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Recommendation: 

The Implementation Committee recommends that the Board accepts the Ukrainian multi-stakeholder 

group’s request for adapted implementation with respect to coverage of extractive industries in the 

Donetsk and Luhansk oblasts of Ukraine and Crimea.  

The application was made because the Government of Ukraine is not able to compel companies and local 

government agencies in these areas to participate in the EITI process. The government and multi-

stakeholder group have committed to ongoing efforts to ensure that EITI Reports are as comprehensive as 

possible.   
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 Recommendation  

The Implementation Committee recommends that the Board takes the following decision:  

The EITI Board accepts the Ukrainian multi-stakeholder group’s request for adapted implementation 

with respect to coverage of extractive industries in the Donetsk and Luhansk regions and in Crimea. The 

request applies to the 2016 and 2017 EITI Reports.  

The EITI Standard allows for adapted implementation “where the country faces exceptional 

circumstances that necessitate deviation from the implementation requirements” (Requirement 8.1). In 

taking this decision, the EITI Board notes the ongoing conflict in the region, and that the government is 

currently not able to compel companies and local government agencies in these regions to participate in 

the EITI process. 

The EITI Board welcomes the commitment from the government and the multi-stakeholder group to 

continue to engage with companies and government agencies with activities in these regions with a 

view to ensuring full disclosure of information required by the EITI Standard.  

https://eiti.org/node/4922#r8-1
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Where comprehensive information is not obtained from these entities, the multi-stakeholder group is 

expected to include links to other publicly available sources of information.  

It is a requirement that there continues to be full unilateral disclosure of any revenues received by the 

Government of Ukraine from companies and local government agencies in these regions. The 2016 and 

2017 EITI Reports should include an assessment of the comprehensiveness of the information, 

highlighting any gaps in the information available.  

 Background 

2.1 Extractive industries in Ukraine 

The conflict with Russia in Eastern Ukraine has exhausted the country economically. Ukraine has had to 

reduce its overall energy consumption and diversify its suppliers. In 2015, the JSC Naftogaz Ukraina ceased 

buying gas from Russia leading to a greater confrontation and banned imports of Ukrainian goods. In 2017, 

Ukraine imported gas from 15 European suppliers. Ukraine could develop its own hydrocarbon reserves, 

such as shale gas deposits, and improve exploitation of its oil and natural gas reserves. However, political 

and economic instability has deterred investment.   

Petroleum production in Ukraine consists of 89% natural gas, 7.9% oil, and 3.1% of gas condensates. The 

majority of this sub-sector’s activities is maintained within three regions; the Dnipro-Donetsk basin, the 

Carpathian region in western Ukraine, and the Black Sea and Crimea region in the south. Government 

revenues in 2015 from petroleum companies, which were reconciled in the 2014-15 EITI Report, accounted 

for 77% of total reconciled revenues. Coal accounted for about 11%, while the metal ores (iron, manganese 

and titanium) accounted for 12%. The coal industry contributes significantly to the government’s budget, 

although it is heavily reliant on subsidies. This is partly due to the sector employing more than 122 000 

people (in 2015), 56 000 of which are employed by state-owned enterprises, making the sector of high 

importance for the population. Also, there are significant challenges for the sub-sector as about 57% of all 

mines are located in the Donetsk and Luhansk regions – the regions which are most central in the on-going 

conflict between Russia and Ukraine.  

The energy sector is inefficient and one of the key development challenges for the government. State-

owned enterprises’ governance remains an outstanding issue. Although government financing of JSC 

Naftogaz Ukraina has dropped significantly, there are significant delays in unbundling and privatising SOEs. 

Another challenge is reducing gas imports. Being a major gas-producing nation, Ukraine has started to roll 

back excessively low gas/heating prices which are beginning to stabilise domestic consumption. Based on 

the Resource Governance Index by the Natural Resource Governance Institute (NRGI), Ukraine scores a 

weak 49 out of 100 points and ranks 44th among 89 countries that were assessed1.  

 2.2 EITI in the Donetsk, Luhansk and the Crimea Peninsula 

Ukraine was admitted as an EITI candidate in October 2013. The government has produced two EITI reports 

covering the fiscal years 2013-2015. As per the MSG’s workplan, Ukraine’s EITI reporting covers the mining, 

oil and gas sectors as well as gas transit. In preparing the 2013 EITI Report, there were no obstacles related 

                                                                 
1 https://resourcegovernance.org/sites/default/files/documents/2017-resource-governance-index.pdf  

 

https://resourcegovernance.org/sites/default/files/documents/2017-resource-governance-index.pdf
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to the conflict zone in the East. The military conflict in Donetsk and Luhansk regions started in April 20142 

after annexation of the Crimean Peninsula, leading to self-proclamation of people’s republics on these 

territories. The Government of Ukraine has declared both the Donetsk and Luhansk regions as a zone of 

anti-terrorist operation. Therefore, the MSG applied for adapted implementation to the EITI Board with 

respect to the coverage of reporting on extractive activities in the Donetsk and Luhansk regions and 

annexed Crimea for the 2014 and 2015 fiscal years.  

Unfortunately, the situation with the conflicted territories of Donetsk and Luhansk regions, where 57% of 

coal production takes place, has not changed much. Since the conflict started in 2014, coal consumption 

has dropped leading to decrease in mining activities around the country. According to the 2014-15 EITI 

Report3,  coal mining companies reduced production volumes by 62%.  According to the National Institute 

of Strategic Studies4 the coal production in Donetsk and Luhansk regions has dropped from 83,6 billion tons 

in 20135 to 39,7 billion tons in 2015, which is  57% of total coal extraction. In addition to this, one of the 

biggest coal producers in Ukraine – the DTEK Group – in March 2017 announced the loss of control over its 

mining companies, operating in Donetsk and Luhansk regions6.  

Besides disclosure of revenues, the situation will have implications for meeting EITI provisions related to 

production and export data, licenses, civil society participation and public debate as the required 

information related to extractive industries offshore of the Crimea Peninsula are not accessible. The 

Scoping Study for 2016 EITI Report identified significant obstacles7 in gathering information from both 

regions. The study confirms that in 2016 the uncontrolled parts of Donetsk and Luhansk regions and 

temporarily occupied territory of Crimea were partially or completely uncontrolled by the Government of 

Ukraine, and a number of enterprises shut down or suspended their activities. Self-proclaimed local 

administrations in Donetsk and Luhansk and companies working in the area ignored requests to provide 

data in accordance with the EITI Standard.  

On 22 February 2017, the multi-stakeholder group added the re-submission of an adapted implementation 

request for the 2016-17 EITI reports to its workplan, anticipating challenges with regards to Donetsk and 

Luhansk regions. Based on the evidence from the 2016 Scoping Study, completed in December 2017, the 

multi-stakeholder group decided to submit an adapted implementation request to the EITI Board. 

 Relevant rules and precedents 

Requirement 8.1 of the EITI Standard outlines the scope for multi-stakeholder groups (MSGs) to request 

“adapted implementation” of the EITI Standard:  

                                                                 
2 http://www.telegraph.co.uk/news/worldnews/europe/ukraine/10767005/Ukraine-launches-anti-terrorist-operation-in-the-east.html 

3 The 2014-15 EITI Report is available in Ukrainian and English https://eiti.org/document/20142015-ukraine-eiti-report   

4 National Institute for Strategic Studies was established by the Order of the president of Ukraine #127. The institute is mandated by the President 

of Ukraine and is defined as a basic scientific and study institution for analytical and prognostic support of President’s functions. Web page of the 

Institute: http://www.niss.gov.ua/presentation.html  

5 https://www.epravda.com.ua/news/2014/01/13/414238/  

6 DTEK’s statement over the loss of its mining companies http://dtek.com/en/media-center/press/dtek-zayavlyaet-o-potere-upravleniya-

predpriyatiyami-raspolozhennymi-na-vremenno-nekontroliruemoy-territorii-donetskoy-i-luganskoy-oblasti/  

7 The 2016 EITI Scoping Study, pp.26-28, available in Ukrainian.   

http://www.telegraph.co.uk/news/worldnews/europe/ukraine/10767005/Ukraine-launches-anti-terrorist-operation-in-the-east.html
https://eiti.org/document/20142015-ukraine-eiti-report
http://www.niss.gov.ua/presentation.html
https://www.epravda.com.ua/news/2014/01/13/414238/
http://dtek.com/en/media-center/press/dtek-zayavlyaet-o-potere-upravleniya-predpriyatiyami-raspolozhennymi-na-vremenno-nekontroliruemoy-territorii-donetskoy-i-luganskoy-oblasti/
http://dtek.com/en/media-center/press/dtek-zayavlyaet-o-potere-upravleniya-predpriyatiyami-raspolozhennymi-na-vremenno-nekontroliruemoy-territorii-donetskoy-i-luganskoy-oblasti/
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“Should the multi-stakeholder group conclude that it faces exceptional circumstances that 
necessitate deviation from the implementation requirements, it must seek prior EITI Board 
approval for adapted implementation. The request must be endorsed by the multi-
stakeholder group and reflected in the work plan. The request should explain the rationale 
for the adapted implementation. The EITI Board will only consider allowing adaptations in 
exceptional circumstances. In considering such requests, the EITI Board will place a priority 
on the need for comparable treatment between countries and ensuring that the EITI 
Principles are upheld, including ensuring that the EITI process is sufficiently inclusive, and 
that the EITI Report is comprehensive, reliable and will contribute to public debate” 

 

This provision recognises that implementing countries may face a wide range of constitutional and practical 

challenges in disclosing information about extractive industry activities that are not fully controlled by the 

implementing state. The provision highlights the need to ensure that “the EITI Principles are upheld, 

including ensuring that the EITI process is sufficiently inclusive, and that the EITI Report is comprehensive, 

reliable and will contribute to public debate”. 

An adapted implementation request from Iraq was approved by the Board in April 20148,  excluding sub-

national payments made to the autonomous region controlled by KRG. The São Tomé and Príncipe adapted 

implementation request on disclosures in the Joint Development Zone9 was approved by the Board in 

February 2016. The Ukrainian case is similar, since the government does not control the regions in 

question.  The Board previously approved a request from Ukraine for adapted implementation in October 

2016 pertaining to the 2014-15 EITI reports10.  

 Overview of Ukraine’s request for adapted implementation  

In the adapted implementation request, the multi-stakeholder group requests that the possible lack of 

comprehensive information on the Donetsk and Luhansk regions and Crimean Peninsula would not be held 

against Ukraine in Validation. The request argues that the government and the multi-stakeholder group are 

not able to oblige the self-proclaimed authorities at territories of Donetsk and Luhansk regions and 

Crimean Peninsula or the companies operating there to submit information for EITI Reports. The request 

states that the government and multi-stakeholder group will continue their efforts to obtain the data from 

the conflict zone and include them to the EITI Report.  

The timely publication of the 2013 and 2014-15 EITI Reports under exceptionally challenging economic, 

political and military circumstances and other efforts undertaken by the Government of Ukraine and the 

multi-stakeholder group to comply with the EITI Standard over the last four years demonstrate significantly 

positive progress in implementing the EITI.  

Under the adapted implementation request pertaining to the 2014-15 EITI Report, Ukraine was asked to (1) 

continue to engage with companies and government agencies with activities in these regions; (2) ensure 

                                                                 
8 The adapted implementation request from Iraq was approved through Board Circular 167, which was issued on 1 April 2014. The 
assessment is available on the internal website (Implementation Committee paper 23-3). 
9 The Board approved the adapted implementation request from São Tomé and Príncipe on 32nd Board meeting in 

Lima, the details on decision are available in the minutes online https://eiti.org/node/7200  

10 The Board approved the adapted implementation request from Ukraine on 35th Board meeting in Atana, the details on decision are available in 

the minutes online  

http://eiti.org/files/Adapted%20Implementation%20Request%20%28Feb%2019%2C%202014%290001.pdf
https://eiti.org/node/7200
https://eiti.org/sites/default/files/documents/35th_eiti_board_meeting_-_minutes.pdf
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that the EITI Report include links to other publicly available sources of information where information from 

the entities in the region was not provided; and (3) ensure full unilateral disclosure of any revenues 

received by the Government of Ukraine from companies and local government agencies in these regions. 

With regards to continues engagement with companies in Donetsk and Luhansk regions, the Independent 

Administrator, Ernst and Young, send out reporting requests to 97 extractive companies under the EITI 

scope, including those companies operating in the conflict regions. One of the biggest coal producers, the 

DTEK Group, provided full revenue data on its operations in Donetsk and Luhansk regions in 2014-2015, 

enabling to cover 93.9% of the government revenues from the coal sub-sector in 2015.  

With regards to including links to other publicly available sources of information, the EITI Report refers to 

the reports and statements of the Ministry of Energy and Coal Industry11, and to the annual reporting, 

including financial statements, of the DTEK Group12. 

With regards to ensuring full unilateral disclosure of any revenues received by the Government of Ukraine 

from companies and local government agencies in these regions, the 2014-15 EITI show that the sole 

collector of tax and non-tax revenues in Ukraine, the State Fiscal Service, has provided full unilateral 

disclosure of total income, including from non-reporting companies, for each material revenue stream. In 

addition to this, table 5.12-2 of the 2014-15 EITI Report provides data on tax revenues from extractive 

industries disaggregated by regions, including Donetsk and Luhansk13. In terms of gaps and omissions, the 

EITI Report could not provide specific comments towards assessing the comprehensiveness of government 

ownership due to the lack of information regarding the regions which are affected by the EITI Board-

approved Adapted implementation request. 

 Assessment of Ukraine’s request for adapted implementation  

The Secretariat has assessed Ukraine’s Multi-Stakeholder Group’s request for adapted implementation in 

accordance with requirement 8.1. Table 1 addresses five aspects or criteria cited in Requirement 8.1 of the 

EITI Standard. 

Table 1 – Assessment of the Ukrainian request for adapted implementation 

Criteria Secretariat’s Assessment 

1. The request must be endorsed 

by the multi-stakeholder group 

and reflected in the workplan. 

The request is from the MSG, signed by deputy Chair Olena 

Pavlenko. The International Secretariat has confirmed that the 

MSG has approved the draft request and is expected to formally 

endorse the final request on 18 January.  

After the MSG received the scoping study and the 2016 inception 

Report in December 2017, the application was prepared by the 

national secretariat and shared with the MSG members for 

comments and approval.   

Ukraine’s 2017 work plan makes a specific reference to seeking 

                                                                 
11 http://mpe.kmu.gov.ua/minugol/control/publish/article?art_id=244964062  

12 http://dtek.com/investors_and_partners/reports/  

13 2014-15 EITI Report, p. 114-115 https://eiti.org/document/20142015-ukraine-eiti-report  

http://mpe.kmu.gov.ua/minugol/control/publish/article?art_id=244964062
http://dtek.com/investors_and_partners/reports/
https://eiti.org/document/20142015-ukraine-eiti-report
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adapted implementation. The workplan is currently being 

updated. 

2. Must seek prior EITI Board 

approval. 

The application has been made in advance of Ukraine’s 2016 EITI 

Report based on evidence from the scoping study undertaken to 

inform the coverage of the 2016 EITI Report.  

3. The request should “explain the 

rationale for the adapted 

implementation”, and the 

“exceptional circumstances that 

necessitate deviation from the 

implementation requirements”. 

The request provides an account of the challenges and efforts 

associated with complying with the Standard regarding the 

conflict zone. The rationale behind the request is clear vis-à-vis 

the practical barriers in obtaining information from regions and 

entities that are not under the authority of the Government of 

Ukraine.   

4. The need for comparable 

treatment between countries. 

As noted above, previous adapted implementation requests from 

Iraq, Sao Tome and Ukraine have been granted and provide 

relevant precedents.  

5. Ensuring that the EITI Principles 

are upheld, including ensuring that 

the EITI process is sufficiently 

inclusive, and that the EITI Report 

is comprehensive, reliable and will 

contribute to public debate. 

The Secretariat’s view is that the proposed approach is pragmatic 

and in line with the EITI Principles. The government and multi-

stakeholder group have committed to ongoing efforts to ensure 

comprehensive reporting.  

 

 Conclusion 

The Secretariat’s assessment is that the request sufficiently demonstrates the exceptional circumstances in 

Ukraine.  

The Secretariat therefore recommends that the Board approves the adapted implementation request for 

the EITI Reports covering years 2016 and 2017, after which the situation should be reviewed and a new 

request for adapted implementation submitted if necessary.  

The Secretariat recommends that the Board’s decision specifies that the multi-stakeholder group continues 

to undertake efforts to ensure the disclosure of any revenues received by the Government of Ukraine or 

any contextual information available from the Donetsk and Luhansk regions according to the EITI Standard.  
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Annex A – Request for adapted implementation (English) 
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Annex B – Extract from the 2016 Scoping Study  
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Annex C – DTEK’s statement on loss of control over its mines in the East  
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