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1. EUWI Objectives: Current Situation

Water Supply and Sanitation

1.1 Objective 1: Improve the institutional and regulatory framework

Action 1.1 Decentralise administrative responsibility from national level to municipal level.

Action 1.2 Provide institutional autonomy to the municipal water authorities

Action 1.3 Commercialise the autonomous utilities as corporations

Action 1.4 Introduce a formal regulatory structure

Ukraine has a population of 48 million and over recent years the quality of water services has continued to deteriorate.  Only 70% of the population has access to centralised water services and in more than half of the cities with a population of over 100 000 drinking water is provided at certain hours only.  Prior to 1991 municipal services were financed by the USSR State budget and the population only paid a small percentage (as low as 4%) of their real cost.  These subsidies were phased out over the period 1991 to 1995 which combined with the difficult economic situation at that time resulted in mass non payments.  Although this has now improved, municipal services enterprises have continued to lack the financial resources for modernisation, proper renovation and technical upgrading which has resulted in the deterioration in the services.

The problems outlined above mandated a reform of the municipal services sector and in March 2002 the Government set up the State Committee for Housing and Municipal Enterprises to direct the reform process.  This has resulted in an important programme of reforms which include the Drinking Water Programme and the National Programme for Reform and Development of the Ukrainian Housing and Municipal Services Infrastructure for the period 2004-2010.  In parallel to these reforms the general development of Ukrainian legislation and its harmonisation with the European Union has had an impact on the sector.  The “Law on Local Self-government in Ukraine” passed in 1997  established the principles of local self government and determined the relations between local authorities and municipal enterprises.  This legislation, combined with the “Law on Enterprises in Ukraine”, established the necessary conditions for transforming the water and sewerage departments of municipalities into autonomous commercially- oriented business entities.

The present situation is that administrative responsibility for water and sanitation has been delegated down to municipal level.  Water and wastewater services are now provided by enterprises which are clearly defined and take the form of communal or private companies.   The reforms developed by SCHME are being implemented in accordance with the following strategy:

1. Strengthen the legal and regulatory framework – new laws have been developed in the last two years governing the water sector and it is planned to complete these legal reforms by the end of 2005.  The regulation of the industry is currently under review with the intention of creating a regulatory unit within the SCHME.

2. Improve the management of the water sector – the new laws allow for a variety of options in terms of the organisation of the water companies.  The municipal companies can operate on their own or can be grouped together to form larger regional water companies.  The companies, which can be either municipal or private companies, are contracted by the municipalities and are allowed to enter into different forms of delegated operation and management include management, rent and concession.    

3. Achieve financial stability and profitability –measures are being taken to implement cost recovery tariffs and create an environment that will lead to investment.

4. Attract additional investments – the aim is to mobilise additional resources whether it be from Banks, donors, private investors participating in rent or concession contracts or the Government.  The Government has created a Special Fund for Innovation which will cooperate with Banks and assist Ukrainian investors.

5. Implement energy saving measures – a state and regional programme for energy saving has been initiated  with the aim of lowering energy consumption, which is currently very high, in line with international norms.

6. Social protection for the poor – a system of subsidies exists whereby those on low income  are able to claim subsidies.

7. Align technical standards with European norms – water quality standards are being adjusted and it is intended to gradually improve the technical capability of the utilities.

1.2 Objective 2: Ensure financial viability of utilities

Action 2.1 Adopt a financing plan to introduce full cost recovery

Action 2.2 Eliminate subsidies between industrial consumers and household consumers

Action 2.3 Adjust billing procedures so that water tariffs are based on actual water consumption

Action 2.4 Raise collection ratios to acceptable levels

Action 2.5 Use social tariffs for the poor

The reforms introduced by SCHME are specifically aimed at ensuring the long term viability of the utilities the following measures are being taken to achieve this:

· Improvement billings and collections discipline

· Improving the tariff system methodology, basing it on full cost recovery principle and with transparency to the population

· Allocating an investment coefficient within the tariff with corresponding collections being paid into a special account

· Financial incentives for the introduction of energy saving technology

It is recognised by SCHME that the transition between the present situation, where almost all utilities are operating at tariffs generating revenues less than their operating costs, to one where a cost recovery tariff will also generate revenues for investment, will be gradual.  The current law requires the municipality, which approves the tariff, to be responsible for any subsidy arising as a result of losses.  

Other key issues with respect to the financial situation are as follows:

· It is also planned to gradually eliminate cross subsidies between domestic and other customers which are still substantial in some cases.

· The tariff order under the new law states billing should be based on actual consumption.  Customers are entitled to switch to metering but have to purchase the meter themselves.

· Collection ratios are improving and water utilities have the right to disconnect customers who do not pay.

· Social protection for low income groups exists in the form of subsidies.  Customers are able to apply for these if they can demonstrate that their water bills account for more than 20% of their family income (15% for pensioners).

1.3 Objective 3: Investment in water supply, sanitation and rehabilitation

Action 3.1 Identify the investment and rehabilitation needs through studies

Action 3.2 Prioritise building blocks

Action 3.3 Prepare projects

Action 3.4 Plan and obtain financing

Action 3.5 Implement

The lack of revenues generated by the utilities themselves, or available to the Government, has precipitated a crisis due to under investment in the water industry in Ukraine which is now manifesting itself in the form of a deterioration in services.  This is being directly addressed by the Reform Programme outlined above which is creating an environment that will attract a variety of sources of capital.  The responsibility for investment is at municipal level with the assets owned in most cases by the Municipalities but recorded on the books of the water companies.  

A number of donors have been working to provide funds to Ukraine in the water sector as follows:

· The World Bank has provided a $24 million loan for a $40 million project to improve water services in Lviv, a town of 800 000 population.  This has been in conjunction with the Swedish development agency SIDA who are providing $6million.  The loan was signed in 2003.

· EBRD has provided a loan of Euros 28 million for improving water services in Zaporizhzhia, a town of 900 000 population.  The loan was signed in 1999.  EBRD has also been working to develop other investments in Mariupol and Kherson but so far without any agreements.  The possibility now exists for EBRD-EU co-financing which may produce further opportunities.

· The EU is financing a Municipal Services Support project which  will provide 15 million Euros to be allocated amongst five towns to support municipal services with a priority on water

It is anticipated that the recent reforms will accelerate lending from donors.  However, SCHME is developing policies which are aimed at attracting a wide range of investors including private investors and local Banks. 

1.4 Objective 4: Ensure access of the poor to water services as a human right

A social support programme has been put in place which allocates funds at Government level which are then distributed to  

1.5 Objective 5: Safeguard public health

The Centre for Hygiene & Epidemiology of the Min​istry of Health monitors water and wastewater quality for microbiological contamination.

1.6 Objective 6: Protect the environment

Environmental protection is the responsibility of the Ministry of Ecology and Natural Resources. Aspects of water management associated with environmental protection are set out under Objectives 7 and 8.

Integrated Water Resources Management

1.7 Objective 7: Establish and implement national policies for Integrated Water Resources Management.

Action 7.1  Establish national IWRM policy through: 

a. Raising Political Awareness of Water Management Issues

b. Developing National Road Maps for Completing the Adoption of IWRM

Action 7.2  Support the implementation of national IWRM policy through:

a. Identification of national water management priorities;

b. Strengthening the legal and regulatory framework;

c. Institutional capacity building;

d. Strengthening water resources monitoring and assessment;

e. Improving access to information and public participation; 

f. Providing the research base for IWRM; and

g. Investment in improvements to water use efficiency

The major rivers in Ukraine are the Dnepr, Dniestr, Seversky Donets, Yuzhny and Zapadny Bug, Danube rivers with tributaries, and also small rivers of the northern seashore of the Black and Azov Seas.  However, the Dnepr alone accounts for approx 80% of the available surface water resource.  Management of water resources in Ukraine is complex with significant storage and transfer arrangements.  Impacts on groundwater from mining is significant and the Chernobly emergency will continue to require monitoring in the long term.  There are zones of great biological diversity such as the wetlands around the Dnepr and the future control of discharges into the Black sea will be important.  Improving drinking water quality is a priority and irrigation is important particularly in the Crimea.

National priorities of environmental protection and rational nature resources management are:

· Ensure ecological security of nuclear facilities and minimize hazardous impact of the Chernobyl accident;

· Improve environmental situation of the Dnepr river basin and drinking water quality;

· Stabilize and improve environmental situation on cities and industrial centers of the Donetsk- Dnepr;

· Prevention of pollution of the Black and Asov Seas and improvement of their environment;

The present legislative framework for water management is that defined in the Water Code which was published in 1995.  This goes some way towards adopting the principles of integrated river basin management and states the water management shall be done by river basin.  However a system of river basin organizations has yet to be set up and implemented.  The key institutions responsible for water management and monitoring are:

Ministry of Environment Protection (MoE) which is charged with the implementation of the present water code.  It has central staff responsible for resource allocation, policy formulation and implementation and State Environment Departments in each oblast which are responsible for permitting and monitoring.

The State Committee for Water Management (SWC) operates nationally and through oblast water management bodies responsible for resource allocation, including abstraction permitting.  It also has several basin based bodies  (BVU) responsible for the protection, restoration and control of water resources.  It is responsible for the official communiciation within the trans-boundary river basin management projects.

State Hydrometeorolgical Service (HMS) monitors and reports on hydrological regimes, meterological conditions and air and surface/sea water quality.  It has a national and regional network supported by its own laboratory system.

Policy statements made in Ukraine are that they aim to develop and apply integrated water management procedures using WFD principles.  The current structure of institutions in water management does not allow for practical implementation of the integrated river basin management approach with the major problems being: overlapping responsibilities; inefficient information exchange between the institutions; lack of reliable and relevant data for decision making.  This situation has been recognized within several ongoing or recent TACIS projects in Ukraine with the result that an agreement has been found between the major institutions involved in 2001.  This Reglament defines the role of each organization in river basin monitoring and management and the basis for information exchange. 

1.8 Objective 8: Develop the inter-state cooperative structures for river/lake basin management.

Action 8.1  Provide the foundation for interstate cooperation through:

a. Improving information management and sharing;
b. Establishing a joint public information and participation policy;
c. Joint analysis of water management issues to develop basin plans.
Action 8.2  Establish joint management bodies through:

a. Inter-state agreements; and
b. Joint water management bodies (e.g. Commission).
.

Inter-state agreements have been signed by Ukraine  for integrated management of the River Dniester, the Nizhny Danube river basin (including Prut river basin) and the Seversky Donets river basin.  Joint management bodies are in place to implement this agreements. 

TACIS is currently supporting these transboundary river basin management initiatives through programmes of technical assistance.  Under one of these to be launched in 2006 the transboundary river basin management of the Pripyat river basin (shared by Ukraine and Belarus) and the Seversky-Donetsk river basin (shared by Ukraine and Russia) will be undertaken with the objectives of developing:

·  a bilateral understanding of on a common management approach for all parts of the Pripyat river basin based on the Water Framework Directive.

· A management plan and programme of action based on that common understanding

· A rationalisation of responsibilities

· Including user groups in decision making and plan preparation at basin level.

A similar TACIS technical assistance initiative is about to start on the Lower Dnister river basin which is shared between Moldova and Ukraine.  This is aimed at improving the Lower Dnister river basin management including water quality, protection and restoration of the ecosystems using WFD as a general reference framework.  The specific objectives are:

· Identification of the main sources of pollution in the Lower Dnister river basin

· Development of an integrated regional Lower Dnister River Basin Management Plan and facilitation of sustainable transboundary cooperation

· Ensuring sustainable improvement and protection of the Dnister water quality

· Support for the establishment of the Lower Dnister National Park

2. National Policies regarding Further Changes of the Water Sector

2.1 Water Supply and Sanitation

In March 2002 the Government set up the State Committee for Housing and Municipal Enterprises to direct the reform process for the provision of municipal services.  This has resulted in an important programme of reforms which include the Drinking Water Programme and the National Programme for Reform and Development of the Ukrainian Housing and Municipal Services Infrastructure for the period 2004-2010.  This has already radically changed the framework governing water and sanitation and is focussed as follows:

· Strengthen the legal and regulatory framework 

· Improve the management of the water sector     

· Achieve financial stability and profitability

· Attract additional investments 

· Implement energy saving measures 

· Social protection for the poor 

· Align technical standards with European norms 

2.2 Integrated Water Resources Management

Under Resolution No. 634 from April 26, 2003, the Cabinet of Ministers of the Ukraine approved the Comprehensive Program concerning the implementation of the decisions approved at the World Summit on Sustainable Development in Johannesburg. Introduction of Integrated Water Resources Management is one of the measures of this Program.  In order to implement this Resolution the State Committee on Water Management of the Ukraine and other interested central bodies are working to introduce the basin management principle in the sphere of use, protection and treatment of the water resources of the country.  Until this institutional reform is implemented the major institutions involved coordinate amongst themselves to exchange appropriate data.  There is a Reglament established in 2001 which defines the role of each institution in the river basin monitoring and management, list of parameters, frequency of monitoring and conditions/extent of information exchange.

3.  Short Term Priorities

3.1 Improvement of Urban Water Supply

The driving force behind the reform measures that have were started in 2002 by the State Committee for Housing and Municipal  Reduction of Contamination by Municipal Enterprises has been the need to create a suitable framework for attracting the urgently needed investment into the water sector.  The manner in which this is being tackled closely matches the recommendations advanced in the present EU Water Initiative Work Programme with legal and institutional reforms in place, further tariff and financial reforms planned and the investment as the overall target.  The investments are needed because to the deterioration in services that will continue unless urgently needed rehabilitation and modernisation works are undertaken..

3.2 Improvement of Rural Water Supply and Sanitation

The population without access to improved water supplies is small in Ukraine and the priority issue remains the very significant numbers of people who will be at risk through any further deterioration in urban water supplies.

3.3 National Coordination of River Management

This is currently carried out by coordination through the different institutions involved.  There is a need to implement institutional changes in order for integrated water resources management to be operated as envisaged under Resolution 634 .   

3.4 Improved Cooperation on Transboundary River Management

Interstate agreements are in place for the key rivers Dnister, Seversky Donets and Nizhny Danube basin together with joint management bodies.  TACIS is providing significant support towards assisting with developing joint river basin management plans and developing an approach to river basin management based on the requirements of the Water Framework Directive.  These positive developments will be further enhanced when a sustainable framework for integrated water resources management is implemented in Ukraine.

4. Building Blocks

4.1 Blocks Already Submitted

The building blocks already submitted are as follows:

	No
	Title 
	Focus
	Comments

	105
	Further development of an automated control system for the Dnepr reservoir cascade 
	IWRM
	Completed with assistance from Sweden

	106
	Development of a system for flood control in the Bodrog river basin in Ukraine and Slovakia.
	IWRM
	Completed with Danish assistance

	107
	Development of an integrated water resources management system for the Dnepr river basin taking into account global climate change and anthropogenic pressure
	IWRM
	Important.  Will establish Inter State Advisory Body

	108
	Development of technical means for a system of integral water resources management of Seversky Donets
	WS&S
	Proceeding under TACIS support

	109
	Development of an integrated water resources management system for the Republic of Crimea
	IWRM
	Institutional reforms are required.

	110
	Development of technical means for a system for integrated water resources management of the Dnistr basin
	IWRM
	Scope for integrating it into BB 107

	111
	Development of technical means for a system for integrated water resources management of Lower Danube 
	IWRM
	

	112 
	Improvement of water protection activities in Ukraine taking into account requirements relating to harmonization with the EU norms
	IWRM
	Setting up river basin management approach seems to be higher priority

	113
	Strengthening of capacity of EECCA river basin networks for sustainable river basin management
	IWRM
	Setting up river basin management approach seems to be higher priority

	114
	National Water Sector Strategy and Action Plan.  Assistance to the Planned National Water Sector Reform and Modernisation (NWSRM) Task Force
	WS&S
	High priority

	115
	Basin information system for support to managerial decision making (Dnepr river)
	IWRM
	

	116
	Transboundary cooperation with respect to minor watercourses of Ukraine and Russia; investigation of measures aimed at protection and management of water resources
	IWRM
	


The above building blocks are heavily biased in favour of the IWRM component.  This component is already receiving significant support from TACIS and it is recommended that the critical actions required are now the implementation of the reforms to set the framework for  Integrated  Water Resources Management.  The lack of WS&S building blocks is surprising given the important need to follow up the reforms in hand with urgently needed investments.

4.2 New priority building blocks

Key additional building blocks proposed to be added to take into account priorities arising out of the current reforms are as follows:

· Assistance with establishment of a Regulatory Body for the water and sanitation sector (WS&S)

· Assistance with urgently needed investments for improving water supply and sanitation in a number of towns (WS&S)

· Assistance with the reforms to  implement River Basin Management (IWRM)







9
10
Ukraine Status and Priorities : 28/10/2005

