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Competitiveness in the electricity generated from renewable sources is based on consumers' free choice of suppliers and the absence of
administrative and economic barriers to entry into the energy supply and sales market. The modern European model of the renewable (alternative)
electricity market, characterized by integration and globalization, poses new challenges and potential threats to business entities in this sector,
especially newly established enterprises. This concerns ensuring transparency and objectivity of the conditions for access to consumption and
operation of energy networks, as well as impartial and accelerated market development in line with the dynamic needs of the economic system and
growing consumer demands. The emphasis on transparency in market relations should reassure stakeholders about the fairness of the market.
Compliance with European standards and norms is also an important aspect.

Reforming the electricity sector involves achieving interrelated goals: organizational, economic, technical, technological, social, and
environmental. However, integrating these goals can lead to ambiguous consequences and risks, especially in the context of cost optimization and
ensuring the financial stability of enterprises. Potential conflicts of interest between stakeholders, such as large market players and independent
suppliers, should be considered.

The definition of strategic goals and objectives requires a systematic analysis of the energy market in the following main areas:
identification of reform priorities, taking into account national peculiarities, a detailed analysis of potential benefits and risks for all market
participants, as well as an assessment of possible threats caused by external factors, such as fluctuations in energy prices, the emergence of new
renewable energy generating facilities, and changes in regulatory policy.

While an important step, strengthening the system operator's role does not guarantee its complete independence from external risks and
the influence of large market players. The liberalization of the electricity market provides access to the wholesale market for other participants,
including independent suppliers, who can enter into direct contracts with generating companies and sell electricity generated using renewable
sources in the retail market to end consumers. Such participants are usually large industrial consumers and associations of smaller consumers. On
the supply side of the retail market, a competitive environment is being formed that is an alternative to existing regional energy supply and
generation companies and encourages them to improve efficiency. The formation of consumer choice will ultimately determine the price parameters,
quality of services, reliability of supply, and transparency of competitive relations in the market.

Keywords: institutions, institutional framework, reforms, region, regional renewable energy market, incentives, increase in volumes,
energy generation, renewable energy sources, alternative energy, renewable energy sources, energy efficiency.
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PROBLEM STATEMENT IN GENERAL FORM
AND ITS CONNECTION WITH IMPORTANT SCIENTIFIC OR PRACTICAL TASKS

Understanding the new European format of the electricity market model is crucial. It implies
consumers' free choice of supplier without barriers to the supply and sales market. This understanding is
key to navigating the new challenges and threats it presents to the functioning of electricity market
enterprises. It ensures that all stakeholders are knowledgeable and aware of the transparent and objective
conditions for access to consumption and operation of electricity networks and the impartial accelerated
development of the electricity market to meet the requirements of the dynamism of the economic system.

Reforming the electricity market is a complex process that requires a balanced approach. Itinvolves
achieving organizational, economic, technical, social, and environmental goals. However, this balance is
crucial to mitigate the various consequences and risks associated with cost minimization, providing
reassurance and confidence to all involved.

Elucidating long-term goals and objectives necessitates a comprehensive analysis of the electricity
market. This includes setting reform priorities, identifying benefits and risks, and assessing potential
environmental impacts. Such a thorough understanding is crucial for successful reform.

ANALYSIS OF RESEARCH AND PUBLICATIONS
Studies of the principles of the functioning and efficiency of electricity markets and electricity
generation from renewable sources are reflected in the works of domestic and foreign scholars. In
particular, these aspects were covered in the works of authors such as V. Vilkha [1], I. Halytsia [21],
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S. Galiant [13], O. Novosad [14], M. Korotia [11], V. Kupchak [3], L. Matiychuk [4, 20], R. Romanyiuk [8],
O. Pavlova [4, 8-13, 19, 21, 22], K. Pavlov [4, 8-13, 19, 20-22], D. Sala [21, 22], B. Stupski [15], O. Strinets [16,
17], R. Chornyi [22], N. Chorna [22], I. Fartushnyi [18], A. Yakymchuk [12].

Despite the significant scientific achievements in this area, current trends in globalization
development determine the growing role of electricity resources. In addition, a comprehensive study of
investment and innovation processes in the electricity sector at the regional level and the formation of
organizational and economic priorities for the national electricity Strategy are needed.

FORMULATION OF THE ARTICLE’S OBJECTIVES
This article provides an in-depth study of the institutional framework, promising mechanisms, and
potential risks of reforming regional energy markets to offer intensive incentives for increasing the volume
of electricity generation with the mandatory use of renewable energy sources.

PRESENTATION OF THE MAIN MATERIAL

Reforming Ukraine's electricity sector requires urgent measures in several key areas. These include
upgrading regional power grids, transforming the market environment and information infrastructure,
improving financial and credit support mechanisms, deepening integration processes, optimizing human
resource management, and modernizing communications.

1. The state of regional power grids. Regional power grids are in poor condition and require
significant investment. Reform priorities in this area should include:

- Improving the reliability and safety of electricity transmission and distribution systems;

- optimizing costs by eliminating inefficiencies in operations.

2. Development of the market environment. Creating a fully competitive electricity market is a
strategic task. This task can be accomplished by achieving a balance of interests in the ancillary services
market and a clear separation of the functions of commercial metering administration and consumer
settlements.

3. Modernization of the information environment. Introducing modern information technology
solutions is critical to ensuring competitiveness in the electricity market. This will allow:

- to balance the energy system in real-time;

- automate accounting and financial settlements between market participants

- ensure accurate electricity metering and control over payments;

- Improve the quality of dispatch management for power grid operators.

4.  Financial and credit support: The key to successful reform is providing the industry with
financial and credit resources [7].

The approaches mentioned above also contribute to the introduction of organized control and a
structured approach to creating renewable energy facilities, particularly within the "green" auction
mechanism framework. The key aspects here are:

1. Human resource management. Achievement of high labor productivity, modernization of the
remuneration system, stimulation of professional development of personnel, and implementation of
comprehensive training programs.

2. Corporate governance. An important area is the transformation of state-owned enterprises
into private structures, considering the principles of corporate governance and social responsibility.

3. Communications. Ensuring uninterrupted supply and effective analysis of information
requires continuous improvement of internal, external, and international communications. This involves
developing a new information policy and actively promoting activities [7].

Therefore, the Strategy for reforming Ukraine's electricity market resembles a closed cycle of
essential components of its activities (Figure 1).

The reform of the domestic electricity sector, guided by these key principles, holds the promise of
a stronger integration with European partners and a more robust energy market.

- Ensuring transparency and competition: By creating a level playing field in both electricity
generation and supply, we are fostering a fair and competitive market environment.

Enhancing energy security is a critical aspect of the reform. It involves the systematic
modernization and technological upgrading of energy infrastructure facilities to improve both internal and
external energy security.

- improving the quality of services: Raising the quality standards of services provided by regional
electricity market participants;
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- Minimizing the negative impact on the environment: Limiting the harmful effect of the electricity
industry on the environment.
- Formation of an adaptive pricing system: Establishing electricity prices that are in line with

consumers'consumers'consumers' ability to pay;
- Further integration into the European energy space: Continuing regional electricity markets'
organizational and regulatory integration into the pan-European energy system [9].

— Regional power grids

— Market environment

— Information environment

—  Financial and credit support

— Integration

T Human resources

The cycle of the formation strategy
I

— Corporatization

— Communication

Fig. 1. Closed cycle of the electricity market development Strategy

Based on the analysis of the optimal reform scenario, which provides for the implementation of
relevant legal norms and directives, and considering the experience of the EU member states, it is advisable
to identify the following key elements of the transformation of regional electricity markets.

- Bilateral contracts market: a market segment where electricity is supplied based on direct
purchase and sale contracts between producers, suppliers, and consumers. - automate accounting and
financial settlements between market participants

- ensure accurate electricity metering and control over payments; - improve the dispatch
management of power grid operators.

4. Financial and credit support:

Providing the industry with financial and credit resources is key to successful reform [7].

The abovementioned approaches also contribute to introducing organized control and a structured
approach to creating renewable energy facilities within the "green" auction mechanism framework. The
key aspects here are: 1. Human resource management. Achievement of high labor productivity,
modernization of the remuneration system, stimulation of professional development of personnel, and
implementation of comprehensive training programs. 2. Corporate governance.

It is worth noting that any reforms, by their very nature, entail inevitable consequences for regional
electricity markets. These consequences are usually as follows:

1. Changes in the configuration of the competitive environment: The competitive environment
in different sectors of the economy has transformed, and the balance of power between the main economic
entities has changed.

2. Potential tariffs: Possible increase in electricity tariffs for final consumers.

3. Risks of external influence: The risk of lobbying the interests of certain groups and the impact
of political and oligarchic structures on the regulatory function of the market.

4. Dysfunction of the Integrated Energy System (IES): Possible disruption of functional
interaction between the elements of the IPS [12].
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Producers: power generating enterprises, independent private producers
of renewable electricity

N\

Suppliers: companies engaged in the transportation, distribution and sale
of renewable electricity

NS

Intermediaries: brokers, dealers who resell electricity resources

NS

Consumers of different differentiation

NS

Investors

Fig. 2. Participants in regional electricity markets. Improved by the author based on [3].

Considering the first of these consequences, namely the transformation of the competitive
environment in various sectors of the economy and the redistribution of influence between key business
entities, it should be noted that the provisions of the Resolution of the Cabinet of Ministers of Ukraine and
the Law of Ukraine "On the Electricity Market" have not been fully implemented.

These legal acts, aimed at implementing the requirements of the EU's Third Energy Package,
provide an obligation for regional energy supply companies (oblenergos) to unbundle, i.e., to separate the
functions of electricity distribution and supply. It was assumed that such a division of responsibilities
between two newly created entities - a distribution system operator (DSO) responsible for the operation,
maintenance, and development of networks and a transmission system operator (TSO) (supplier) that
directly sells electricity to consumers - would facilitate the demonopolization of the industry. However, in
practice, the current version of the Law of Ukraine creates preconditions not for reducing but, on the
contrary, for potentially strengthening monopolistic tendencies in the market due to an increase in the
number of dominant entities.

Thus, the primary task is to ensure compliance with the European vector of development, which
includes limiting the influence of dominant companies, considering consumers' interests by stimulating
electricity imports and stabilizing market pricing [16, 17].

Another important aspect is the potential risk of rising electricity tariffs for end users. The
functioning of the retail segment of the electricity market in Ukraine is regulated by the updated version
of the Law of Ukraine "On the Electricity Market" (No. 2019-VIII of 13.04.2017), which aims to implement
the fundamental principles of EU Directives 2009/72/EC.

Two categories of entities supply the retail electricity market: 25 suppliers providing universal
services at regulated tariffs and 33 suppliers operating in the unregulated market, primarily private
companies specializing in electricity trading. The primary regulator in this area is the National Energy and
Utilities Regulatory Commission (NEURC), which sets tariffs for all business entities, except for those
operating in the unregulated market and supplying electricity mainly to non-household consumers based
on free (contractual) prices [5].

One negative consequence of retail market pricing is excessive cross-subsidization, whereby
industrial consumers finance electricity consumption by specific categories of consumers who receive it at
fixed, low prices.

Despite these problems, reforming the electricity market is critical, especially regarding political
instability and external aggression. This necessitates changing the model of electricity market development
and introducing updated organizational and economic forms, as the existing "single buyer" model has
proven ineffective in addressing new challenges facing the industry. The failure of the current model is
related to the peculiarities of regional economic development, namely the presence of bad debts between
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wholesale market participants, lack of funds for current settlements, artificial regulation of cash flows,
unfair competition, lack of a full-fledged market for ancillary services, administrative interference in
market processes, lack of effective mechanisms for credit guarantees and risk minimization [5].

The updated model, which implements the European scenario for the development of the
electricity market, covers a key segment, the Bilateral Contracts Market. This market's functioning allows
producers to sell electricity both to distribution companies and directly to end consumers.

The entities that enter contracts are electricity producers, independent suppliers, guaranteed
suppliers, electricity distribution companies, and qualified consumers.

The following processes take place in the market of bilateral contracts:

- electricity suppliers provide the bulk of consumers' electricity needs;

- the regulator does not interfere in the pricing processes and relationships between market
participants;

- Consumers have the right to purchase and sell electricity;

Suppliers have the right to enter into direct bilateral agreements with producers on a contractual
basis to forecast financial policy.

1. Day-ahead market (DAM). Market participants submit applications to the market operator to
buy and sell electricity with next-day delivery. The primary purpose of this market is to minimize
imbalances among the participants. The DAM participants are electricity producers, independent
suppliers, the guaranteed electricity supplier under the green tariff, electricity distribution companies, and
the day-ahead market operator. This market functions as a stock exchange where pricing is based on a
competitive supply and demand basis.

2. Balancing market. The system operator organizes it to achieve the following goals - balancing
the volume of electricity supply and demand. [2].

One of the priority tasks of the system operator is to ensure its independence and equal interaction
with all market participants. To achieve this goal, the following measures are provided for at the legislative
level:

1. Competitive procurement of ancillary services: Organization of procurement of ancillary
services on a competitive basis.

2. Transparency of information: Ensuring openness of information on the list of ancillary
services, their scope, cost, terms of provision, and requirements to suppliers.

3. Separation of financial accounting: Clear separation of accounting for expenses and revenues
from centralized dispatching and other activities.

4. Access to interstate networks: Ensuring access to interstate power grids' capacity through
electronic auctions.

5. Planning the development of the Integrated Power System: Submit a plan for the development
of the Integrated Energy System to the Cabinet of Ministers of Ukraine, even without consensus among
stakeholders.

It should be noted that strengthening the role of the system operator is not a guarantee of its
independence from external risk factors. The liberalization of the electricity market allows other
participants to enter the wholesale market, which is entitled to enter into direct contracts with generating
companies and sell electricity in the retail market. As a rule, such participants are large industrial
consumers. On the supply side of the retail market, a competitive environment is being formed that is an
alternative to the existing regional energy supply companies (oblenergos). Creating conditions for free
consumer choice positively impacts pricing, quality of services, and transparency of competitive relations.

CONCLUSIONS FROM THE RESEARCH
AND PROSPECTS FOR FURTHER INVESTIGATIONS IN THIS AREA

Increasing the region's investment attractiveness is directly dependent on the success of the
electricity market reform. However, the new electricity market model is being implemented quickly,
covering the development and implementation of regulations, organizational and structural changes, and
testing and implementing the necessary software.

Despite the time constraints, reforming the electricity market is a key component of the region's
comprehensive investment Strategy.
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IHCTUTYLIIMIHUI BA3VC PE©@OPMYBAHHS PETTOHAJIbHIVIX PVMHKIB EJIEKTPMYHOI EHEPTTI
3 METOIO CTVIMYJTIOBAHHSI 3BUTbILIEHHST OBCSITTB EHEPTOTEHEPALIIT 3 BUKOPVICTAHHSIM
BIJHOBJTIOBAJIbHVMX I>KEPEJT EHEPTI: CTPATETISI, MEXAHI3MMW, PU3VKI

BOPTHIK Csititanal, MOXHIOK Annal, YOPHUI Poman?
1 BonmMHCBEKMI HallioHaJIbHWUY YHiBepcuTeT iMeHi Jleci Ykpainkm
2 HoBOBOJIMHCHKUV HaBYaJIbHO-HAaYKOBMI IHCTUTYTY €KOHOMIKV Ta MEHeI)KMEeHTY,
3axigHOyKpaiHChKIMV HalliOHaJIbHWUV YHiBepCUTeT

Konkypenmocnpomorxnicme y cepepi eaexmpoernepeemuxis seeHepobaroi 3 Buxopucmanuam Gionoba106a1vHux xepes IpyHMyemscs Ha
npunyunax GisvHoeo 6ubopy nocmauasbHuka cnoxubauamu ma Giocymuocmi adminicmpamubHux ma exOHOMiuHUX nepeuixo0 044 6xody Ha
puHox nocmavanus ma pearizayii enepeii. Cyuacra eBponeiicbka Modeas 8i0H064106a1bH0e0 (a1bmepHamubHo20) esekmpoeHepeemuuHo20 punKy,
Wo XApaKmepusyemvca iHmeepayicio ma esobarizayiero, cmabums HoBi 3a60anna ma cmBopioe nomenyinmi 3aeposu 04A cyd'ekmib
eocnodapiobanna 6 yii earysi, ocobaubo ora HobocmBopenux nionpuemcmb. Lle, s0xpema, cmocyemvcs 3abesneveHHA NpPo3opocHii ma
00'exmuBrocmi ymob docmyny 00 cHOKUBAHHA ™A eKCHAYAMAYil eHepeemuuHUX Mepex, 4 MaKox HeynepeoxeHo2o ma npuckoperoeo posbumxy
punky 6ionobiono 0o OunamiuHux nomped exoHoMiuHOl cucmeMu ma 3pocmaouux Bumoe cnoxubauib. Baxcaubum acnekmom € maxox
BionoBionicmos eBponericoKuM CmaHoapmam ma HopMam.

PegpopmyBanns esexmpoenepeemuunoeo cexmopy nepedbauae 0ocsieHeHHA kommnaekcy 63aeMonoB' A3aHux yieil: OpeanisayiiHuLx,
CKOHOMIUHUX, 1MeXHIKO-MeXHOAOTUHUX, COUiasbHux ma exosoeiunux. ITpome, inmeepayis yux yisen moxe npusbooumu 00 HeOOHOSHAUHUX
Hacaioki6 ma pusuxib, ocobaubo 8 kommexcmi onmumisayii Bumpam ma 3abesneuenna inancoboi cmabissnocmi nionpuemems. HeobxioHo
BpaxoBybamu nomenyiini Konpaikmu iHmepeci6 Mix pisHUMU epynamu cmenkxo0epib.

Busnauenna cmpameeiunux yisenn ma 3a60aHb Bumazae cucmemMHoe0 AHAAI3Y eHepeemuUuHO20 PUHKY 30 MAKUMU OCHOBHUMU
HanpAmamuy: idenmupixayis npiopumemié pepopmyBanns 3 ypaxybauuam nayionaisHux ocobaubocmeil, 0emarvHutl aHAAI3 NOMEHYITHUX
nepeBae ma pusuxi6 042 6cix yuacHuxi6 punky, a makox oyinxa 6ipo2ionux 3aepos, 3ymobaeHux 306HiUHIMU pakmopamu, MAKUMU AK KOAUBAHHA
i Ha eHepeoHoCii, arbmepHamubni enepeozenepyioui ycmarobiu (Bionobarobasvmi xepesa enepeii) ma SMiHU Y peeyAsSMOpHIT noATmMuUYi.

Ilocuaents poAi cucmeMHO20 0nepamopa, xoua i € BaxAubum KpokoMm, He eapanmye 1ioeo nobHoi HesarexHocmi 6i0 306niwHIx pusuxib,
a makox 6i0 nauby Beauxux epabyib punxy. Jlibeparisayis punky esexmpuunoi enepeii nepedbauae moxaubicms docnyny 00 onmoboeo p umHky
014 THUUX YHACHUKIB, 30KpeMa He3ALeXkHUX NOCHAALbHUKIB, AKi Malonty MOXAUBicmb ykaadamuy npami 0oeobopu 3 eeHepyIOHUMU KOMNAHIAMU
ma 30iticHio6amu npodax eseknipoenepeii 3eenepobanoi 3 BukopucmanHAM 6i0HOGA0BaNBHUX OXepesr HA PO3OPIOHOMY pUHKY KiHyebuMm
cnoxubauam. Taxumu yuacnuxamu, 3a36uyatl, € Beauxi npomuciobi cnoxubaui, a maxox 0b'eOnanus menwux cnoxubauib. Ha posdpioromy
PpunHKy, 3 60Ky npono3uyii, popmyemscs KoHkypennHe cepedobuye, w40 € ALbMepHAMuBo0 iCHYIOUUM Pe2iOHAABHUM eHep2onoCAYalbHUM ma
eHepeozeHepy0u UM KOMIAHIAM ma cmuMyai0€ ix 00 nidbuwenns ecpexmubrocmi. @opmybanna cnoxubuozo 6ubopy, 6 kinyebomy pesysvmami,
Busnauamume yinobi napamempu, AKicms nocAye, HAOIHICIs NOCHAYAHHSA WA NPO30PICHs KOHKYPEHMHUX B3aeMOBIOHOCUH HA PUHKY.

Karouobi cao8a: incmumyyii, incmumyyiinut 6asuc, pedopmybanna, peeioH, peeionassHuil punox GioHobatobarvHol enepeii,
cmumyatobanns, 30iivuienns 0bcazib, enepeoeenepayis, ionoba106arvHi xepesa enepeil, arvmepramubna enepeemuxa, 6ionoba0barvmi 0xepesa
enepeii, ehekmubricmo BuKopUCManHs enepeii.
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