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1 Introduction

The AA/DCFTA differs from other international trade agreements in that it covers not only market access
provisions (tariffs, customs, mutual recognition) but, adoption into national law of EU acquis by the partner
countries. That is, Ukraine agrees to adopt current and future EU business acquis. Moreover, whereas
previous agreements such as Partnership and Cooperation Agreements included approximation of the EU
business acquis, these agreements where based on “best endeavours” rather than firm commitments. The
AA/DCFTA by contrast, provides for legally binding commitments to adopt the EU business acquis within
defined timetables. And given that in many instances, compliance with EU acquis will allow mutual access
to each other's markets without any further checks at the border (for example in SPS and technical
regulations), these timetables and enforcement of the new national legislation will be confirmed and
monitored by the EU. Therefore, it is not surprising that implementation of the AA/DCFTA has focused
almost exclusively on legal approximation almost entirely without attention to the needs and understanding
of either, implementers (competent authorities that will have to implement controls) nor business (who will
be affected by virtually every new law adopted in Ukraine). For example, alignment with EU legislation on
sale of meat (EU Food Hygiene Regulation (EC) No. 853/2004) states commercial sale of animals
slaughtered outside approved slaughter houses is prohibited (except in emergency and the derogation for
small quantities of poultry and lagomorphs). However, all slaughtering (even for derogations) must be
undertaken by appropriately qualified persons. Whilst every effort may be in developing legislation, it is
unclear to business who will be competent authorities for licensing slaughterhouses, certifying slaughtermen
and inspecting premises/market for proof of compliance. In fact many small and micro businesses may not
even be aware of the changes at all. Introduction of laws without proper awareness, information and know
how well in advance to enable preparations (for example investment in humane slaughtering equipment,
training of personnel in the case of commercial sale of meat) can adversely affect business. Therefore, this
paper seeks to explore and set out the scope and nature of impact of legislative approximation and
alignment in Ukraine with that of the EU so that Ministries, projects, trainers and communicators on
AA/DCFTA topics can include and integrate (or at least consider the issues and raise awareness) of how in
reality, these changes will impact business.

2 Scope of Impact of Provisions of AA on Business

A review of the Association Agreement was undertaken to list the provisions that would have a direct impact
on business. Technically all provisions of the agreement should have an impact on business — the
objectives is to derive benefits for business and growth, but this paper focuses on provisions that will require
direct actions by business.

Justice, Freedom and Security

Provisions within these Titles focus primarily on government-to-government dialogue and cooperation.
However, within the provisions for the fight against terrorism, organised crime and money laundering, there
may be changes in national legislation that will directly affect business in terms of cash payments,
transparency and firm level reporting:
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Table 1: Requirement for increased financial reporting/controls

terrorism financing

Provisions Article of AA Change to domestic regime Timeframe for
change
Money laundering and Article 20 Implementation of relevant international standards, in | 1 year from EIF

particular those of the Financial Action Task Force
(FATF) and standards equivalent to those adopted by
the European Union

Fight against crime and
corruption

Article 22 (4)

The UN Convention against Transnational Organised
Crime (UNTOC) of 2000 and its three Protocols and
the UN Convention against Corruption of 2003

1 year from EIF

Market Access for Goods

After entry into force (EIF) of the DCFTA, the import duties on the majority of products traded will be
eliminated gradually over 10 years as follows:

e Some import duties will be eliminated immediately
e Some import duties will be eliminated (phased down proportionally) over 1, 2, 3, 5, 7 or 10 years
e Some import duties will be reduced, but not totally eliminated
e Some import duties will be eliminated on a fixed quantity of imports; thereafter full duty will apply (tariff

rate quotas)

This will have an impact on businesses that are (or want to) export to the European Union providing new
opportunities through improved access and those businesses that import inputs to their production, as they
will get access to cheaper (duty free) inputs making them more competitive.

Table 2: Improved EU market access and cheaper imported inputs

the Agreement

Protocol | to Title
\Y

Provisions Article of AA Change to domestic regime Timeframe for change
Elimination of customs Article 29 Elimination or reduction in import duties to Ukraine overl, 2,3,5 70r10
duties on imports subject to | Annex I-A and EU on majority of goods years
rules of origin specific in Annex I-B

condensed milk and yogurts; Milk powder; Butter and
dairy spreads; Eggs and albumins; Honey; Garlic;
Sugars; Other Sugars; Sugar syrups; Common
wheat, flours, and Pellets; Barley, flour and pellets;
Maize, flour and pellets; Barley groats and meal;
cereal grains otherwise worked; Malt and wheat

Customs duties on exports | Article 31 Gradual elimination of export duties on Ukraine’s phased down
Annex I-D exports to EU of livestock and hide raw materials; proportionally) over 10
seeds of some types of oil-yielding crops; alloyed or 15 years
ferrous metal scrap, nonferrous metal scrap and
semi-manufactured goods of them and waste
products and scrap of ferrous metals
Special regime is in place Article 29 Gradual reduction with application of duties on 5 years
to govern imports to Annex I-B reference price for new clothing to protect Ukrainian
Ukraine of second hand producers against cheap imports
clothing.
Tariff Rate Quotas (TRQ) Article 29 TRQ are introduced for the following products: Over period of 5 years
Appendix to Beef meat; Pork meat; Sheep meat; Poultry meat after EIF. For nearly all
Annex |-A and poultry meat preparations; Milk, cream, TRQ products there are

linear increase in
quantities over a period
of 5

years after EIF
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Provisions Article of AA Change to domestic regime Timeframe for change

gluten; Starches; Starch processed; Bran, shaps and
residues; Mushrooms; Processed tomatoes; Grape
and Apple juice; Fermented-milk processed products;
Processed butter products; Sweetcorn; Sugar
processed products; Cereal processed products ;
Milk-cream processed products; Food preparations;
Ethanol; Cigars and Cigarettes; Mannitol-sorbitol ;
Malt-starch processed products

Technical Regulations

Technical regulations lay down product characteristics or their related processes and production methods,
including the applicable administrative provisions, with which compliance is mandatory. Ukraine will align its
laws in specific sectors of industrial products to EU regulations and conformity assessment procedures so
that its products can freely trade with the European Union without further checks. Adopting European
standards as national standards will confer presumption of conformity with these regulations.

Business will therefore have to adapt production and product design to comply with technical regulations of
the EU as they are adopted nationally. In cases where technical regulations provide for mandatory
conformity assessment procedures by a third party (conformity assessment body), the conclusion of the
Agreement on Conformity Assessment and Acceptance of Industrial Products (ACAA) will provide Ukraine
with the possibility to have the certification issued by their national designated conformity assessment
bodies. If applying new standards, firms will also have to obtain certification for compliance with new
standards.

Table 3: Adaption of production processes, product design and labelling in conformity with EU technical regulations

Provisions Article of AA Change to domestic regime Timeframe for change

Approximation of technical | Article 56 (2)i, (3) | Adoption of EU technical regulations listed in the 1-8 years after entry

regulations, standards, and | and Annex Il Annexes into force as detailed in

conformity assessment Annex 3 of the
agreement

Progressively transpose Article 56 (8) Adoption of EU harmonised standards as national unspecified

European standards (EN) standards

as national standards,
including the harmonised
European standards, listed
in Annex Il to this
Agreement.
Simultaneously with such
transposition, Ukraine shall
withdraw conflicting
national standards

labelling or marking Article 58 (1) obligatory marking or labelling, as required for the At EIF
requirements shall not be adoption of the Union acquis in this area, and for

more trade-restrictive than marking and labelling for the protection of health,

necessary safety or the environment, or for other reasonable

to fulfil a legitimate public policy purposes; and Parties retain the right to

objective require the information on the label or marking to be

in a specified language.
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Sanitary and Phytosanitary Measures

Sanitary and phytosanitary measures, or SPS, are the rules, regulations and procedures to ensure
consumers are being supplied with food that is safe to eat. It covers food safety and animal and plant
health. The EU extends its SPS measures to cover animal feed and animal welfare. SPS measures can be
applied to protect against: human or animal health from food borne risks, e.g. additives, contaminants,
toxins or disease-causing organisms in their food, beverages or feedstuffs; human health from animal or
plant carried diseases; animals or plants from pests or diseases or disease causing organisms and; the
health of forests and wild flora.

Ukraine will gradually approximate their sanitary and phytosanitary and animal welfare legislation to that of
the EU. As and when these measures become national legislation, businesses will have to adapt production
methods, including hygiene and quality control and perhaps even redevelop premises and comply with

other standards.

Table 4: Ensure Compliance with EU SPS and animal welfare standards

Provisions

Article of AA

Change to domestic regime

Timeframe for
change

Gradually approximate
sanitary and phytosanitary,
animal welfare and other
legislative measures

Article 64 (1)
Annex IV and
Annex Xl

Adopt relevant elements of the EU SPS acquis (scope
and timetable to be determined)

Workplan to be
developed within 3
months of entry into
force

Customs and Trade Facilitation

Ukraine agreed to establish customs procedures that will be proportionate (fees and costs and actions
based on risk), transparent, predictable, non-discriminatory, impartial and applied uniformly and effectively
including introducing a single administrative document for the purposes of customs declarations. This
means that businesses will have to learn and change procedures to the new rules.

Table 5: Improved Rules and Procedures for customs administration

Provisions

Article of AA

Change to domestic regime

Timeframe for
change

Gradual approximation to
the Union’s customs law
(customs code) and certain
international law

Article 76, Annex
Xl

Regulation (EEC) No 2913/92 of 12 October 1992
establishing the Community Customs Code and:

» World Customs Organization 2005; Istanbul
Convention on temporary admission of 1990, HS
Convention) of 1983;

* WTO (e.g. on Valuation);

* UN (TIR Convention of 1975, 1982 Convention on
harmonization of frontier controls of goods)

» EC guidelines such as the Customs Blueprints;

* WCO Revised Arusha Declaration (2003);

» EC Blueprint on Customs ethics (2007).

EU legislation on customs enforcement of intellectual

property

Within 3 years

Adoption of the SAD

Article 84
Annex XV

Convention of 20 May 1987 on the Simplification of
Formalities in Trade in Goods

Within 1 year of EIF
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Trade in Services
Trade in services have several modes of delivery:

1.  Cross border — the service is undertaken in Ukraine and then sent to the customer in their own
country usually using electronic means but could be by post/courier.

2. Consumption abroad — this is when the customers come to Ukraine and receive the services.

3. Commercial presence — the service provider opens an office and the service is provided by
“residents” both local (EU) and the country of origin.

4.  Temporary movement of nationals for business purposes — this is when the services are provided by
nationals of one country who travel to the country of the customers, provide the service and return
home.

The AA provides for general rights of establishment and market access across all services (subject to
exceptions annexed to the Agreement. Modes 3 (commercial presence) and 4 (temporary movement of
persons) are mostly excluded from free trade agreements but the DCFTA provides for liberalization in terms
of providing the entitlement of certain categories of individuals to travel temporarily to sell and deliver
services in Europe and Ukraine. Visas should then be granted automatically for the purposes covered by
the DCFTA by the relevant authorities in both EU member states and Ukraine. These authorities will be
individually responsible for establishing systems for granting of such visas. This will be provided
immediately after entry into force (EIF) of the Agreement. In addition, Ukraine has agreed to approximation
to the acquis on e-commerce, postal services, financial services and maritime transport.

Procurement

When Ukraine approximates its laws to EU rules on public procurement, businesses can compete for
government contracts and be treated exactly the same as EU companies within the EU designated limits:

As within the EU, mutual access to government contracts will only apply within the given thresholds:

Table 6: Current Value of Contacts which are covered by EU Procurement Rules under the DCFTA

Works Supplies Services
Central Government bodies €133,000 €137,000 €5,150,000
Utilities Sector €412,000 €412,000 €5,150,000

Timetable for adoption of acquis:

Table 7: Timetable for adoption of EU Public Procurement legislation

Provisions Article of AA Change to domestic regime Timeframe for
change
Approximate national Article 113 Adoption of EU laws on public procurement for central and | 3-8 years after
legislation to the EU Annex XXI regional governments and utilities, covering services, works | entry into force.
acquis, with institutional and supplies.
reform
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Geographical Indications

A geographical indication (Gl) is a descriptive title used to identify a product as originating in the territory of
a particular country, region or locality where its quality, reputation or other characteristic is linked to its
geographical origin. The protection of geographical indications in law, based on the WTO Agreement,
prevents any registered Gls in one territory being used in another. However, under WTO rules, certain
historical Gls used in another territory can be exempted.

However, Ukraine has agreed to phase out the use of these Gls.

Table 8: Rebranding of products affected by Gls in Ukraine, and third markets

(a) Champagne,
(b) Cognac,

(c) Madeira,

(d) Porto,

(e) Jerez /Xérés/ Sherry,
(f) Calvados,

(9) Grappa,

(h) Anis Portugués,
(i) Armagnac,

() Marsala,

(k) Malaga,

() Tokaj

Provisions Article of AA Change to domestic regime Timeframe for
change
Protection of geographical | Article 208 (3) Ukrainian producers will still be able to use and sell their For transitional
indications Annex XXII products for the transitional period under these names: period of 10

years after EIF

Article 208 (4)

Ukrainian producers will still be able to use and sell their
products for the transitional period under these names:
(a) Parmigiano Reggiano,

(b) Roquefort,

(c) Feta

For transitional
period of 7 years
after EIF

Economic Cooperation

A range of other legislation in Title V also will impact on business.

Table 9: Changes in legislation affecting implementation of energy standards, road transport and company law requiring
change in business practices

energy services and,

labelling and standard product information of the
consumption of energy and other resources by household
appliances

Provisions Article of AA Change to domestic regime Timeframe for
change
Approximation relating to Article 341 EU acquis on the promotion of Energy Efficiency, energy Legislation
energy cooperation Annex XXVII performance of buildings, energy end-use efficiency and within 2-5 years

and
implemented
within 2-8 years
after EIF
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workplace, use of work equipment, personal protective
equipment, minimum safety and health requirements at
temporary or mobile construction sites, protection of
workers from risks related to exposure to biological agents
at work, risks related to chemical agents at work
requirements for

work with display screen equipment, provision of
safety and/or health signs at work, risk from explosive
atmospheres and risk arising from

physical agents (vibration, noise and electromagnetic
fields)

Provisions Article of AA Change to domestic regime Timeframe for
change
Road Transport Article 368 EU acquis regarding road safety, road worthiness of Between 1-4
Annex XXXII vehicles, movement of dangerous goods, recording years after entry
equipment in goods transport vehicles into force
Company law, corporate Article 387 Protection of shareholders, creditors and other Within 2-3 years
governance, accounting Annex XXXIV stakeholders in line with EU rules and Introduction of after EIF
and auditing relevant international standards at national level and
gradual approximation to EU law in the field of accounting
and auditing
Environment and Article 363 Approximation of EU legislation on; air quality; water Within 2-8 years
water/waste water Annex XXX quality and resource management, waste and resource after EIF
treatment management and shipment of waste; industrial pollution
and industrial hazards; Chemicals
GMOs Article 363 EU acquis on deliberate release into the environment of Within 2 years of
Annex XXX genetically modified organisms and repealing EIF
transboundary movements of genetically modified
organisms
Health and Safety Article 421 EU acquis on safety and health of workers at work, Between 3-6
Annex XL minimum safety and health requirements for the years of EIF

3 Nature of Impact on Business

Business operations will be affected in a number of ways from the reform process in Ukraine based on
alignment with EU regulations. Types of impact will be varied and include the following.

+ Product Design and Inputs sources: products and production may need to be adapted to comply with

new requirements (including SPS, technical requirements, energy and environmental legislation) as
well as identifying sources of compliant inputs (ensuring not using banned substances or sustainable
sources or new rules of origin — DCFTA versus GSP).

+ Administrative and Procedural Changes: these will be internal changes that a business will have to

undertake to comply with new regulations and could include implementing quality control, record
keeping, changes in declarations or procedures, staff training and/or reporting to competent
authorities. Although many of these will be internal changes, it may require increased staffing (in EU
it was estimated that limiting driver hours led to increase of 25% in drivers), skills development and
training (eg designated safety offices on site or quality control), software and management systems
and external consultants to develop internal systems. For example, compliance with limits on Driving

8




* X
*
* *
* oy K

Funded by
the European Union

GFAZy

Consulting Group
Implemented by a Consortium led by
GFA Consulting Group

E- Association4U

Association for Ukraine & for you

Hours requires a tachograph, tachograph reader and software systems for analysis (Tachograph unit
€850 per vehicle, Tachchograph uploader € 900 per 10 vehicles and Software and analysis systems
€400 plus PC per depot).

Investments: these will be required for a range of compliance requirements and could include new
equipment, adapting or retrofitting facilities. For example, to prevent contamination of food
production from heavy metals, a requirement for coated stainless steel receptacles and heat
treatment vessels may require investment for SMEs using out-dated/old equipment. For example, a
World Bank Study in Morocco estimated the cost of compliance to EU SPS measures for a medium-
sized tomato farm of 10 ha, at US$51,000 for initial compliance (buildings, procedures and
equipment). In addition, annually recurring costs for monitoring and surveillance (testing certificates)
and certification of US$20,000.

Testing and certifications: Conformity assessment and/or inspections may be required to verify
compliance to regulations and standards. This will usually cost and assumes provision of those
services by accredited national government and private sector bodies. This is not only for SPS and
technical regulations, but certification or approvals from inspectors for energy, environmental, road
safety and financial compliance may be required. For example, to comply with EU Directive
91/271/EEC on Urban waste water treatment (to be adopted nationally); European Odour Testing
requirements on Wastewater Treatment Facilities using an olfactometer must follow EN13725
(Micro-computer controlled dilution range from 2 to 30,000 OU — Meeting EN13725 and ASTM E679
for olfactometer design http://scentroid.com/intelligent-personal-olfactometer/).

An indication of the nature of likely operational impact on impact of the main EU acquis identified in the

previou

s section in presented below. This is not exhaustive and actual nature and scope applicable will vary

for every individual business.

Table 10: Analysis of major impact on SMEs of AA/DCFTA

Area of Association
Agreement

Likely Impact on business

Sectors potentially
affect

Money laundering and

terrorism financing and
Fight against crime and
corruption

Requirement for increased financial reporting/controls:
increased record keeping of financial transactions. The effect
on SMEs will be allocation of internal human resources to
improve accounting and reporting of finances within the
business, training, use of external BDS (accountants/book
keepers) and some very minimal investment perhaps in
accounting software, largely OTS packages.

All

Market access
(reduction in tariffs,
export duties, TRQS
and reference prices)

Better market opportunities in EU and cheaper imported
inputs: will mean that importers of certain agricultural products
will have to obtain licenses and exporters will see
administrative changes on issuance and confirmation of
compliance with rules of origin (EUR 1 certification by
Customs). Whilst this will affect logistics management, it will
not require any investment.

Depending on current
structure of tariffs for
importers and all
exporters/potential
exporters
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Area of Association
Agreement

Likely Impact on business

Sectors potentially
affect

Approximation of
technical regulations,
standards, and
conformity assessment
and EU standards and
labelling

Adaption of production processes, product design and
labelling in conformity with EU technical regulations:
compliance with one or more technical regulations will require
understanding of the requirements (key characteristics),
review of available standards that confer presumption of
conformity, product redesign and adaption of production
processes, industrial metrology, testing and analysis,
certification of conformity assessment. To comply with these
technical regulations and associated standards, SMEs may
need (depending on the product) to invest in new technologies
and equipment. In addition, some SMEs will have to either
purchase testing equipment or outsource testing to
laboratories, as well as certification to designated conformity
assessment bodies. This will apply to domestic production as
well as imported products for distribution and sale
domestically).

Manufactures

Agriculture (for retail
sale including
metrology, quality and
labelling of products
placed on the market)

Gradually approximation
its sanitary and
phytosanitary, animal
welfare and other
legislative measures

Compliance with EU SPS and animal welfare standards:
Compliance with EU SPS measures nationally will mean
agricultural producers and agro processors will need to
comply with risk, hygiene and food safety standards. This will
involve understanding requirements, putting controls in place,
testing and monitoring throughout production and in batches
and certification and external approvals. It will also mean
checking standards throughout the supply chain and verifying
compliance of suppliers (farm to fork). This will affect record
keeping, production processes and hygiene (procedures,
training and facilities) as well as in-house or external testing
and control verification. This will require investments in both
facilities (adapting buildings, product & production quality and
standards) and technologies and equipment.

Agriculture

Agro processing sector
of manufacturing

Gradual approximation
to the Union’s customs
law (customs code) and
certain international law

Changes in Rules and Procedures for customs administration:
all importers and exporters will have to work with new customs
procedures and rules. Again, whilst this will affect logistics
management, it will not require any major investment.

All importers and
exporters

Approximate national
legislation to the
relevant EU acquis on
public procurement

Opportunities to bid on national and EU contracts: developing
open and transparent systems for government tendering will
provide opportunities for SMEs to supply and work on
government contracts. In order to do so, SMEs will need to
understand the rules, monitor publications and exercise rights
(transparency and disputes).

Professional services
Construction

Manufacturers

10
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Area of Association
Agreement

Likely Impact on business

Sectors potentially
affect

Phasing out of use of
certain Gls in Ukraine
and third markets

Rebranding of products affected by Gls in Ukraine and third
markets: Provisions in the AA/DCFTA relate principally to
enforcement nationally. Ukraine, exercised grandfather rights
to continue the use of protected Gls under WTO but the
AA/DCFTA will gradually phase out the use of EU protected
Gls in 7 years (for cheeses) and 10 years (for alcoholic drinks).
This will mean Ukrainian producers will not be able to use
protected names in both domestic and third country markets
for over 2000 EU protected names (subject to the 12
transitional product designations). This will require renaming
which may need legal IP advice on permissible replacements
and rebranding of products.

Agriculture

Agro processing sector
of manufacturing

Approximation relating
to energy cooperation,
including nuclear issues

Changes in product standards regarding energy and labelling
thereof, of products and buildings: compliance with legislation
on energy efficiency and labelling of buildings and household
goods would require manufacturers of household goods and
building materials to adapt production, to measure and rate
products for energy efficiency and certify such. Investments
would be needed in new equipment and technologies for
manufacturers, as well as testing facilities ; building materials
manufacturers may also require new technologies and
equipment although this applies only to new buildings.

Manufacturing
Construction
Real Estate

Professional services

GMO monitoring

Use and control of GMOs: ensuring the control and use of
GMOs (deliberate release/spread of GMO into the
environment, trans-boundary movement and contained use)
will require agricultural producers and agro processors to put
in place monitoring, tracking, record keeping and ensure
labelling of food when GMO products are used. This would
require limited investments.

Agriculture

Road transport

Road and vehicle safety: adopting EU road safety acquis will
affect any business that operates commercial vehicles and
transport of goods, whether logistics/transport firms or
producers with own vehicles. Compliance with road safety
provisions will include regular testing of roadworthiness,
maintenance records and procedures. For commercial
transporters, either having weigh bridges or access to external
facilities would be required as well investments and retro fitting
of required equipment such as speed limiters, driving log
meters, GPS systems etc).

Transport
Wholesale/retail

Manufactures (of
dangerous products in
particular)

Company law, corporate
governance, accounting
and auditing

Changes in corporate governance: For SMEs, improved
accounting and reporting of finances within the business,
training, use of external BDS (accountants/book keepers) and
some very minimal investment perhaps in accounting
software, largely OTS packages.

All

11
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Area of Association
Agreement

Likely Impact on business

Sectors potentially
affect

Environment

EU acquis on industrial pollutions and hazards: compliance
with air quality and waste management (including waste water)
directives will require SMEs that are involved in sectors that
produce potentially hazardous waste to understand
requirements, monitor waste and install systems to control,
limit and treat their commercial waste, or have it disposed of
by external commercial providers. This may require

Transport

Manufacturing (esp
chemicals, leather,
fertiliser, wood, paper
and similar industries)

Health and Safety

explosive atmospheres and risk arising from physical agents
(vibration, noise and electromagnetic fields): largely this
relates to health and safety of workers and requires
procedures put in place, signage and a small amount of
investment in safety equipment but this would be small
purchases of personal protective equipment such as safety
shoes and fluorescent jackets. Developing safety manuals,
logging incidents and training of staff.

) . L Agricultur
investments in monitoring and treatment facilities and gricuiture
equipment.

Provision of safety and/or health signs at work, risk from All

4 Understanding the impact of legislative adoption on business (horizontal and vertical
legislation)

For a business to understand the scope and nature of the impact of the AA/DCFTA on its business
operations it would have to examine the government’s overall AA implementation workplan, monitor
adoption of legislation and review and understand each legal text. This means knowing which legal texts

apply to each product and will have an effect on production and business. Once this is understood, it should
review and understand of the scope and content of laws. The information needed for every business is very
specific and covers both horizontal and vertical (sectoral) legislation.

At a horizontal level, there are a number of changes that will affect most business, or at least, is hon-sector
specific. For example, four of the EU Directives on transport safety will apply not only to road hauliers, but
any business that has delivery vehicles:

Table 11: Adoption of Selected Road Safety Requirements

Measures in the Effect on Business operations

AA/DCFTA

Requirements for
Business

Frequent testing of goods vehicles at approved centres
Maintenance and standards of vehicles

Record keeping

Submission of records to external authorities for approvals

Vehicles meet
minimum safety
requirements

Directive 2009/40/EC on
roadworthiness tests

Council Directive
92/6/EEC on the
installation and use of
speed limitation devices

Investment and retrofitting of equipment (if not already fitted)
Regular calibration and monitoring of accuracy/working order of equipment
Submission to regular testing and approval of equipment

Vehicles must be
fitted with speed
limiting devices

12
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Measures in the

AA/DCFTA

Requirements for
Business

Effect on Business operations

Regulation (EC) No
561/2006

on recording equipment
in road transport

Vehicles must be
fitted with
tachographs

Investment and retrofitting of equipment (if not already fitted)
Regular calibration and monitoring of accuracy/working order of equipment
Submission to regular testing and approval of equipment

Directive 2006/22/EC
the working time

Ensure drivers

working/driving
times are within
safe limits

Training of staff and use of equipment

Procedures in place for driver identification

Analysis and management reporting/control of driver driving times
Submission of reports to external authorities for approvals

At a vertical (sectoral) level, the changes required will be different for every product depending not only on
the product, but also on the amount of the acquis that Ukraine has agreed to adopt but each product will be
affected differently. For example, a cheese producer will have to comply with 2 directives on pesticide
residuals in food products, 2 regulations on contaminants in food, 2 directives and 5 regulations on control
of residue of veterinary medicine and 2 directives and 7 regulations on health and hygiene conditions, 2
regulations on traceability and 2 directives and 4 regulations on labelling. But not all provisions are
applicable to cheese production so this has to be assessed and understood — for example, within 1
regulation on contaminants, nitrates only apply to green vegetables and not cheese whereas there are
maximum levels set for mycotoxins, heavy metals, dioxins and PAHSs in cheeses. This is just 1 of the 26
legislative norms that will be adopted nationally and a cheese producer will have to assess how to comply

with their relevant parts.

Table 12: SPS Requirements for Dairy Sector

Measures in the
AA/DCFTA

Requirements
for Business

Effect on Business operations

Control of:

1. Contaminants

2. Pesticide residuals

3. Residuals of vet meds

Monitoring during
production

Analysis of products
Recording keeping

Testing

Approvals by state authorities

Health control/hygiene

Including HACCP
adoption

Internal controls/procedures/record keeping
External testing/laboratories

Certification by independent bodies
Building refurbishments

Equipment upgrades

Approvals by state authorities

Traceability

Monitoring during
production
Approval of
source of supplies

Checking/approvals inputs/suppliers
Internal controls/procedures/record keeping

General rules
(ingredients, quantity,
origin, lot marking, GMO)

Product analysis

Lot marking/bar code
Metrology

If a company wishes to export, then the individual market access regime provided within the DCFTA should
be identified so that SMEs (current and potential) are aware of the opportunities given them (subject to
technical compliance). For example, the following example shows the changes in market access to the EU
for Ukrainian producers of video recording or reproducing equipment, with current exports (average last 3

years) of €21 million:
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Table 13: EU Market Opening for Ukrainian Video Equipment Under the DCFTA

Product Description | Current Tariff reduction Rule of Origin Requirement to benefit from preferential access (1
Tariff schedule of the 2)

8521: Video recording | 13.9% Annual reduction in | Manufacture in which: Manufacture in which the value of all

or reproducing tariff, declining to | -the value of all the materials | the materials used does not exceed

apparatus, whether or zero over 7 years, | used does not exceed 40 % of | 30 % of the ex-works price of the

not incorporating a pro rata. the ex-works price of the product, | product

video tuner and;

-the value of all the non-
originating materials used does
not exceed the value of all the
originating materials used

Knowing the rules and regulations does not necessary mean that an SME can enact the necessary changes
to its business, including investments required. Either internally from within the enterprise, or external
assistance is needed to develop a strategy and implementation plan for compliance with the legislation
applicable specifically for their product. At this stage, the process and investment changes would be
defined. For example, in most agro food industries, risk management systems must be in place such as
HACCP which would require upgrading buildings to ensure minimum heights of ceilings, use of non-porous
materials on floors and walls, controlled entry/exit points with disinfection processes etc.

5 Role of Government and Regional Administrations in Supporting Business
Awareness

The extent of the changes that a business in Ukraine must understand and implement should not be
underestimated, regardless of whether it exports to the EU or not. The annex provides an illustrative
example of a hypothetical local cheese producer selling only nationally — this provides an illustration of the
real challenges that producers will face in Ukraine. Of course, most businesses have neither the time, nor
the skills to analyse the mass of legislative changes that are being implemented under AA/DCFTA. Current
AA/DCFTA awareness raising is based on high level political statements rather than concrete information,
which is of little or no use to a business trying to understand and comply with these changes. Therefore, to
improve the understanding of business on the actual operational effects of the AA/DCFTA on its business
and the opportunities it provides, there is an specific role for regional authorities in Ukraine to prepare
outreach and information to its regional business, targeted to the specific sectors locally.

Awareness of AA/DCFTA to business must be more than current “headline” approach and be specific as to
the ‘effects’ (as well as impact) on SMEs business operations. The specific objectives should be:

e to ensure that all SMEs in the region understand how the agreements affect its specific business;
¢ to stimulate SMEs to consider and incorporate AA/DCFTA implications into their corporate planning;
e to ensure local FIs and BSOs understand the needs of SMEs.
There is a great deal of ignorance and misunderstanding about the AA/DCFTA and how it will affect
business so awareness campaigns in each region would aim to increase the understanding amongst SMEs
of these effects so that they can begin to prepare and plan. The AA/DCFTA will provide benefits and
14
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opportunities but business will have to adapt. The quicker business adapts, the quicker it will benefit and the
lower the costs of compliance will be. However, currently, most business is unaware or mis-informed.

Therefore, the campaign should focus on delivering key messages to the wider business community as to
these affects. The key messages of the campaigns could vary by region, but should include:

The AA/DCFTA will affect all business, not just exporters as there will be a wholesale reform of
business legislation within as Ukraine aligns with the EU business acquis;

The changes in national business legislation will not all occur immediately, but over a 10-12 year
implementation period, but some reforms are happening now;

Business will have to change their production processes, introduce administrative and reporting
procedures, comply with new standards and invest in new technologies;

There will be costs, but these can be limited if early action to adjust is taken;

Business needs to act now, searching out detailed information on the effects of the DCFTA on
their own business, make a strategic plan, make necessary changes to business operations,
undertake investment planning and obtain external approvals and certification as necessary;

Benefits to business will include modernisation, efficiency, transparency and certainty in
application of law, and opportunities in national, EU and international markets for business
expansion. Greatest benefits will be for SMEs as an improved business enabling environment
based on rules is developed.

In addition to the key general messages that prepare business for specific information, regional sector
campaigns could be developed. These should be developed over a sustained period of implementation,
prioritising as and when specific legislation is adopted or market access is liberalised. Information such as
information sheets, guidebooks and manuals, seminar materials can be prepared on the changes and
opportunities needed on (a) a horizontal level (b) a sector/product level and (c) market access opportunities.
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6 Annex Visualisation of impact of Adopting EU Acquis on business in Ukraine

Example: Producer of Feta Cheese for Domestic Markets (not Exporting)

(CN Code 0406 90 32)

Commitment in Specific for Feta Effects on Feta | Needs Interventions
AA Producer business
Money UN Convention More accounting | Administrative Internal
laundering/crime & | against reporting and record | systems for resources/staff
corruption Transnational keeping accounting

Organised Crime of BSO (accountants)

2000 and its three Software

Protocols, the UN
Convention against
Corruption of
20031In particular
articles 3, 4, 12
include promotion of
use of international
accounting standards
required by all
companies

Software engineers
or OTS purchase

Market Access
(only if export)

Only for FVO approved countries and authorized companies

Approximation of Control of Monitoring  during | Analysis of products | Internal
SPS contaminants production Recording keeping | resources/staff to
Control of pesticide Testing control
residuals Certification by
Control of residuals state authorities Testing equipment
of veterinary or external testing
medicines
Certification
Health Including HACCP | Internal Internal
control/hygiene adoption controls/procedures | resources/staff to
/record keeping control
Building Testing equipment
refurbishments or external testing
Equipment Purchasing
upgrades equipment
Traceability Monitoring  during | Checking/approvals | Electronic
production inputs/suppliers tracking/reporting

1 https://www.unodc.org/documents/middleeastandnorthafrica//organised-
crime/UNITED_NATIONS_CONVENTION_AGAINST_TRANSNATIONAL_ORGANIZED_CRIME_AND_THE_PROTOCOLS_THERETO.pdf
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controls/procedures
/record keeping

Commitment in Specific for Feta Effects on Feta | Needs Interventions
AA Producer business

Approval of source

of supplies Internal

Approximation of
SPS and
Approximation of

General rules
(ingredients,
guantity, origin, lot

Product analysis

Lot marking/bar
code

distribution

2009/40/EC on
roadworthiness
tests

Council Directive
92/6/EEC on the
installation and use
of speed limitation
devices

Regulation (EC) No
561/2006

on recording
equipment in road
transport

Directive
2006/22/EC

the working time

controls/procedures
/record keeping

Vehicle upgrades

New Equipment

TR, standards, and | marking, GMO Metrology

CA and labelling

Approximation to Only applicable for exporters and importers

EU customs law

(customs code)

Approximate on Not applicable

public procurement

Phasing out of use | In Ukraine, Gl rebranding Labels and Marketing advice
of certain Gls in protection within 7 marketing and campaigns
Ukraine and third years

markets (IPR) Legal advice on IPR
Approximation Only applies to new equipment

relating to energy

cooperation

GMO monitoring Control of spread of GMO; farmers only

Road transport If own transport for Directive Internal Internal

resources/staff to
control

Testing equipment
or external testing

Purchasing
equipment
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accounting and
auditing

standards at national
level and gradual
approximation to EU
law in the field of
accounting and
auditing

keeping

accounting

Software

Commitment in Specific for Feta Effects on Feta | Needs Interventions
AA Producer business

Company law, Introduction of More accounting | Administrative Internal

corp. governance, | relevant international | reporting and record | systems for resources/staff

BSO (accountants)

Software engineers
or OTS purchase

Health and safety
at workplace

Provision of safe
health signs at work,
risk arising from
physical agents
(vibration, noise and
electromagnetic
fields)

Preparation of
Manual on Health
and safety and
training and logging
issues

Training, record

keeping and

Internal Procedures,
record keeping,
PPE and training

Internal
resources/staff

BSO (health and
safety audit
consultants and
trainers)

Purchasing of
sighage and safety
equipment and PPE

Environment

Only normal waste so no effect
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