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Comments from Germany on the Approval by Mail: CTF Ukraine: Project 
Preparation Grant: Smart Grid Project (IBRD) 

 
Dear colleagues, 
thank you very much for the submission of this project preparation grant proposal. We 
have no objections to the proposal but some recommendations and observations we 
would suggest to be taken into consideration (see comments enclosed). 
Thank you very much, 
kind regards 
Ina  

__________________________ 
Ina von Frantzius 
Referentin / Policy Advisor 
Referat Klimapolitik und Finanzierung / Division Climate Policy and Climate Financing 
Bundesministerium für Wirtschaftliche Zusammenarbeit und Entwicklung / Federal 
Ministry for Economic Cooperation and Development 
 
Comments on CTF PPTA Proposal - Ukraine: Smart Grid Project 

Considering the CTF IP for Ukraine from March 2010, from our point of view there are 
no major objections against the Preparation Grant Proposal. Clearly, the proposed 
PPTA is necessary in the given context. Hence we have no objection to the proposal to 
use CTF grant funds to this end.  

We do have some comments that we would recommend to be taken into account in the 
implementation of the PPTA.  

 

General Comments 

We understand the problem setting outlined in the paper and the general approach 
presented to tackle the problem. The approach to create a roadmap first and a derived 
feasibility study for the specific CTF investment project makes much sense and is 
appreciated.  

Please lay out clearly in the investment project proposal how investment alternatives 
have been considered and prioritised and how the investments proposed were chosen. 

The overall purpose of the envisaged investment project is to ensure optimal operation 
of the Unified Power System (UPS) of Ukraine, accounting specifically for the growing 
share of intermittent / fluctuating renewable energy sources in the grid. Considering the 
current increase in electricity demand together with the current and planned increase of 
intermittent wind and solar energy capacity in the Ukrainian electricity systems, grid 
management and grid stability analysis are of great importance. We therefore welcome 
the Project Preparation Proposal.  



The purpose of this PPTA is to develop a roadmap for investments to upgrade power 
transmission networks, telecommunication systems, monitoring, management, planning 
and forecasting in the grid, as well as to promote development of the electricity market. 
A bankable feasibility study for the CTF co-financed project shall also be part of the 
PPTA assignment. 

For solving the problems as outlined in the proposal, there are many technical options 
(to name a few: upgrade reserve generation units; implement proper forecasting 
mechanisms for demand and (intermittent) supply; implement storage capacity; 
implement grid code for wind; upgrade transmission system; upgrade distribution 
system; demand side management etc.). Depending on the specific context, and given 
funding limitations, it is of utmost importance to make well-informed decisions on the 
prioritisation of investments. To this end, a detailed technical study to analyse the 
current state of the transmission (and distribution) system should be carried out. 
Based on the outlined expansion plans, future bottlenecks in the transmission (and 
distribution) system should be identified and investment options should be prioritised. 

We note that the terms of reference for the PPTA are extremely ambitious 
(particularly taking into account the given budget). They also in parts seem to go 
beyond the immediately required scope in that they extend to questions such as the 
market set-up and sector reforms. Furthermore, some of the expected outcomes of the 
proposed PPTA (namely, the prioritisation of investment) seems to be anticipated 
already in the ToR by naming and focusing on specific technologies.  

Possibilities to support grid management and grid stability cover a wide range within the 
term “smart grid”, not all of which are cost efficient measures. Therefore we strongly 
recommend that the development of the roadmap as well as the preparation of 
the feasibility study will be conducted without a predetermined conclusion. This 
may, next to the mentioned options, also include the consideration of virtual power 
plants (e.g. the virtual combination of wind power with hydropower to virtually increase 
the load factor) or grid stabilization measures by intermittent power (e.g. grid codes that 
include regulations regarding reactive power via inverters, fault ride through, etc.) and 
then focusing on the most promising and most cost effective measures for the deeper 
analysis. 

Further recommendations are: 

 The PPTA should be clearly focused to make best use of the limited funds available.  

 If a roadmap is to be developed as part of this assignment, the expected results 
should not be anticipated by the ToR. Rather, it should be ensured that a duly 
qualified Consultant carries out a rigorous assessment of the current and future state 
of the grid and based on this develops a prioritisation of investment options. 

 With respect to both above mentioned points, we find the line-up of characteristics of 
the proposed transformation (seven steps) somewhat mis-leading. For example it 
first names “active participation by consumers”: This can be one outcome of the 
study, but we would not necessarily expect active demand side management to be 
the top prioritised investment. Instead, the broad objectives such as stable and good 



quality power supply (incl. possibly automated responses to system disturbances), 
optimised asset utilisation etc. stand behind with perceived lower priority). 

 The criteria that lead to the selection of measures for further analysis (and later 
investment) should be clearly stated. 

 As it is among the purposes of the Preparation Grant Proposal to analyze and 
evaluate the investment criteria with regard to the RESSEE program (GHG 
Emissions Savings; Cost-Effectiveness; Demonstration Potential at scale; etc.) it is 
not suitable to evaluate these criteria regarding the Preparation Grant Proposal 
itself. 

 Furthermore we recommend to focus on more realistic solutions rather than 
concentration on solutions with a long-term perspective and big uncertainties such 
as the utilization of electric vehicles for storage purposes (c.f. Proposed 
transformation; Second) 

 It should be clarified whether really only the transmission system shall be considered 
(as formulated throughout the document): If indeed demand side management 
options shall be considered, then most likely the distribution grid would also need to 
be taken into consideration. 

 


