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Ukraine, Kyiv: Market Overview
What is a high level overview of the city’s energy system?
-

The DHS system of the city of Kyiv is owned and operated by a municipal enterprise Kyivteploenergo (KTE).

-

KTE consists of two combined heat and electricity production plants (CHP-5 and CHP-6) both operated using gas.

-

KTE has a total heat generation capacity of apprx. 9 thousand Gcal/h and electric power generation capacity of 1,200 MW. KTE
also operates 2,700 km of pipes.

-

KTE serves mostly the population (heat - 15.7 thousand buildings and hot water - 17.8 thousand buildings).

-

Issues

 Technical: (i) Worn out infrastructure - The majority of heat and hot water transportation pipes were produced 25 years ago of
black steel and need replacement. (ii) Inefficient heat metering - Most of the buildings connected to the DHS have only buildinglevel heat metering. Control of heat energy supply is performed by adjusting supply temperature of the heat carrier at the
generation sources.
 Financial: (i) Weak payment culture - As of March 2021, the citizens of Kyiv have accumulated CAD 177 million of indebtedness to
KTE. (ii) Inefficient tariff policy - Gas price and heat and hot water tariffs increases are a politically sensitive issue. Time gaps
between gas price increases and tariff increases impact financial performance of the DHS companies because the share of natural
gas costs in the heat tariffs for households exceeds 86%. On top of this, DH tariffs for population do not cover the actual costs of
the utilities. Tariffs for heat energy for population are subsidized by the government and municipalities. To prevent prices from
increasing, tariff structures do not take investment needs into account. (ii) Lack of funding - Current investment in the DHS sector
is not sufficient to meet Ukraine’s requirement of USD 6 billion to finance modernization of DHS.
 Structural: (i) Lack of competition - DHS companies remain the actual monopolies of heat supply at major cities. Limited
competition results in sector’s inefficiencies. (ii) Poor quality of services - Transportation of heat, heat generation and supply are
executed by the same companies, creating few, if any, market incentives to improve the quality and prices of the delivered
services.

Ukraine, Kyiv: Market Overview
Is the population of the city growing?
Yes, steady growth: 2.804 million people in 2013, 2.884 million people in 2017, 2.962 million people in 2020.
How active is construction in the city? (None, Low, Moderate, High)
Active, on average, during the past six years, residential construction in Kyiv was 1.36 mil square meters per annum.
Does the city have a climate change plan and/or an environment office?
Kyiv has developed a strategy for modernization of its DHS. The municipality has departments that are responsible for dealing
with issues related to utilities.
How active is the local population on climate change? For example, is there a growing number of environmental NGO’s
operating in the city? (None, Low, Medium, High)
The local population is quite active in implementing energy efficiency measures in their residential buildings. The measures
include outside heat insulation of buildings, installation of heat metering devices, renovation of pipelines within buildings. The
effort is being financed on a 70/30 basis, i.e. 70% is covered by the city budget and 30% - by population.
Does the city have local organizations, businesses, and funders working to create clean energy solutions for the local market?
(None, some, many)
Ukrainian cleantech market stakeholders include businesses, government authorities, associations and financial institutions. The
largest cleantech businesses are related to renewable energy (wind, solar, biomass). They are represented by respective
associations that are quite active and proved to be ready to deal with the most complex situations in the market. Key
government authority is the National Energy Efficiency Agency. Financial institutions are represented by local commercial banks
and IFIs. Kyiv is working with USAID and EBRD on structuring a EUR 140 million loan to KTE to be committed in 2021/22. The loan
will be used to optimize heat supply for customers connected to inefficient boiler-houses through load transfer and boiler-house
reconstruction. Loan funds will also help modernize two combined heat and power plants, CHP-5 and CHP-6.
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