energy strategy,
strategic climate policy documents under the
United Nations Framework Convention on Cli-
mate Change (UNFCCC), Low Emission Devel-
opment Strategy, etc.;

8. PUBLIC AUTHORITIES

Scores by sub-categories:

Sub-category

Public spending

Transparency of public

administration 51

Transparency of spending budget funds is
not fully transparent in Georgia. Budgetary
priorities and information about particular
budget programs are provided in the Basic
Data and Directions (BDD) document. De-
tailed budgets and expenditures of the par-
ticular entities (Ministry of Economy and
Sustainable Development, GNERC, and Geor-
gian Competition Agency in this case) are
given on the websites, but the information is
not complete. Targets, KPIs, and other pa-
rameters are missing in most of the cases and
the reports of independent financial audit of

ANALYSIS BY COUNTRY | GEORGIA

® The Ministry of Economy and Sustainable
Development (MOESD) should prepare the
Energy Policy document and the National En-
ergy and Climate Plan (NECP) and continue
working on strategic planning capacity devel-
opment within the ministry;

® The Ministry of Finance should allocate
sufficient financial resources for strategic and
planning capacity development of the MOESD;

® The Government of Georgia should en-
sure the introduction of robust action plans
(NREAP, NEEAP, NECP etc.) and monitoring
mechanisms to track progress.

Unacceptable Transparency

Characteristic

unacceptable transparency

insufficient transparency

budget programs implementation are not al-
ways available.

Georgia does not have a register of state aid re-
cipients. Some information is available on the
Competition Agency’s website on particular
projects, but this is not a systematized register.
Annual reports on state aid are not available.

As for the draft regulatory acts and supple-
mentary documents, most of the entities pub-
lish this information on their websites. All reg-
ulatory acts adopted are also available on the
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consolidated website - official gazette of Geor-
gia. The website offers its users a comprehen-
sive database of all normative acts having legal
effect. Users can access any consolidated nor-
mative act, including the history of changes at
any stage. In most cases, regulatory acts do not
have an impact assessment; conducting such
analysis became mandatory in Georgia from
2020. So, progress is expected in this direction.

Results of monitoring the effectiveness of the
regulatory acts implemented are not always
available.

Recommendations

® The Ministry of Economy and Sustaina-
ble Development, GNERC, and the Compe-
tition Agency should ensure publication of a
full summary of budget programs (including
responsible public authority, objectives and
targets, timeframe, expenditures, KPIs, etc.)
following the OECD Good Practices for Perfor-
mance Budgeting (2019) and IMF Guidelines
for Public Expenditure Management (1999);

® The Competition Agency should establish a
register of state aid recipients with the corre-
sponding state aid volume and start publishing
annual reports on state aid;

® The Ministry of Economy and Sustain-
able Development, GNERC, and the Com-
petition Agency should ensure publication
of the results of discussing draft regulatory
acts and results of monitoring the effective-
ness of the regulatory acts implemented.



B! moLbova

ANALYSIS BY COUNTRY | MOLDOVA

MOLDOVA'’S 2020 ENERGY TRANSPARENCY INDEX

1. BALANCES

Medium transparency

Scores by sub-categories:

Sub-category mm Characteristic

Annual balance statistics

Monthly balance statistics 50

The National Bureau of Statistics (NBS) pub-
lishes annual and monthly balances for the
natural gas and electricity sectors. The annual
energy balance is available for 2007-2018 years

63, C

good transparency

insufficient transparency

on the website of NBS, in .pdf format. For the
last two years, the data is available in .xIs(x)
format as well.

Beginning in 2015, the NBS publishes monthly
balance statistics following the Regulation (EC)
No 1099/2008. However, the information does
not include the structure of electricity produc-
tion and losses during transportation.

Recommendation

® The NBS should ensure that the monthly
balances of natural gas and electricity include
the structure of electricity production and the
losses during transportation, following the An-
nex C to Regulation (EC) No 1099/2008 on en-
ergy statistics.
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2. NATURAL MONOPOLIES

Scores by sub-categories:

Sub-category mm Characteristic

Operation of transmission and

distribution system operators 53
Independence of transmission
R 75

and distribution system operators
Development of transmission and

R 63
distribution systems
Tariffs setting 31

The unbundling action plan of TSO Moldova-
transgaz is being implemented and the sched-
uled deadline for submitting the application to
the Regulatory Agency (ANRE) was October 1,
2020. The information related to capacity allo-
cations, balancing, ex-ante and ex-post supply
and demand for the natural gas sector is not
available yet. The TSO in electricity did not dis-
close the information related to transmission
infrastructure, availability and use of forecast-
ed and offered transmission capacity, conges-
tion management measures, and balancing.
This resulted in low scores for the «Operation
of transmission and distribution system opera-
tors” sub-category.

As for compliance programs, the transmission
and distribution system operators published
the documents on their websites, except the
TSO in electricity.

According to the sampling list, all the operators
published the development plans, in line with
the legal requirements. Still, network operators
in gas and electricity do not manage to publish
progress reports on implementation of the net-
work development plans.

insufficient transparency

- good transparency

C medium transparency
unacceptable transparency

The tariff setting indicators are below the ac-
ceptable transparency (31 points), mainly be-
cause of the non-availability of tariffs for the
provision of balancing services and lack of on-
line tools for calculating available service rates
and checking available capacity for both elec-
tricity and natural gas. The ANRE approved
new Electricity Market Rules with provisions
on the procedure for calculating imbalance
payments; however, the act would be applica-
ble after its publication in the Official Gazette.

Recommendations:

® The Regulatory Agency should approve the
rules for balancing services in the natural gas
sector;

® The TSO Moldovatransgaz should disclose
the information on contracted and available
transmission capacity, the results of periodic
auctions on transmission capacity allocation;

® The regulation on the balancing rules in
electricity should be enforced by the Regulato-
ry Agency and TSO following the publication in
the Official Gazette;



® The TSO Moldelectrica should develop a
compliance program, as provided for by the Art.
14 and 21 of Directive 2009/72/EC on common
rules for the internal market in electricity;

® The TSO Moldelectrica should disclose
the information on the availability and use of

cross-border forecasted and offered transfer
capacity, congestion management measures,

3. SUPPLY

Medium transparency

Scores by sub-categories:

Sub-category

Market barriers

Market concentration and

competition level 25

Prices and pricing 85

The national register of market participants
does not include the information concern-
ing the administrators and beneficial owners
of the market operators, as required by Art.
9 (2) of the Regulation (EU) No 1227/2011.
The Regulatory Agency does not provide any
information about the supplier switching on
retail electricity and gas market. Respective-
ly, the sub-category «Market barriers» scored
only 25 points, which stands for unacceptable
transparency.

The competition in the natural gas sector is very
limited. According to the annual report of the
Regulatory Agency, Moldovagaz supplier has a
share of more than 95% of the wholesale and
retail markets of natural gas. In the electricity
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unavailability of consumption units and trans-
mission infrastructure according to the Com-
mission Regulation (EU) No 543/2013;

® Both TSOs in electricity and gas should de-

velop online tools for calculating available ser-
vice rates and checking available capacity.

63, C

Characteristic

unacceptable transparency

unacceptable transparency

excellent transparency

sector, the information about retail market
concentration is incomplete, as not all the sup-
pliers are included in the reports. This year the
sub-category «Market concentration and com-
petition level» index reached 25 points and
needs to be improved significantly.

The annual and semi-annual reports about
the cost of electricity supplied by groups of
consumption, including the cost of produc-
tion and supply, are available in the moni-
toring reports published monthly by NBS, as
well as quarterly and annually by the Regu-
latory Agency. Similar reports for the natural
gas sector are incomplete due to a lack of data
about the breakdown of transmission and dis-
tribution costs.
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Recommendations:

® The Regulatory Agency should provide
complete information in the national register
of market participants, including the admin-
istrators and beneficial owners of the licensed
companies;

® The Regulatory Agency should compile and
disclose the information about supplier switch-
ing on retail electricity and natural gas mar-
kets;

4. RELIABILITY AND SECURITY

® The Regulatory Agency should enforce the
market rules to increase the competition level
in both electricity and natural gas sectors;

® The NBS should include information about
the breakdown on transmission and distribu-
tion costs in the natural gas sector reports.

Excellent transparency

Scores by sub-categories:

Sub-category “m Characteristic

Stocks and reserves

Security of supply planning 100

Reports on reliability and security 100

The information about stocks and reserves
does not include gas storage facilities, as it is
not applicable for Moldova at present. The in-
formation about existing local generation facil-
ities and their capacity is published on the TSO
website. TSO also publishes the real-time load
of the power system and the actual generation
capacity of existing power plants, as well as im-
port electricity flows. However, no information
is disclosed about the available generation ca-
pacity, as required by clause 3.3. of Annex B to
Regulation (EC) No 1099/2008.

The regulations and action plans on the emer-
gency situations in the natural gas market and

insufficient transparency

absolute transparency
absolute transparency

electricity market were approved by the gov-
ernment resolutions No. 207 of April 03, 2019,
and No. 149 of March 07, 2019, respectively.
The Report on the security of electricity and
natural gas supply of Moldova was approved
by the Ministry of Economy and Infrastruc-
ture’s Order No. 363 of December 31, 2019,
Annex 1.

Recommendation:

® The TSO in electricity should provide infor-
mation about the available generation capacity.



5. CONSUMPTION

Insufficient transparency

Scores by sub-categories:

Sub-category

Penetration of metering

Service standards 100

Information for consumers 40

The penetration of metering has the lowest
level of transparency, mainly due to a lack of
regular reports about the number of final con-
sumers equipped with natural gas meters and
reports about the penetration of smart meter-
ing systems level for both electricity and natu-
ral gas sectors.

According to electricity market regulations,
any consumption point can be connected to the
grid only if it is equipped with metering. This
requirement was in place even before Moldo-
va’s independence.

The Regulatory Agency (ANRE) enforced the
requirements for the quality of gas/electricity
supply (continuity, quality, service). ANRE’s
annual reports provide the data regarding the
system operators’ compliance with the require-
ments of the regulation.

The information for consumers in the elec-
tricity sector is minimal. Commercial offers
(prices and terms of delivery) of electricity
suppliers and price comparison tools in the
retail electricity market are not available. In
the gas sector, PCTs are not available as well -
although 22 licensed companies are active in
gas supply, the market is dominated by Mol-
dovagaz (over 95%).
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Characteristic

unacceptable transparency

absolute transparency

insufficient transparency

Information on benefits and conditions of par-
ticipation in energy audit programs and energy
management implementation is not available,
as required by Art. 8 of Directive 2012/27/EU.
The Energy Efficiency Agency published only
the Guide for the assessment of projects related
to energy efficiency.

Recommendations:

® The Regulatory Agency should include in-
formation in its annual reports about the num-
ber of final consumers equipped with natural
gas meters and reports about the level of pen-
etration of smart metering systems for both
electricity and natural gas sectors;

® The electricity suppliers should publish
commercial offers on their websites;

® The Regulatory Agency should establish
price comparison tools in the retail electricity
market;

® The Energy Efficiency Agency should en-
hance the cooperation with mass media and
conduct public events to disseminate the infor-
mation on benefits and conditions of participa-
tion in energy audit programs and the imple-
mentation of energy management.
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6. REPORTING

Scores by sub-categories:

Sub-category

Financial and management
reporting

Fiscal reporting

Beneficiaries and corporate
governance

Almost all system operators in the sample pub-
lished annual financial reports. However, in
the gas sector, few companies did not disclose
complete financial reports with explanatory
information about each component of the bal-
ance sheet, while Moldovagaz did not include
the entire debt to Gazprom in its financial re-
port.

Several operators in the natural gas sector,
electricity generation and supply did not pub-
lish auditor’s opinions on financial reporting

Unacceptable Transparency

Characteristic

unacceptable transparency
unacceptable transparency

unacceptable transparency

and annual management reports, despite the
clear regulatory requirements. Most proba-
bly, the information is not published on their
website due to insufficient monitoring from the
Regulatory Agency.

The fiscal reporting contains only the informa-
tion about the income tax. No data is disclosed
concerning the types of taxes paid or the qua-
si-fiscal transactions and state aid received by
enterprises.

The reporting provided by the private compa-
nies does not include the information about
final beneficiaries. These companies disclose
only the information about the shareholders
(legal entities) in their financial reports.

Recommendations:

® The operators from the sampling list should
disclose complete financial reports, auditor’s
opinions on financial reporting and annual
management reports;

® The fiscal reporting should contain the in-
formation concerning the types of taxes paid,
the quasi-fiscal transactions and state aid dis-
aggregated by enterprises;

® The private companies should disclose in-
formation about final beneficiaries.



7. POLICY

Scores by sub-categories:

Sub-category
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Characteristic

Monitoring and reporting 50
Energy efficiency 94
Environmental protection and

. . 60
combating climate change
Renewable energy sources 94

The Ministry of Economy and Infrastructure
does not conduct separate reports on the pro-
gress of implementation of the Energy Strategy
of the Republic of Moldova by 2030. However,
its annual reports contain information on the
achievements in the energy sector.

In December 2019, the Government approved
the latest National Energy Efficiency Action
Plan, developed for the period 2019-2021. The
national energy efficiency targets are includ-
ed in this plan. However, the progress report
is available only for 2018 on the website of the
Energy Efficiency Agency.

The authorities are behind the agenda concern-
ing the emission reductions from large com-
bustion plants. The national strategy in this
field is not yet developed. Therefore, no pro-
gress reports are made in this area.

Moldova’s National Renewable Energy tar-
gets are set up in the Law No. 10/2016 on the
promotion of the use of energy from renew-
able sources. The Energy Efficiency Agency
published on its website reports on the imple-
mentation of the National Renewable Energy
Action Plan and National Energy Efficiency

insufficient transparency

excellent transparency

medium transparency

excellent transparency

IOI

Action Plan. The last available report is for
2018.

Recommendations:

® The Ministry of Economy and Infrastruc-
ture should publish reports on the progress of
implementation of the Energy Strategy;

® The Ministry of Agriculture, Regional De-
velopment and Environment should ensure the
elaboration of the National strategy on emis-
sion reductions from large combustion plants
and should publish a progress reports on this
issue;

® The Energy Efficiency Agency should pub-
lish in time the reports on the implementation
of the National Renewable Energy Action Plan
and the National Energy Efficiency Action
Plan.
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8. PUBLIC AUTHORITIES

Insufficient transparency @

Scores by sub-categories:

Sub-category

Public spending

Transparency of public

administration 67

The Ministry of Finance started the elabora-
tion of summaries for the budget programs, but
the process was not finalized. Accordingly, no
implementation reports are conducted by the
Ministry of Finance, making it impossible to
evaluate this indicator. The independent finan-
cial audit of budget programs implementation
is conducted by the Court of Accounts. How-
ever, due to the absence of publicly available
information about the profile of budget pro-
grams, this indicator was assessed with zero
points.

The Register of state aid recipients is available,
but access is restricted. Therefore, we cannot
estimate the indicators except the availability.
The decisions related to state aid are published
on the website of the Council of Competition.
However, there is no separate compartment
for such decisions. The Council of Competi-
tion also publishes annual reports on the state
aid, including different categories of recipi-
ents. The reports cover the period from 2011
to 2018.

The draft regulatory acts are usually published
in separate sections of websites by all public
authorities. All documents include a table of
proposals from stakeholders and substantiat-
ed position of public authority regarding their
consideration/non-consideration (with a few
exceptions). However, no assessment is con-
ducted at all on the effectiveness of the regu-
latory acts implemented. That is a significant
drawback, as the public authorities do not as-

Characteristic

unacceptable transparency

C+ medium transparency

sess the extent to which the approved regula-
tion has contributed to the achievement of the
objectives initially set.

Recommendations:

® The public authorities should accomplish
the implementation of passports (profiles) of
budget programs and the Ministry of Finance
should publish the implementation reports;

® The Court of Accounts should conduct the
audit of budget programs after the respective
passports (profiles) would be implemented;

® The Council of Competition should grant
public access to the Register of state aid recip-
ients and should create a separate compart-
ment for the decisions related to state aid;

® The public authorities should conduct as-
sessments on the effectiveness of regulatory
acts implemented and should publish the re-
ports on their websites.
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UKRAINE’S 2020 ENERGY TRANSPARENCY INDEX

Medium transparency

1. BALANCES

Medium transparency

Scores by sub-categories:

60, C

63, C

Sub-category mm Characteristic

Annual balance statistics

Monthly balance statistics 50

The transparency of energy statistics could be
better if Ukraine were to bring public statis-
tics in line with the EU best practices sooner.
The State Statistics Service is still unable to
meet the requirements of Regulation (EC) No
1099/2008 regarding the deadlines for the
publication of annual balance statistics. The
key reason for the lack of transparency of the
«Monthly balance statistics» sub-category is
a lack of regulatory framework and necessary
resources to collect information on the volume
and structure of production (extraction), use
(consumption), exports, imports, international
bunkering, stock changes (by type) of all types
of energy resources. First of all, there is a lack
of monthly statistics on electricity.

Even though some statistics are published by
other government authorities (Ministry of
Energy) and economic entities (Ukrenergo),

good transparency

insufficient transparency

their availability and accessibility did not af-
fect the overall score since Regulation (EC) No
1099/2008 imposes relevant obligations on
the executive authority in the field of statis-
tics.

Recommendations:

® The State Statistics Service should ensure
the generation of monthly product balances
of natural gas and electricity following the re-
quirements of Annex C to Regulation (EC) No
1099/2008 on energy statistics;

The State Statistics Service should organize
compliance with the deadlines for the publica-
tion of annual energy product balances set out
in Annex B to Regulation (EC) No 1099/2008
on energy statistics.
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2. NATURAL MONOPOLIES

Medium transparency

Scores by sub-categories:

Sub-category

63, C

Characteristic

Operation of transmission and

distribution system operators 69
Independence of transmission 07
and distribution system operators
Development of transmission and

P 67
distribution systems
Tariffs setting 52

Although the transparency for the category as
a whole is medium, the liberalization of elec-
tricity and gas markets ensured slightly higher
transparency for such sub-categories as «Oper-
ation of transmission and distribution system
operators» and «Development of transmission
and distribution systems» (69 and 67 points,
respectively). It could have been even greater
should the TSOs provide tools to check the ca-
pacity available, calculate the payment for the
services available and balancing-related activi-
ties («Tariffs setting» sub-category). Simulta-
neously, the incomplete certification of Ukren-
ergo and functional unbundling of network
operators caused a low score in the «Independ-
ence of transmission and distribution system
operators» sub-category (27 points).

With the introduction of new rules in gas and
electricity markets harmonized with the Euro-
pean ones, the transparency of relevant sectors
left the «red» zone but remains insufficient.
This was caused by the complicated unbun-
dling of Gas Transmission System Operator
of Ukraine LLC (as it was running in parallel
with negotiations on a new transit deal with
Gazprom), resulting in longer implementation
of European rules (network codes), and the in-
complete reform of Ukrenergo.

C+ medium transparency

unacceptable transparency

C+

medium transparency

insufficient transparency

The problem is the inability of transmission
system operators to meet the requirements:

® for Ukrenergo — Regulation (EU) No
543/2013 in terms of congestion manage-
ment, in particular forecasted reserves;

® for Gas Transmission System Operator of
Ukraine LLC — Regulation (EC) No 715/2009
in terms of notifying on demand and supply
(both ex-ante and ex-post), information about
capacity allocation mechanisms.

However, adherence to these and other trans-
parency requirements is impossible without
developing an appropriate regulatory and le-
gal framework, certification of operators of the
electricity transmission system and gas storage
facilities.

Recommendations

® The public authorities duly empowered by
the Cabinet of Ministers should adopt reason-
able decisions on certification of operators of
the electricity transmission system and gas
storage facilities;



® Ukrenergo should ensure compliance with
Regulation (EU) No 543/2013 in terms of the
publication of data on electricity markets;

® Gas Transmission System Operator of
Ukraine LLC should ensure publication of
data on demand (ex-ante and ex-post) and
supply, information on capacity allocation
mechanisms, balancing of the system and
payment for relevant activities as required by
Regulation (EC) No 715/2009 and Regulation
(EU) No 314/2014;

3. SUPPLY

Medium transparency

Scores by sub-categories:

Sub-category

ANALYSIS BY COUNTRY | UKRAINE

® The NEURC, network operators should
timely and regularly publish compliance pro-
grams, plans for the development of transmis-
sion, distribution systems, storage facilities,
as well as reports on their implementation;

® The NEURC should encourage network op-
erators to publish reports in a machine-reada-

ble format and create online tools for calculat-
ing tariffs for the services available.

63, C

Characteristic

Market barriers 50

Market concentration and
o 100
competition level

Prices and pricing 61

The registers of electricity and gas mar-
ket participants do not contain all the in-
formation required by Regulation (EU) No
1227/2011 (REMIT). The monitoring of sup-
plier switching on these markets also needs to
be improved. It is necessary to ensure the com-
pleteness of monitoring by such indicators: av-
erage duration and opportunity to choose the
date of supplier switching.

At the same time, the introduction of quarterly
market monitoring by the NEURC and the ex-
pansion of competition assessment had a pos-
itive impact on transparency in the «Market
concentration and competition level» sub-cat-
egory. Due to the increase in the completeness

insufficient transparency

absolute transparency

C medium transparency

of publishing the price information by the
NEURC and electricity market entities, trans-
parency in the «Prices and pricing» sub-cate-
gory improved. The NEURC good practice of
developing newsletters to inform consumers,
particularly the newsletters on switching the
electricity supplier (for eligible consumers),
service standards and compensation to cus-
tomers in case of their violating, etc.

The State Statistics Service publishes data
on weighted average prices for natural gas
and electricity by consumption groups on a
semi-annual basis. Still, it does not disclose the
price composition (in particular, by taxes).
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Thus, there are «black boxes» in the cate-
gory due to lack of:

® data on mark-ups in retail electricity and
gas markets;

® reporting on weighted average annual pric-
es of natural gas and electricity for households
and non-household consumers by consump-
tion groups and their composition.

Access to these and other data will be possible
only after completing electricity and gas mar-
kets reform while maintaining the state’s role
in facilitating competition, preventing mar-
ket abuse, and proper protection of consumer
rights.

4. RELIABILITY AND SECURITY

Scores by sub-categories:

Recommendations

® The NEURC should improve the compre-
hensiveness of information in the registers of
licensees, in reporting on supplier switching
in gas and electricity markets;

® The NEURC, the AMCU, and the State
Statistics Service of Ukraine should regularly
publish in machine-readable format structur-
al indicators of competitiveness in wholesale
and retail energy markets and the results of
price monitoring, in particular to compare
commercial offers of suppliers and enable
conscious choice by consumers;

® The State Statistics Service should ensure,
besides semi-annual, the annual frequency of
publication of the reports on prices of natural
gas and electricity by consumption groups, in-
cluding prices’ composition.

Sub-category mm Characteristic

Stocks and reserves
Security of supply planning 50
Reports on reliability and security 67

The availability of information on capacities
and reserves, regular publication of reports on
monitoring the security of natural gas supply
and timely approval of Ukrenergo report on
the adequacy assessment of generation capac-
ity ensured good transparency for the category
as a whole (70 points). However, the trans-
parency could improve should the Ministry of
Energy report on the results of the security of
electricity supply monitoring, and Ukrenergo
began work on developing a Risk-Prepared-
ness Plan.

excellent transparency

insufficient transparency

C+

medium transparency

Recommendations

® Ukrenergo should pay attention to meet-
ing the requirements of Regulation (EU) No
2019/941 in terms of the Risk-Preparedness
Plan development by the transmission system
operator;

® The Ministry of Energy should provide
information about stocks and reserves, as
well as reports on security of supply in a ma-
chine-readable format.



5. CONSUMPTION

Scores by sub-categories:

ANALYSIS BY COUNTRY | UKRAINE

Sub-category mm Characteristic

medium transparency

absolute transparency

C+ medium transparency

Penetration of metering

Service standards 100

Information for consumers 66

A score of 100 points was achieved for the
«Service standards» sub-category due to the
NEURC activity on informing consumers about
their rights and the quality of services in elec-
tricity and gas markets.

However, transparency is not so high for oth-
er sub-categories. In particular, Directive
2009/72/EC requirements are not properly
met regarding the data on each energy source
share in the electricity mix of suppliers and the
environmental impact caused by its production.

As for the penetration of metering, there is a
lack of data on the deployment of smart meter-
ing systems in gas and electricity markets.

Price comparison tools were developed and
launched in test mode. Within the USAID pro-
ject, together with the NEURC, the Energy
Online mobile application was developed to

compare gas suppliers’ commercial offers in
Ukraine. The Gasoteka web tool for comparing
prices of gas suppliers was also launched in the
test mode.

Due to the complexity of responsibility distri-
bution among the Regulator, TSO, and DSOs,
the information on prices and tariffs on the im-
plementation of individual and smart meter-
ing systems by region is published breaching
the deadlines, in aggregate form (as in annual
reports of the NEURC), incomplete and in un-
friendly format.

Recommendations

® The Verkhovna Rada of Ukraine should
bring the requirements of the laws «On En-
suring Commercial Metering of Natural Gas»,
«On Peculiarities of Access to Information in
the Fields of Electricity, Natural Gas, Heat Sup-
ply, Centralized Hot Water Supply, Centralized
Drinking Water Supply and Sewerage» in line
with the EU best practices on empowering con-
sumers and improving their awareness;

® The NEURC should ensure the imple-
mentation of the requirements of Direc-
tive 2012/27/ EU in terms of collection and pub-
lication of data on smart metering systems;

® The NEURC should develop centralized
price comparison tools for electricity and gas.
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6. REPORTING

Scores by sub-categories:

Unacceptable Transparency

Sub-category mm Characteristic

Financial and management
reporting

Fiscal reporting 5

Beneficiaries and corporate
governance

56

Transparency in the «Financial and manage-
ment reporting» sub-category is unacceptable
due to the low prevalence of non-financial re-
porting practices (namely, management re-
ports) and only a few cases of management re-
ports developed following the guidelines of the
Ministry of Finance and global best practices.
This sub-category is characterized by low rele-
vance (the latest reports are available for 2018
only) and usability (scanned documents in .pdf
format) of published information.

There is also low transparency regarding en-
ergy companies’ reporting on the amount and
composition of payments to the government
(taxes and other non-tax payments). Besides
a few cases of providing aggregated data as
part of financial statements and on companies’
websites, companies do not provide detailed
data, except for extractive companies report-
ing of payments under the Extractive Indus-
tries Transparency Initiative (EITI). The low
score was also caused by the lack of approved
forms and volumes of reporting on payments
to the government (the relevant government
resolution was adopted only on September 23,
2020).

Information on final beneficiaries made public
by joint-stock companies is insufficient. De-
spite the fact that the information about own-
ers is made public, only state-owned compa-
nies (where the final beneficiary is defined by
law) and partially the largest private energy

unacceptable transparency

unacceptable transparency

C- medium transparency

holding disclose information about the final
beneficiaries.

Recommendations

® The Cabinet of Ministers should ensure the
implementation of Directive 2013/34/EU and
Law of Ukraine «On Accounting and Financial
Reporting in Ukraine» in terms of publication
of management reports;

® The Ministry of Energy should ensure the
implementation of reporting procedures and
forms for energy companies in terms of pre-
paring reports on payments to the government,
and for public authorities and companies — in
terms of developing reports on payments re-
ceived;

® The Ministry of Energy should ensure time-
ly preparation of national reports of Ukraine
for 2018 and 2019 under the Extractive Indus-
tries Transparency Initiative (EITT) as well as
the development and launch of an electronic
reporting system,;

® The Ministry of Economy, the National Se-
curities and Stock Market Commission should
introduce global best practices of publishing
information on corporate governance and fi-
nal beneficiaries by companies whose securi-
ties are admitted to trading on regulated mar-
kets.



7. POLICY
Medium transparency

Scores by sub-categories:

ANALYSIS BY COUNTRY | UKRAINE

62, C

Sub-category mm Characteristic

Monitoring and reporting

Energy efficiency 88

Environmental protection and

combating climate change 49

Renewable energy sources 56

The annual reporting on implementing the
Energy Strategy of Ukraine by 2035 «Secu-
rity, Energy Efficiency and Competitiveness»
doesn’t contain detailed information on the
tasks not accomplished with due ration-
ale. The government also does not provide
progress reports on implementing the 2050
Low-Emission Development Strategy under
the Paris Agreement.

The lack of an up-to-date (for each year) ac-
tion plan to reduce emissions from large com-
bustion plants, inadequate reporting on them,
unstructured and insufficient use of strategic
environmental assessment information led to
medium transparency for the «Environmen-
tal protection and combating climate change»
sub-category.

The deadlines for updating the National En-
ergy Efficiency Action Plan and the Nation-
al Energy Efficiency Target are overdue. The
deadline for updating the National Renewable
Energy Action Plan was also missed. There is
a lack of reporting on its implementation and
a clear description of support schemes for the
development of renewable energy sources.

As a good practice, the completeness and time-
liness of monitoring the implementation of
tasks under the Sustainable Development Goal
7 «Affordable and Clean Energy» should be
noted.

good transparency

excellent transparency

“ insufficient transparency

C- medium transparency

Recommendations

® The Ministry of Energy should annually
publish exhaustive reports on the implemen-
tation of Energy Strategy of Ukraine by 2035
«Security, Energy Efficiency and Competitive-
ness» and action plans to reduce emissions
from large combustion plants, reporting to the
Energy Community Secretariat;

® The Verkhovna Rada of Ukraine should har-
monize the norms of national legislation with
the requirements of Directive 2012/27/EU on
energy efficiency, in particular adopt a new
framework Law «On Energy Efficiency»;

® The State Agency for Energy Efficiency and
Energy Saving should ensure regular updating
of the National Energy Efficiency Action Plan
and reporting on its implementation;

® The State Agency for Energy Efficiency and
Energy Saving should ensure regular updating
of the National Renewable Energy Action Plan
with a description of support schemes and a
long-term schedule of state support as well as
meet the deadlines for reporting on the NREAP
to the Energy Community Secretariat;

® The Ministry of Energy, the Ministry of
Economy, and the State Agency for Energy Effi-
ciency and Energy Saving should ensure timely
and full publication of reports on the imple-
mentation of policy documents and Ukraine’s
international obligations.
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8. PUBLIC AUTHORITIES

Scores by sub-categories:

Sub-category “m Characteristic

Public spending

Transparency of public

administration 51

The insufficient transparency of public spend-
ing is mainly caused by the lack of regular re-
porting on the results of independent financial
audit of budget programs execution and the
low level of detail in the register of decisions on
state aid to energy companies. Aggregate data
on state aid is regularly published on the «State
Aid» web portal of the AMCU and are generally
of poor usability (scanned .pdf documents).

The transparency of public administration is
also insufficient. Regulatory acts and their ac-
companying documentation are made public,
but systemic problems are incomplete content
and low usability.

B The «black boxes» of the category are:

® publishing the results of independent finan-
cial audit of budget programs execution by the
State Audit Service and the Accounting Cham-
ber of Ukraine;

insufficient transparency

insufficient transparency

® exhaustiveness and timeliness of publishing
the results of discussions of draft regulatory
acts (except the NEURC);

® proper tracking of the effectiveness of the
adopted regulatory acts and publication of ex-
haustive reports on its results.

Recommendations

® The State Audit Service and the Account-
ing Chamber should publish the results of the
budget programs’ financial audit;

® The Ministry of Energy, the Ministry of En-
vironmental Protection and Natural Resourc-
es, and the AMCU should publish the results of
discussing draft regulatory acts;

® The Ministry of Energy, the Ministry of En-
vironmental Protection and Natural Resourc-
es, the NEURC, and the AMCU should ensure
regular tracking of the effectiveness of adopted
regulatory acts and publication of exhaustive
reports on its results;

® The AMCU should update the register of
state aid recipients with details up to individual
companies’ level;

® The Ministry of Finance should develop a
register of quasi-fiscal transactions with details
up to individual companies’ level.



METHODOLOGY

The methodology of the International En-
ergy Transparency Index is based on the uni-
versal statistical method of multidimensional
weighted average, used to assess complex ob-
jects, processes, and phenomena. The Index
dimensions include specific transparency indi-
cators, their sets (categories and energy mar-
kets), and transparency aspects (criteria).

An indicator is a specific way of measuring
the transparency of a certain object (e.g., an en-
ergy company, public authority), process (e.g.,
pricing, regulation, trade, etc.), or phenome-
non (e.g., market, competition, etc.). A set of
indicators forms the lowest level of the Index
decomposition. This study analyzed 115 indi-
cators, with indispensable and sufficient trans-
parency features (content of information, its
format, frequency of updating, etc.) defined in
European legislation and/or best global prac-
tices of information disclosure.

The study focuses on two energy markets:
natural gas (41 indicators) and electricity (44
indicators), as well as cross-sectoral issues (30
indicators).

Grouping the indicators into categories allows
various stakeholders to obtain information re-
garding the transparency in different parts of
the energy sector throughout its value chains.

By analyzing the requirements and practic-
es of information disclosure, we came up
with eight categories:
® «Balances»: defines the transparency of an-
nual and monthly energy statistics;

® «Natural monopolies»: defines the trans-
parency of transmission and distribution sys-
tem operators;

® «Supply»: defines the transparency of rules,
competition, prices and pricing in the energy
markets;

METHODOLOGY

® «Reliability and security»: defines the
transparency of stocks and reserves, rules and
reports on security of supply;

® «Consumption»: defines the transparency
of service standards, metering, information
for consumers about prices and tariffs, subsi-
dies and other aid, energy efficiency programs,
commercial offers of suppliers, and price com-
parison tools;

® «Reporting»: defines the transparency of
corporate financial statements and auditor re-
ports, management reports, payments to the
government, information regarding corporate
governance and final beneficiaries;

® «Policy»: defines the transparency of im-
plementing strategic and program documents
of the energy policy and sustainable develop-
ment, the policy on energy efficiency, environ-
mental protection, combating climate change,
renewable energy development;

® «Public authorities»: defines the transpar-
ency of public spending, designing, adopting,
and implementing policy decisions.

For the convenience of assessment and analy-
sis, indicators in each category were grouped
into sub-categories and groups.

Transparency criterion is an aspect of
assessing transparency of an object, process
or phenomenon. Each indicator is assessed
by six transparency criteria:

® «Availability»: existence of information in
open sources;

® «Accessibility»: a measure of free access to
information;

® «Relevance»: availability of information for
the most recent reporting period;
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® «Frequency»: compliance with the require- ® «Completeness»: availability of exhaustive

ments regarding the frequency of updating and  information required to be disclosed in accord-

storing the information; ance with legislative requirements or best glob-
al practices.

® «Usability»: convenience and simplicity of

using disclosed data and information;

Transparency criterion

N 0 — information unavailable
Availability (Cav) 1 — information available

0 — access to available information requires payment
of a fee or prior request

Accessibility (C,)) 0.5 — access to available information requires
authorization (after providing user’s personal data)
1 — information in free access

0 — information for the most recent reporting period
unavailable

1 — information for the most recent reporting period
available

Relevance (C,)

0 — information not updated and not available for past
periods

0.5 — information updated but not available for certain
past periods

1 — information updated according to applicable
requirements and available for past periods

Frequency (C,)

0 — information available in a not machine-readable
format (jpg, jpeg, png, pcx, tiff, pdf with scanned sections,
etc.)

0.5 — available information can be copied or processed
(numerical: docx, pdf, html, xIsx (unstructured data))

1 — information available in a machine-readable format
(numerical: xIsx (structured data), csv, xml, json; textual:
docx, pdf with non-scanned content)

Usability (C,)

0 — any information required to be disclosed is
unavailable within the required period

0.5 — information required to be disclosed is partially
available within the required period

1 — all information required to be disclosed is available
within the required period

Completeness (C, )



Each indicator of the Index was assessed via
monitoring the open sources (websites of pub-
lic authorities and energy companies, open
data and institutional repositories). The aggre-
gate score of every transparency indicator was
calculated under the following formula:

Ti = Cav ) (Cac + Crl + Cfr + Cus) ' Cin ’
with C_,C_, C, C,, C, C,, are scores based
on the availability, accessibility, relevance, fre-

quency, usability and completeness criteria, re-
spectively.

AGGREGATION OF SCORES

METHODOLOGY

If information can be obtained only for a fee or
upon prior request (C_, = 0), this information
was considered unavailable (C_, = 0). For all
qualitative indicators, C, = C, = C_ = 1 if the
information was available (C_ = 1) and acces-
sible (C,, = 1).

Considering the large size of the transparen-
cy indicators, they were considered of equal
weight. Therefore, the arithmetic mean val-
ues of the respective sets were used to develop
sub-indexes for the categories and markets.

B To calculate total transparency score, weightings of the Index’s categories have been used:

Public authorities

Policy

Reporting

Consumption

Balances

Natural
monopolies

Supply

Reliability and security
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INTERPRETATION OF SCORES

All indexes were converted to a 100-point scale as 25T, rounded off and given the following

interpretation:

90...94

85...89

80...84

75...79

70...74

65...69

C+

60...64

55...59

50...54

45...49

40...44

LIMITATIONS

The Index cannot be used to assess
transparency of:

® the energy sector in real time, since its cal-
culation is associated with the processing of
large amounts of information for the reporting
period (as a rule, the one preceding the period,
during which the assessment is carried out);

Characteristic

absolute transparency

excellent transparency

good transparency

medium transparency

insufficient transparency

unacceptable transparency

® all participants of energy markets and/or
public authorities, and therefore, assessments
of certain indicators in the «Natural monopo-
lies», «Consumption», «Reporting» and «Pub-
lic authorities» categories were built on the ba-
sis of a representative sample;

® certain energy markets still in the process of
formation (i.e., steam coal and heating).



SAMPLES

B «Natural monopolies» category:

® transmission system operators (TSOs):
legal entities responsible for operation, dis-
patch control, maintenance and development
of these systems, and for ensuring their long-
term capability to meet reasonable demand for
transmission of electricity and gas;

® distribution system operators (DSOs): legal
entities operating in largest cities and respon-
sible for safe, reliable and efficient operation,
maintenance and development of distribution
systems in electricity and gas.

B «Consumption» category:

® for natural gas: suppliers in largest cities
(including incumbents or regulated suppliers
under public service obligations (PSO) and/or
other mechanisms);

® for electricity: suppliers in largest cities (in-
cluding incumbents or regulated suppliers un-
der PSO and/or other mechanisms).

METHODOLOGY

B «Reporting» category:

® «Financial and management reporting» and
«Fiscal reporting» (partly) sub-categories: en-
ergy companies ranked among top taxpayers,
including public interest entities as defined by
the Directive 2013/34/EU;

® «Reports on payments to the government»
indicator: extractive companies with the larg-
est production of natural gas, oil and gas con-
densate, and steam coal;

® «Information about final beneficiaries»
indicator: largest energy companies selected
from the main sample of joint-stock companies
with securities listed on regulated markets.

B «Public authorities» category:

® «Public spending» (partly), «Transparency
of public administration» sub-categories: pub-
lic authority in charge of energy policy (minis-
try), national regulatory authority, competition
(antitrust) authority.
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