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BASIC INFORMATION

A. Basic Project Data

Project Beneficiary(ies) Region Operation ID Operation Name
Delivering Resilient
. EUROPE AND CENTRAL Infrastructure in
Ukraine ASIA P504999 Vulnerable Environments

Financing Instrument
Investment Project

Estimated Appraisal Date

13-Dec-2024

Estimated Approval Date

17-Feb-2025

in Ukraine Project

Practice Area (Lead)

Transport

Financing (IPF)

Implementing Agency
MINISTRY OF
COMMUNITIES AND
TERRITORIAL
DEVELOPMENT OF
UKRAINE

Borrower(s)

Ukraine

Proposed Development Objective(s)

The Project Development Objective is to improve the climate resilience of the national road network and enable
transport sector operational efficiency.

Components

Component 1: National Road Network Routine Preservation
Component 2: National Road Network Periodic Preservation
Component 3: Technical assistance and Project management

PROJECT FINANCING DATA (USS, Millions)

Maximizing Finance for Development

Is this an MFD-Enabling Project (MFD-EP)? Yes

Is this project Private Capital Enabling (PCE)? No

SUMMARY
Total Operation Cost 485.00
Total Financing 485.00
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of which IBRD/IDA 400.00

Financing Gap 0.00

DETAILS
World Bank Group Financing

International Bank for Reconstruction and Development (IBRD) 106.25
International Development Association (IDA) 293.75
IDA Credit 293.75

Non-World Bank Group Financing

Counterpart Funding 75.00
National Government 75.00
Trust Funds 10.00
Ukraine Relief, Recovery, Reconstruction, and Reform TF 10.00

Environmental And Social Risk Classification

Substantial

Decision

Other

B. Introduction and Context

Country Context
Since February 2022, Ukraine has endured substantial civilian casualties, infrastructure damage, and economic
disruptions. By December 2024, the United Nations reported 40,838 casualties, including 12,456 killed. Over 6.8
million people have fled abroad, and 3.6 million are internally displaced. Poverty rose by 1.8 million people in 2023
due to decreased employment and incomes. The third Ukraine Rapid Damage and Needs Assessment (RDNA3)!
estimated direct damage at nearly US$152 billion from February 2022 to December 2023, with reconstruction needs
at USS$486 billion, affecting housing, transport, commerce, agriculture, and energy most.

1 Ukraine - Third Rapid Damage and Needs Assessment (RDNA3) February 2022 — December 2023,
https://documents.worldbank.org/en/publication/documents-
reports/documentdetail/099021324115085807/p1801741beal2c012189cal6d95d8c2556a
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Ukraine has suffered disruptions in economic activity, but the economy has proven resilient. Following a contraction
in 2022, favorable economic developments—including a quick recovery of electricity supply, an exceptional harvest,
steady external assistance, and the reopening of maritime export routes—accelerated GDP growth to 5.3 percent in
2023, surpassing expectations. This recovery continued into 2024, with GDP expanding by 6.5 percent in Q1 and 3.7
percent in Q2. On the demand side, consumption remains the key growth driver, though exports have also benefited
from reduced logistics costs since late 2023, while investment shows signs of recovery due to government efforts to
quickly repair infrastructure. On the supply side, favorable climatic conditions and improved domestic input have
helped the agricultural sector. The industrial sector has proven resilient, even though attacks on generation
infrastructure, according to the International Energy Agency, reduced available capacity from 38 Gigawatts in January
2022 to just 12 Gigawatts by summer 2024. Countervailing these headwinds was the reopening of the Black Sea
corridor in summer 2023 and the increased capacity to import electricity, which have enabled sustained production.

Sectoral and Institutional Context

The criticality of transport for Ukraine’s economy

Ukrainian authorities have identified logistics and transport as a reform priority to accelerate growth. Transport is
a vital sector for Ukraine’s economy, directly contributing over 4 percent to total GDP in 2023 and accounting for 7
percent of production inputs. As such, the sector forms part of the authorities’ near-term growth strategy, which is
articulated in the White paper on immediate economic priorities for growth, presented for the Ukraine Recovery
Conference in Berlin in June 2024. This Paper outlines four target areas: (i) macroeconomic stability, (ii) addressing
binding near-term growth constraints in security, energy, access to markets, labor, and logistics, (iii) increasing
economic potential, and (iv) institutional alignment with the EU.

Ukraine's economy heavily relies on transport and logistics for trade. In the first 10 months of 2024, Ukrainian
exports reached USS$36.3 billion, surpassing 2023 totals. Over 110 million tons of goods were exported, with
agriculture accounting for about 67 million tons. The Ukrainian Black Sea corridor, established in August 2023,
facilitated 61 percent of these exports. Remaining goods were transported via the EU-supported Solidarity Lanes.
Complementing railways transport, road-based transport held roughly 30 percent of cargo and 20 percent of
passenger turnover.

The need to maintain road infrastructure

Ukraine has an extensive but largely undermaintained road network, including about 170,000 kilometers of roads,
with 30 percent being of state importance. Despite having a highway density (14.3 km/1,000 km?) comparable to the
EU average (19 km/1,000 km?), Ukraine scored only 2.4 out of 7 on the OECD perceived road quality index in 2018,
emphasizing the urgent need for infrastructure investments. In 2018, a World Bank study estimated that the main
state roads required US$700 million annually for capital repairs over ten years, plus USS500 million per year for
maintenance. ?

Since February 2022, Ukraine's transport infrastructure has been severely damaged, disrupting key import and
export routes. According to the RDNAS3, road infrastructure suffered the most, with 60 percent of transport sector
damages: 33 percent on state roads and bridges, 10 percent on local roads, and 17 percent on communal roads. The
total cost for road recovery and reconstruction is estimated at US$28.8 billion for state roads and US$6.0 billion for
local roads.

2 Strategy for Prioritization of Investments, Funding and Modernization of Ukraine’s Road Sector, World Bank 2018
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Ukraine’s road networks are critically exposed to natural hazards, with vulnerability risks escalating across nearly
all links due to climate change, resulting in substantial economic costs. Key threats include flooding, landslides,
extreme heat, heavy precipitation, and prolonged snowfalls. In June 2020, severe floods in Western Ukraine destroyed
150 km of highways and 83 bridges, while damaging an additional 582 km of highways and 220 bridges. Aging
infrastructure and poor maintenance exacerbate these vulnerabilities, with 95 percent of roads in unsatisfactory
condition, 41 percent needing repairs, and 17 percent categorized as poor. Furthermore, 54 percent of the country’s
16,200 bridges fail to meet standards. According to a road disruption analysis, which monetized the impacts of natural
hazard-induced disruptions, the closure of the E40/MO03 Kharkiv bypass is projected to cost of about EUR 500,000 per
day due to detours, delays, and higher fuel use of both passenger and freight transport. Disruptions on other critical
trade routes, such as the M-05 Kyiv-Odesa and the Lviv bypass, are also forecasted to cause delays and inefficiencies,
particularly during peak hazard events.

Revamping investment in roads is now critical to sustain Ukraine’s trade. Cumulating longer term and shorter causes,
the Ukraine road network is in such dire condition that the reliability of Ukraine’s logistics system is at stake.
Transportation and logistics costs increase exponentially as the condition of the infrastructure deteriorates, resulting
from lower speeds, higher operating costs and higher inventory costs. Predictability of shipments deteriorates, within
compounding impact in the global value chains that Ukraine’s exports are part of. Despite existing challenges, the
Agency for Restoration (AR) has managed to mobilize contractors for basic maintenance needs that the proposed
Delivering Resilient Infrastructure in Vulnerable Environments project (DRIVE) seeks supporting.

The need to modernize and reform the transport sector

Before February 2022, the road sector in Ukraine achieved important institutional changes. The establishment of
the Road Fund in 2018 improved resource predictability for road maintenance and development. Besides,
decentralizing local road management increased accountability and spending efficiency. In 2021, the government
launched the "Drive Ukraine 2030" National Transport Strategy to create a safe, efficient transport system integrated
into the global network, enhancing the competitiveness of the national economy.

Even after 2022, Ukraine has continued to implement several reforms to prepare recovery and reconstruction. In
2023, the State administration was restructured by establishing the Ministry for Communities and Territorial
Development (MCTD) and AR; a deputy prime minister for restoration was also appointed. Regional Administrations
(Oblasts) handle planning, international partners engagement, and project implementation. In the railways sector, an
important reform is in preparation to open-up railways services to competition.

Women and girls in Ukraine have considerable human capital that is not fully utilized in the labor market. There is
a 14-percentage point gender gap in employment, with 42.9 percent of women aged 15 and older employed compared
to 56.9 percent of men. Additionally, there are notable disparities in the sectors and types of jobs held by men and
women: women represent only 7 percent of the workforce in construction and 24 percent in transport and storage.
Current situation resulted in mobilization and military losses, which have further exacerbated the mismatch between
labor supply and demand, bringing skill shortages. In response, the Ukrainian government and its development
partners have launched programs to reskill workers and address the labor crisis.

Road sector modernization is incomplete. Three key priority areas include: (i) Improving road infrastructure
management ensuring a build back better approach, to improve climate resilience of the infrastructure based on
climate vulnerability context; (ii) developing private sector participation and enabling private capital, and (iii)
digitalizing road transport services.
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First, to improve road infrastructure management, it is essential to enhance the AR’s delivery capacity and the road
safety situation, while considering the climate vulnerability of infrastructure. This includes adopting a build-back-
better approach to address these vulnerabilities and increase road infrastructure resilience. Utilizing private
contractors for maintenance activities can potentially improve efficiency in road infrastructure management.
Developing internationally standardized roadworks contract templates, based on best international practices, is
important for streamlining road maintenance activities with climate risks and vulnerabilities principles. Reforming
relationships with roadworks contractors is also expected to result in better transparency and cost-effectiveness in
delivering roadworks.

Second, enabling private sector participation and capital is crucial for recovery and reconstruction, especially with
limited public budgets. The International Finance Corporation (IFC) estimates private sector opportunities in road
transport could reach US$19.9 billion with reforms, compared to only US$5.6 billion without them.® This includes
financing road infrastructure through user-pay mechanisms (tolling), private road concessions or Public Private
Partnerships; yet the legislation is not in place. Additionally, fair and transparent market access and professionalizing
the transport industry are essential, supporting IFC's engagement.

Third, digitizing the transport sector will enhance productivity and improve climate resilience. National Transport
Strategy of Ukraine 2021-2030 (NTSU 2030) aims to implement Intelligent Transport Systems, modernizing the
competitive process for interregional passenger transport services by introducing a digital system for fair contract
procurement for intercity bus services. This is expected to improve road-based public transport quality and encourage
a shift from private cars, helping mitigate climate change. For cargo transport, DRIVE will expand the eCherga (e-
gueueing) system, managed by AR, which facilitates faster border crossings for trucks and buses through online slot
booking. Launched in 2022, eCherga is already operational at 16 Border Crossing Points (BCPs) for trucks.

C. Proposed Development Objective(s)

Development Objective(s) (From PAD)

The Project Development Objective (PDO) is to improve the climate resilience of the national road network and
enable transport sector operational efficiency.

Key Results
The achievement of the PDO will be measured with the following results indicators:
e Resilience of the national road network: Direct users that benefit from improved access to sustainable
transport infrastructure and services (Number of people).
e Enable transport sector operational efficiency is covered through three complementary Pillars: (i) Improving
road infrastructure management, (ii) Developing private sector participation and enabling private capital, and
(iii) Digitalizing road-based transport services, with the following results indicators:
o Amended legislation on Standard contracts for roadworks is approved by Order of Minister for Restoration
(Yes/No);
o Draft law for charging of Heavy Goods Vehicles for the use of road infrastructure is submitted by the
Cabinet of Ministers of Ukraine to Verkhovna Rada (Yes/No);

3 Private Sector Opportunities for a Green and Resilient Reconstruction in Ukraine (IFC), 2023.
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o Amendment to the Resolution on the Procedure for Holding a Tender for the Transportation of Passengers
on a Public Bus Route is adopted by the Cabinet of Ministers of Ukraine (Yes/No).

D. Project Description

The DRIVE Project supports a part of the overall Government program in the transport sector under the NTSU 2030.
NTSU 2021-2030 was approved in April 2021 and an Action Plan was formulated to be implemented as the key
strategic document regulating Ukraine’s transport sector modernization. DRIVE focuses on repair and maintenance of
the existing network damages, aiming to the recovery phase.

Road infrastructure investments are paired with supporting reforms to enable the transport sector operational
efficiency. To support the sector reform and institutional strengthening, DRIVE is structured as an Investment Project
Financing associated with Performance-Based Conditions (PBCs). DRIVE is implemented under Investment Project
Financing (OP/BP 10.0) and the Rapid Response to Crises and Emergencies policies (OP/BP 8.00).

The total cost of the project is US$485 million, comprised of US$410 million of World Bank financing and USS$75
million of counterpart financing. World Bank financing includes: (i) US$106.25 million of IBRD resources through
credit enhancement from the Advancing Needed Credit Enhancement for Ukraine (ADVANCE Ukraine) Trust Fund
supported by the Government of Japan; (ii) US$293.75 million funded by the Special Program for Ukraine and Moldova
Recovery (SPUR) of the International Development Association (IDA) Crisis Facility on regular IBRD terms; and (iii)
USS$10 million grant from the Ukraine Relief, Recovery, Reconstruction and Reform Multi-Donor Trust Fund (URTF).

The DRIVE project includes the following three components.

Component 1: National Road Network Routine Preservation (US$360 million IBRD/IDA)

This component finances the design, execution and supervision works for road preservation on the national
network of Ukraine. The scope of financing covers about 50 roadworks contracts aiming at highway preservation,
maintenance and repairs. Roadworks activities under selected contracts are undertaken across the Government-
controlled territory of Ukraine — around 19 regions (oblasts). Yet, the Kyivska, Chernihivska, Kharkivska and Odeska
oblasts, strongly impacted by destruction, concentrate around half the Project activities.

Contracts under Subcomponent 1.1 (US$270 million IBRD/IDA) aim at keeping roads in good operational condition,
including that all road safety elements are in place, and, to some extent, the climate resiliency of infrastructure is
improved. In total, roadworks under selected contracts cover an extension of about 14,800 km and include the
following types of activities: operational maintenance, routine minor repairs, bridge capital repairs, road capital
repairs.

To enable the transport sector operational efficiency, the disbursement of funds under Subcomponent 1.2 (US$90
million IBRD/IDA) will be conditional on defined Performance-Based Conditions (PBCs) having been met. Selected
PBCs support key areas of reform and institutional strengthening of the transport sector, aiming not only at further
sustainability of the Component 1 investments but also to at supporting vital transport services that use road
infrastructure. Operational efficiency is covered through the three complementary Pillars described below.

Pillar 1: Improving road infrastructure management following the build back better approach. Covering selected AR
practices and standards to manage roads, Results Area 1 aims to strengthen the quality delivery of State road
infrastructure.
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Pillar 2: Developing private sector participation and enabling private capital. This Results Area supports creating
missing regulatory support to enable private sector participation in road infrastructure and road-based transport
services. They are aligned with the IFC engagement in Ukraine and support the Private Capital Enabling tag of the
Project.

Pillar 3: Digitalizing road-based transport services. This Results Area support creating missing regulatory support for
Private Capital Enhancement and governance reforms to attract investments for recovery and facilitate Ukraine’s path
to EU accession.

Component 2: National Road Network Periodic Preservation (USS39 million IBRD/IDA)

Subcomponent 2.1, Installation of emergency modular road bridges (US$3 million), aims at restoring connectivity
where road bridges have been damaged or destroyed. This subcomponent finances the design and works for the
installation of modular emergency bridges on national roads; the procurement and supply of these modular road
bridges were carried out through the Repairing Essential Logistics Infrastructure and Network Connectivity project
(RELINC) Project.?

Subcomponent 2.2, Climate-smart Preservation of key network links (US$36 million) finances the capital repair of
selected road sections to access Border Crossing Points (BCPs) aiming at enhancing their climate resilience. Specific
climate vulnerability assessment will be undertaken for the designated sections. Designs will be informed by these
assessments and will incorporate the required additional climate resilience measures. Subcomponent 2.2 will finance
the engineering designs, construction, and quality assurance of related road infrastructure.

Component 3: Technical assistance and Project management (USS$10 million URTF Grant)

Subcomponent 3.1, Technical assistance and projects designs (US$9 million) complements the investment-focused
components. Subcomponent 3.1 finances a set of engineering designs for State Road repairs, as well as technical
assistance activities. This Subcomponent is forward-looking, aiming at both preparing downstream investment
(engineering designs and project documentation) and at supporting the implementation of activities related to the
strengthening of the road sector (technical assistance).

On technical assistance, Subcomponent 3.1 finances three activities: (i) Consulting services and training for the
institutional strengthening of AR regional divisions. (ii) Consulting services to support AR and MCTD in developing the
required analytical work to achieve agreed PBCs. (iii) Consulting services for a feasibility assessment to amend the
procurement legislation related to standard agreements for public roadworks to make them more gender-responsive.

Subcomponent 3.2, Project Management (USS1 million), finances eligible expenses to support Project
implementation. This includes external consultancy expertise to support Project implementation and operating costs.
The Project will be implemented by the Agency for Restoration employees, and they may benefit from capacity
building and selected additional expert support in procurement, financial management, environmental and social
safeguards and annual program planning. This subcomponent will also finance the Project audits and the independent
verification of PBCs.

Fostering the gender agenda in the transportation sector, Subcomponent 3.2 will also finance three to six-month paid
internships to female students in their final year and recent graduates within the MCDT, AR, as well as selected firms
engaged in road maintenance and rehabilitation design/work.

4 Repairing Essential Logistics Infrastructure and Network Connectivity project, World Bank project P180318

Page 7



The World Bank
Delivering Resilient Infrastructure in Vulnerable Environments in Ukraine (P504999)

Legal Operational Policies Triggered?
Projects on International Waterways OP 7.50 No
Projects in Disputed Area OP 7.60 No

Summary of Screening of Environmental and Social Risks and Impacts

The Project ES Risk is collectively assessed as Substantial. Project risks include typical construction-related issues
such as dust, noise, disturbance, transportation of heavy goods and equipment, pollution, waste, and impacts on
biodiversity and protected areas (including potential impact on aquatic ecosystems, vegetation clearance and habitat
fragmentation). Operational impacts include dust, noise, and soil and groundwater salinization from road salt used as
a de-icing agent. Social risks and impacts are mainly linked to project-related civil works, lack of workers' awareness
on occupational health and safety, and threats from Explosives and Remnants of War and aerial attacks. These risks
are site-specific and temporary but can be worsened by military actions, adding extreme uncertainty and risk of fatality
or serious injury to workers and nearby communities.

A Sector-wide Environmental and Special Management Framework (ESMF) for the transport sector of Ukraine is being
prepared under RELINC project — Terms of References cleared by the Bank, ESMF is to be delivered prior to Project
Effective date. The ESMF will cover procedures for assessment and mitigation of these risks. Site-specific instruments
(such as Environmental and Social Impact Assessment, Environmental and Social Management Plans, Environmental
and Social management Checklists etc.) will be prepared prior to start of civil works on respective sites. The ESMP for
Subcomponent 2.1 has been prepared by the Borrower and reviewed by the Bank. The maintenance contracts subject
to retroactive financing under Component 1 are being audited for compliance with ESF requirements and audit report
will be submitted for banks review prior to disbursement of financing for corresponding activities.

Other social risks include potential land allocation necessary for installation on bridges and reconstruction of road
infrastructure. These risks, relevant assessments and mitigation measures will be covered by the project Resettlement
Policy Framework (RPF) to be prepared before project effectiveness and site-specific Resettlement Action Plans to be
prepared prior to start of civil works on respective sites. Ongoing circumstances have led to risks including enhanced
occupational health and safety concerns, potential health and safety incidents for the community and workers, and
issues with Explosive Remnants of War (ERW), decontamination, and demining. These risks will be covered by site-
specific Emergency Preparedness and Response Plans to be embedded in the site-specific ES instruments.

Preventative measures for emergency conditions will be detailed in the project's Environmental and Social
Commitment Plan (ESCP) and Project Operations Manual (POM). However, the volatile context is beyond the control
of implementing agencies. Safety issues hinder the Borrower’s and Bank’s ability to supervise project activities,
necessitating reliance on existing ES instruments and the ES capacity of implementing parties. It is crucial to engage
and retain a trained environmental specialist and social specialist in PMU to screen, assess, and manage environmental
and social impacts related to infrastructure repairs and reconstruction and to provide ESF-related guidance to local
implementing parties.
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E. Implementation

Institutional and Implementation Arrangements

The Ministry for Communities and Territorial Development of Ukraine (MCTD) will oversee the State Agency for
Restoration and Development of Infrastructure of Ukraine (AR) in delivering the Project. MCTD has assigned a
Deputy Minister to lead overall project activities. This overall arrangement directly builds on the institutional and
implementation mechanisms established by MCTD for the coordination of World Bank-funded RELINC and HOPE
Projects. A subsidiary agreement will formalize the respective roles and responsibilities of MCTD and AR; the
subsidiary agreement will be a condition of financing effectiveness.

The State Agency for Restoration and Development of Infrastructure of Ukraine (AR) will be the implementation
agency of the Project. Within AR, the existing Project Management Unit (PMU), that has extensive experience of
working effectively with the Bank and other IFl supported projects and the associated fiduciary, environmental, social,
and technical requirements that they entail, will be in charge of Project implementation: planning resources,
procurement implementation, fiduciary management of contracts, implementing and monitoring Environmental and
Social compliance of Project activities, and reporting to the World Bank on Project activities. The Project Management
Unit will be comprised of, at minimum: a Head, a technical specialist (engineers), a procurement specialist, a financial
management specialist, an environmental specialist and a social specialist. All these specialists will be familiar with
World Bank or IFI policies and procedures. These specialists could be supplemented by, as needed, other experts.

MCTD will be responsible for implementing changes to the legal framework necessary to achieve the PBCs. With
support from AR, MCTD will take the lead in drafting the legal acts required to fulfill the PBCs outlined in the Results
Framework. MCTD will adopt the necessary resolutions and submit the draft legal acts to the Cabinet of Ministers of
Ukraine, along with the relevant documentation to support the adoption of respective laws by the Parliament of
Ukraine.

The Project Management Unit will also rely on AR’s Regional Services to implement the Project. AR’s Regional
Services are direct subsidiaries of AR and will act as Employers for all roadworks contracts under Component 1; as
such, AR’s Regional Services will conduct the supervision and financial management of roadworks contracts; they will
report monthly to the PMU on the status of contracts implementation.
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