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The Report “Scaling up investment sin energy efficiency” has been produced with
the assistance of the European Union in the framework of the EU4Energy Initiative –
Activity BY1.1. from the Work Programme for the Republic of Belarus. The objective of
the Report is to provide the support for strengthening the legislative and regulatory
environment for energy efficiency investments in line with best European and
international practices.

The following members of the Energy Efficiency Task Force, established by the Ministry
of Energy, participated in the Report preparation:

Zakrevsky V.A, Task Force Chairman; Prof. Pospelova T.G, local EU4Energy consultant;
Chobanova B., EU4Energy Project Manager, Energy Charter Secretariat; Zorich A.M;
Greben S.N.; Matsko O.I.; Fedorov A.V.; Skvortsov D.V; Labyko D.V; Negodko A.Z;
Urbanovich A.G.; Shevchenok V.N.; Malievskaya T.P; Rakova E.Yu.; Shcherbina O.;
Chernyshev A.; Rubenchik B.I.; Voitekhovich I.V.; Tarasevich V.G.; Urodnich E.V.

The contents are the sole responsibility of authors and can in no way be taken to
reflect the views of the European Union.

Objectives and relevance of the Report
The main objective of the work is to provide support to strengthening the  legislative
and regulatory environment for investments in energy efficiency and renewable
energy in line with best European and international practices. The analysis and
assessment in this report cover electricity and industry sectors of the Republic of
Belarus.

The Energy Efficiency Task Force members were asked to:

 Identify and determine the priority drivers and actual barriers to the demand and
supply of investment in energy efficiency and renewable energy;

 Develop proposals for improving legislative and regulatory environment,
financing mechanisms, combining the efforts of all interested parties and
stakeholders in increasing investment;

 Prepare Roadmaps for increasing investment in energy efficiency.

Relevance
Improving energy efficiency is a priority of the energy policy of the Republic of
Belarus, contributing to ensuring the national energy security and economic
sustainability. The long-term goal is to reduce the energy intensity of the gross
domestic product to the world average level and to maximise utilisation of local
energy resources, including renewable energy.

The electricity and industry sectors are currently at a transitional stage, because the
state management system is being improved and market structures are being
developed under efficient government control. This makes it critical to use new
approaches and instruments to increase investment in energy efficiency and
renewable energy in these sectors as a key condition for their efficiency.
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Applied principles and methodology; implementation stages
Principles

 Taking into consideration the special features of the national economy in
Belarus;

 Taking into consideration world trends and international experience regarding
energy efficiency and renewable energy;

 Taking into consideration the transitional nature of the current development
stage of the electricity and industry sectors;

 Development of recommendations on the basis of the optimum ratio between
methods of state control and market approaches;

 Stage-wise implementation of the proposed arrangements (short-, medium- and
long term periods) with due regard for special development characteristics of
the sectors under consideration;

 Main focus on legislative and regulatory environment;

 Study and analysis of the opinions of all interested stakeholders;

 Taking into consideration best practices, their demonstration using the case
studies approach using examples from the EU.

Methodology
 Dedicated Energy Efficiency Task Force is established by Ministry of Energy

(discussions, analysis, expert evaluation, brainstorm);

 Analysis and assessment of legislative acts and technical regulations;

 Analysis of respondents’ answers to the survey;

 Interviews with specialists, discussion with members of the Task Force,
representatives from interested parties;

 Presentation of the EU experience and assessment of the possibilities and
methods of adoption;

 Study of statistical data, scientific, analytical and information sources.

Stages:

Analysis and
prioritisation of

drivers

Selection of the
key drivers

(KD)

Identifying
barriers to

action of the
key drivers

Prioritising
financial

instruments

Recommen-
dations and

Case studies

Investment
Roadmaps
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Current investment climate

Belarus is ranked 38th out of 190 countries in the “Doing Business 2018” Report.
According to the 2017 Energy Investment Risk Assessment of the Republic of Belarus,
undertaken by the Energy charter Secretariat, the legal and regulatory environment
to support investment in the energy sector of Belarus is moderate and the risk level is
average. With regard to investments in energy efficiency and renewable energy in
particular, the regulatory regime for encouraging investments (general preferential
legal regime for investment as part of state regulation, stimulation measures directly
in the sphere of energy efficiency, preferences and privileges for investments in
renewable energy) as well as the existing administrative procedures are good.
Nevertheless, in practice, investors face a number of practical problems and barriers
that require further improvement of the legislative base in order to reduce risks and
scale investment in energy efficiency and renewable energy projects.

Availability of financing instruments
Analysis of the results of surveys and discussions shows that Belarus specialists clearly
understand the need for new  financing instruments for investing in energy efficiency
and renewable energy. Industrial sectors and small and medium-sized businesses
showed the greatest interest in instruments such as project financing and ESCO.
The electricity sector showed interest in project financing and direct private
investment. The fact that instruments such as share sales and public-private
partnerships are undervalued is a concern.

Main results
The following key drivers1 to energy efficiency investment were identified:

o For industry/SME sectors:

­ I. Financial state of enterprises,

­ II. Prices/tariffs of energy resources and expected trends

o For Electricity and Renewables energy sectors:

­ III. Equipment obsolescence and functional depreciation and wear,

­ IV. Planned reforms in the Electricity sector,

­ V. State regulations of independent electricity generation plants
(including from renewable energy sources).

1 We consider the key drivers to be those whose progressive action is currently obstructed by legal and/or regulatory
barriers. The elimination (smoothing) of these barriers would allow these drivers, to a greater degree compared to
others, to ensure increased investments in energy efficiency and renewable energy and contribute to a growth of
the national economy.
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Table 1 presents key drivers of energy efficiency and renewable energy investments,
as well as the main identified barriers for industry and SME  sectors.

Table 1: Barriers, corresponding to key drivers for investment in energy efficiency
and renewable energy in industry and SME sectors

Key drivers Barriers

I. Financial state of
enterprises

I-1. Monopoly structure of industry with strong state control
and low level of competitiveness

I-2. Absence/insufficiency of financial instruments and
products for energy efficiency and renewable energy
projects, insufficient legislative and regulatory support for
these instruments, lack of information and best practice
examples/demonstrations

I-3. Slow introduction of standard STB ISO 50001-2013 Energy
Management Systems

II. Prices/tariffs for
energy resources
and expected trends

II-1. High energy component in production costs because of
cross-subsidies present

Table 2 presents key drivers of energy efficiency and renewable energy investments,
as well as the main identified barriers for electricity sector.

Table 2: Barriers, corresponding to key drivers for investment in energy efficiency
and renewable energy in electricity sector

Key drivers Barriers

III. Equipment
obsolescence and
functional
depreciation and
wear

III-1. Vertically-integrated monopoly system of the Belarus
state electricity sector - almost complete state
monopoly of production (about 95%), transmission,
distribution and supply of electricity.

III-2. Limited possibilities for financing energy efficiency
technologies and equipment, because of the current
structure and level of tariffs.

IV.Planned reforms in
the Electricity
sector

IV-1. Insufficient/uncertain information about the
expected results and the schedule of planned reforms in
the electricity sector.
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V. State regulations of
independent
electricity
generation plants
(including from
renewable energy
sources)

V-1. Regulatory and contractual barriers:

­ absence of efficient regulation  of isolated independent
generation plants,

­ absence of a standard investment contract
(agreement),

­ a number of technical regulations that govern the
allocation, design, construction, maintenance and
operation of renewable energy power plants are
absent/ obsolete/do not correspond to international
standards,

­ difficulties in obtaining grid connection (confirmation of
technical conditions), absence of a clear definition of
nearest point of the national grid,

­ unsatisfactory practice for concluding agreements
(PPAs) for purchasing power (electricity) from renewable
energy sources: absence of an approved standard
direct PPA

V-2. Barriers associated with tariffs and quotas:

­ feed-in tariff rates linked a potentially changing base

­ ambiguous mechanism for determining the distribution of
quotas for renewable energy.

V-3. Barriers associated with allocating construction sites:

­ absence of information about the readiness of
regions/districts to raise investment in renewable energy
and provide land,

­ there is no legally formalized commitment for local
authorities to allocate land, including without auction,

­ the conditions for confirming land allocation by local
authorities are not determined.

V-4. Barriers to investments in particular kinds of renewable
energy sources:

­ high cost of financing wind power projects in Belarus,

­ absence of a common approach to the biogas
complex.
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Recommended measures and Roadmaps for increasing investments in energy
efficiency and renewable energy sources
The EU4Energy Task Force members, as well as EU4Energy experts and consultants to
the Energy Charter Secretariat agreed on the following recommendations aimed to
overcoming the identified barriers to investments in the electricity and industry
sectors. Three groups of measures are proposed:

­ Key measures – legislative and regulatory

­ Accompanying measures:

• with economical nature

• linked to organisation and communication.

During the work, the following areas for potential EU4Energy technical assistance
were discussed and preliminarily agreed:

­ For industrial and SME sectors:

• Support to development of legislative and regulatory basis for providing
energy efficiency services;

• Support to accelerated introduction of standard STB ISO 50001-2013 in
industrial enterprises.

­ For electricity sector:

• Support for finalisation of the draft Electricity Market Law taking into account
the best EU practices;

• Support to creating the wholesale and retail electricity markets, including
legislative and regulatory support (development of rules and standard
agreements);

• Sharing EU experience on efficient regulation of independent power
generation plants;

• Assistance to developing a standard investment contract (agreement).

Energy Efficiency Investment Roadmaps, including the recommended measures and
EU4Energy potential technical support, are shown on Figures 1- 7.
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Figure 1: Complete Roadmaps for Industry and SME sectors
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Figure 2: Proposed measures for overcoming barriers I.1 and I.2
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Figure 3: Proposed measures for overcoming barriers I.3 and II.1
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Figure 4: Complete Roadmap for the electricity sector
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Figure 5: Proposed measures for overcoming barriers III and IV
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Figure 6: Proposed measures for overcoming barriers for key driver V
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Figure 7: Proposed measures for overcoming barriers with tariffs and quotas




