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SUMMARY OF PROPOSED FINANCING AND PROGRAM

BASIC INFORMATION

Operation ID Programmatic If programmatic, position in series

P506463 Yes 2nd in a series of 2

Proposed Development Objective(s)

The objectives of the operation are to (i) strengthen the economic policy framework to facilitate a structural shift
towards sustainable growth; and (ii) enhance macro-financial stability to create a growth-conducive environment.

Organizations

Borrower: Ukraine

Contact Title Telephone No. Email

Denys Ulyutin First Deputy Minister 380442015630 ulyutin@minfin.gov.ua
Implementing Agency: Ministry of Finance of Ukraine

Contact Title Telephone No. Email

Denys Ulyutin First Deputy Minister 380442015630 ulyutin@minfin.gov.ua

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)? Yes
SUMMARY
Total Financing 2,051.00

DETAILS
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World Bank Group Financing

International Bank for Reconstruction and Development (IBRD) 1,051.00

Non-World Bank Group Financing

Trust Funds 1,000.00
Trust Funds 1,000.00
PRACTICE AREA(S)
Practice Area (Lead) Contributing Practice Areas

Transport; Poverty and Equity; Infrastructure, PPP's &

Macroeconomics, Trade and Investment .
Guarantees; Agriculture and Food

CLIMATE

Climate Change and Disaster Screening

Yes, it has been screened and the results are discussed in the Operation Document

OVERALL RISK RATING
Overall Risk ® High
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RESULTS

Baseline

| Closing Period

Strengthening the economic policy framework to facilitate a structural shift towards sustainable growth.

Total dividends paid by State-Owned Enterprises to the Government. (Number)

Dec/2023 Dec/2026
UAH 35.1 bn UAH 50 bn
Appointment of independent sales adviser (Yes/No)

Dec/2023 Dec/2026
No Yes
Renewable energy capacity enabled with policy support (Megawatt) <®!
Dec/2023 Dec/2026
0 350
Percent of biomethane production exported. (Percentage)

Dec/2023 Dec/2026
0 10

Value of financing facilitated via agrarian notes. (Amount(USD))

Dec/2023 Dec/2026
0 USS75 million, at least US$15 million of which accrues to female

farmers and female-headed and female-owned firms

Outstanding credit to the agricultural sector. (Number)

Dec/2023 Dec/2026

UAH 116 billion UAH 150 billion

Share of new loans supported through the 5-7-9 program allocated to SMEs (Percentage)

Dec/2023 Dec/2026

95 percent 100 percent, 20 percent of which accrue to female-headed and

female-owned firms and female farmers

Number of cases successfully using preventive restructuring procedures. (Number)

Dec/2023 Dec/2026

0 10 total

NSSMC's governance, powers, and oversight framework in compliance with 10SCO principles (Yes/No)
Dec/2023 Dec/2026

No Yes

Score on the Customs Logistics Performance Index. (Number)

Dec/2023 Dec/2026

2.40 2.90

Enhancing macro-financial stability to create a growth-conducive environment.

General government (consolidated, including social security contributions) tax revenue and excise tax revenue (% of GDP) (Percentage)

Dec/2023

Dec/2026

32.6,2.9

36.9, 3.8

Percentage of procurement procedures scrutinized by the State Au
(Percentage)

dit Services (SAS) from the procedures identified with red flags.

Dec/2023

Dec/2026

11.50

20, subject to a maximum of 2,300 scrutinization procedures per
year
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IBRD PROGRAM DOCUMENT FOR A PROPOSED LOAN TO UKRAINE

I. COUNTRY CONTEXT AND OPERATION SUMMARY

1. The proposed Second Growth Foundations Development Policy Operation (DPO) supports the authorities’ efforts
to (i) strengthen the economic policy framework to facilitate a structural shift towards sustainable growth, and (ii)
enhance macro-financial stability to create a growth-conducive environment. This is the second operation in a
programmatic series of two and provides financing of US$1.051 billion using International Bank for Reconstruction and
Development (IBRD) resources credit-enhanced through the Advancing Needed Credit Enhancement (ADVANCE) Ukraine
Trust Fund, supported by the Ministry of Finance of Japan and the Government of the United Kingdom (UK).:
Disbursement of the portion of the loan guaranteed by the UK is subject to the signing of the guarantee agreement
between the World Bank and the UK. The portion of the loan amount supported by the credit enhancement is subject to
the deposit of the equivalent amount of promissory notes by the Ministry of Finance of Japan into the ADVANCE Ukraine
Trust Fund. Ukraine’s Ministry of Finance has agreed with the Ministry of Finance of Japan on a partial? capitalization of
interest accruing and fees due under the terms of the loan for the proposed operation for the period for which the
operation is active, which would be paid out of the proceeds of the loan and reduce the disbursed amount. This operation
is also financed by a USS1 billion grant from the “Facilitation of Resources to Invest in Strengthening” (FORTIS) Ukraine
Financial Intermediary Fund.

2. Russia’s invasion of Ukraine continues to impose an immense human and economic toll. As of September 2024,
the United Nations (UN) reports that 11,973 civilians, including 650 children, have been killed and more than 25,900 have
been injured since February 24, 2022. To date, over 6.3 million people have fled abroad and 3.7 million remain internally
displaced (according to the Office of the United Nations High Commissioner for Refugees).® It is estimated that an
additional 1.8 million people have fallen into poverty (as measured by the national poverty line) between 2020 and 2023
due to reduced employment and incomes. Renewed attacks on the energy infrastructure in mid-2024 have resulted in
more than half of Ukraine’s energy generation capacity being damaged, destroyed, or not under the authorities’ control,
impacting households and industrial capacity.

3. Despite these adversities, the authorities have stabilized the economy and maintained a line of sight to the
country’s development ambitions, which are centered around its European Union (EU) accession. Ukraine has been
able to maintain macroeconomic stability since February 2022, controlling inflation, maintaining a stable currency,
financing critical social expenditure, and accumulating a buffer of foreign exchange reserves. The private sector has also
remained resilient, aided by continued strong domestic demand and signified by recent output recoveries in the
agricultural and industrial sectors. The receipt of external aid — including an expected US$41.4 billion in 2024 — has been
instrumental to this achievement. Concurrently, the country has advanced significantly on its ambition for EU accession,
which culminated in the formal opening of negotiations in June 2024. Despite the significant achievements to date,
Ukraine’s path to EU accession hinges on compliance with the EU’s Copenhagen criteria. These include economic criteria
which, to be met, require structural reforms to enable a functioning market economy, as well as a demonstration that
Ukraine has the economic fundamentals to achieve competitiveness within the EU. With a GDP per capita of only 22
percent of the EU’s average,* significantly lower than other recent accession countries at the time of their accession, a
central imperative is accelerating the country’s growth.

11BRD is and will remain the lender of record for this operation and this claim will not be part of any future debt treatment.

2 0Only the part of the IBRD financing that is credit enhanced through the ADVANCE Ukraine trust fund will be subject to interest rate capitalization.
In addition, interest capitalization will only apply while the operation is active.

3 https://reporting.unhcr.org/operational/situations/ukraine-
situation#:~:text=Millions%200f%20people%20will%20remain,refugees%20forecasted%20across%20the%20region.

4 Measured using GDP per capita in purchasing-power parity (PPP) terms.
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4. Recognizing the importance of increasing growth, the authorities, together with their international partners, have
embarked on an ambitious reform agenda. This agenda aims to simultaneously achieve four outcomes: (i) maintaining
macroeconomic stability, (ii) accelerating short-term growth through targeted interventions, (iii) strengthening
institutional alignment with the EU, and (iv) increasing the country’s medium-term potential growth. Development
partner support has been strategically aligned with these areas. The International Monetary Fund (IMF) is supporting a
48-month USS$15.6 billion Extended Fund Facility (EFF) program focused on maintaining economic stability. The EU,
through the accession negotiation process and the 4-year, EUR50 billion “Ukraine Facility”, supports improved
institutional alignment with the EU. The World Bank Group (WBG), in close collaboration with and with the financial
support from other development multilateral and bilateral partners, has been acting as an advisor to the authorities on
structural growth issues and has played a pivotal role in helping mitigate adverse impacts since February 2022.

5. This operation and the programmatic series are structured around two pillars designed to enhance Ukraine’s
growth potential:

= Pillar 1 aims to strengthen the economic policy framework to facilitate a structural shift towards sustainable
growth. This pillar targets four proximate drivers of growth: productivity, energy, capital, and access to markets. To
enhance productivity, this operation supports reforms to open markets for private participation and reduce the anti-
competitive impact of State-Owned Enterprises (SOEs). This includes the submission to Parliament of an updated law on
railway transport which, when enacted, will unbundle the state-owned railway company, which is currently a vertically
integrated monopoly, and thus enable competition and, eventually, attract private investment and participation to the
sector. This pillar also supports the enactment of a law that defines the institutional parameters for the privatization of
state-owned banks (SOBs), which currently dominate the financial sector. This pillar also contains reforms to incentivize
investments in renewable energy, an important driver of sustainable productivity increases. Reforms to encourage capital
accumulation and production resilience focus on the agricultural sector by fully operationalizing the State Agrarian
Registry to make it accessible to banks to enable mortgage lending and swift support in case of climate shocks. In addition,
two capital market reforms supported under this pillar (i) enable a process of orderly restructuring to prevent bankruptcy
and (ii) enhance the regulation of credit rating agencies. To enable access to export markets, this operation supports the
enactment of a law that enhances selection procedures for the head of customs to strengthen integrity and professional
competency.

=  Pillar 2 focuses on enhancing macro-financial stability to create a growth-conducive environment. This pillar
supports reforms that enable growth through their contribution to macro-financial stability. This includes, first, efforts
to strengthen domestic revenue in an economically efficient and equitable manner, to allow Ukraine to meet its binding
fiscal needs while creating minimal economic distortions. Supported reforms include an increase in the excise rates on
motor fuels to align with EU levels which, in addition to generating revenue, also contributes to the internalization of
externalities from fossil fuel combustion. In addition, this pillar supports the publication of updated land valuations
obtained from a mass valuation pilot, an important step towards improving the alignment of land valuations with their
true market value, thus closing a tax gap. Second, this pillar supports efforts to enhance procurement integrity through
the operationalization of an updated risk indicator system and updated procurement legislation to enable more efficient
access for private companies and maximize growth spillovers from public spending.

6. The operation complements the WBG’s portfolio in Ukraine, is informed by recent analytical work, and is aligned
with the WBG’s strategic priorities. The WBG's recent operational engagement has combined the provision of support
to maintain public services with complementary operations that provide financing against results for institution
strengthening and improved service delivery in social and infrastructure sectors. For instance, the Resilient, Inclusive and
Sustainable Enterprise (RISE) Program-for-Results (PforR) project is helping improve private firm support programs,
complementing this DPQ’s focus on legislative reforms that support growth. The Supporting Reconstruction through
Smart Fiscal Governance (SURGE) PforR enables improved governance processes for capital expenditures and public
financial management (PFM), complementing the second pillar of this operation. Other operations in the education,
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health, and social protection sectors meet Ukraine’s critical social needs and institutions development objectives. This
DPO is also informed by recent World Bank analytical work, including the “Restoring Ukraine’s Economic Growth”
analytical activity which identified productivity-enhancing reform priorities in the railway and banking sectors, technical
assistance to conceptualize and monitor growth-critical reforms as part of the “reform matrix”, trust-funded work on
land governance that informed reforms in the agricultural sector, support to the development of a “National Revenue
Strategy” (which identified land valuation and excise tax increases as priority reforms) and technical assistance on public
procurement. The DPO is also aligned with the WBG Strategy for Fragility, Conflict, and Violence (FCV) 2020-25 and the
WBG'’s Global Crisis Response Framework that highlights the importance of remaining engaged during conflict and crisis
situations to preserve hard-won development gains, protect essential institutional capacity, and ensure readiness for
recovery and reconstruction.

7. Disaster and climate-related shocks pose a major challenge to sustainable social and economic development in
Ukraine. The country is exposed to various natural hazards and continues to remain highly vulnerable to
hydrometeorological risks. Climate change is already impacting the country, with a notable warming trend over the past
60 years. These changes in weather patterns are manifesting in more frequent and severe droughts and floods events,
causing significant asset losses with cascading effects, hindering economic growth and undermining macroeconomic
stability. Projected temperature increases and more frequent heatwaves will further strain agriculture, leading to
reduced crop vyields, and increased pests and diseases impacting crops and livestock. The reconstruction and recovery
efforts present an opportunity to integrate low-carbon technologies and nature-based solutions to increase climate
mitigation and adaptation, and resilience.

Il. MACROECONOMIC POLICY FRAMEWORK

8. The macroeconomic policy framework is assessed to be adequate for the proposed operation, conditional on the
receipt of the assured external concessional financing. Ukraine’s authorities have demonstrated a commitment to
prudent macroeconomic policies aimed at stability and growth. This is witnessed by its performance under the IMF EFF
program, which remains on track; continued efforts to undertake structural reforms to support growth, as demonstrated
through this programmatic DPO engagement; efforts to proactively raise domestic revenues, as evidenced by policy
actions supported under this DPO, the approval of the National Revenue Strategy, and recent parliamentary efforts to
pass a tax reform bill; and significant progress in advancing EU accession, as evidenced by the commencement of
negotiations in mid-2024. Ukraine’s macroeconomic indicators have remained sound, with a solid growth recovery, stable
inflation and forex reserve levels, and a successful closure of financing needs to date. These achievements
notwithstanding, the adequacy of Ukraine’s macroeconomic policy framework depends largely on factors outside of the
authorities’ control, including the receipt of external assistance to close financing needs, geopolitical conditions, and the
future evolution of active hostilities.

A. Recent Economic Developments

9. Ukraine’s economy continues to recover, proving resilient to prolonged hostilities and targeted attacks. Favorable
economic developments—including a strong 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,
albeit at a slower pace, with GDP expanding by 6.5 percentin 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 availability increased agricultural yields in 2023. Despite a
drier climate in 2024, high-frequency indicators suggest only a modest reduction in yields, supported by access to
fertilizer and subsidized credit. The industrial sector has proven resilient, even though attacks on generation
infrastructure, according to the International Energy Agency, reduced available capacity from 38 Giga Watt (GW) in
January 2022 to just 12 GW by summer 2024. Countervailing these headwinds was the reopening of the Black Sea corridor
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in late 2023 and the increased capacity to import electricity, which have enabled sustained production and increased
steel production to hit its highest level since February 2022 in May 2024, with capacity utilization rising from 20 percent
in 2022 to 75 percent in the first half of 2024. In the services sector, domestic trade remains dominant, bolstered by
strong private and public consumption, while a revival in construction, particularly in housing, has also contributed to
growth.

10. Defense spending remains Ukraine’s main expenditure driver, as prolonged hostilities necessitated a budget
revision and the introduction of additional tax revenue sources in late 2024. In 2023, Ukraine's defense spending
accounted for 32 percent of GDP, contributing to total expenditure of 74.4 percent of GDP and a fiscal deficit (excluding
grants) of 26.1 percent of GDP. A similar pattern emerged in 2024, with defense spending reaching UAH1.3 trillion by the
end of August, 6 percent more than in the same period in 2023, and total expenditure estimated at 63.7 percent of GDP
for the whole year. Meanwhile, tax revenue performance has been strong, increasing by a nominal 30 percent year-on-
year as of August 2024. This growth was driven by robust corporate income tax collections, bolstered by an extraordinary
tax rate applied to banks, and high indirect tax revenues, due to domestic consumption growth and increased excise
rates. These gains helped offset a decline in non-tax revenues from reduced profit transfers by the National Bank of
Ukraine (NBU) and contributed to a modestly lower fiscal deficit by the end of August compared to the same period the
previous year. However, as the original budget for 2024 had assumed a more moderate deficit path, based on an
assumption of lower defense spending, a budget revision in September that increased primary expenditure by about
UAH450 billion became necessary. The amendment proposed financing this through increased domestic borrowing and
tax rate hikes, including on (i) the military tax, and (ii) banks” and non-bank financial institutions’ income. When enacted,
these measures are expected to raise UAH141 billion, or approximately 1.6 percent of GDP, in 2025.

Table 1. Key Macroeconomic Indicators

2021 2022 2023  2024e  2025p  2026p _ 2027p

Annual percentage change
National Accounts

GDP at constant prices 3.4 -28.8 5.3 3.2 2.0 7.0 5.0
Consumption 6.9 -27.9 6.2 2.7 4.3 6.5 4.0
Investment 9.1 -33.9 52.9 15.0 11.7 26.7 14.3
Exports of goods and services -8.6 -42.0 -5.4 7.2 49 8.6 5.3
Imports of goods and services 14.2 -17.4 8.5 9.1 9.8 11.3 8.2

Sectoral dynamics

Agriculture 14.4 -25.2 7.6 -6.0 -3.0 5.0 5.1
Industry 7.2 -42.7 4.7 5.0 3.5 10.0 16.8
Services 0.5 -24.7 5.0 4.4 2.5 6.5 1.9

Inflation
GDP deflator 24.8 349 18.5 12.0 10.5 8.0 6.0
Consumer prices (eop) 10.0 26.6 5.1 9.3 8.2 6.5 5.0

Selected monetary account
Broad money (M2) money 12.0 20.8 23.0 15.4 13.3 12.1 10.7
Credit to non-government 8.4 -3.1 -0.5 9.0 12.7 20.5 22.4

External sector
Exports fob 34.3 -29.4 -11.2 9.6 5.2 15.7 11.4
Imports fob 33.4 -1.1 6.7 4.7 5.6 2.0 3.8

Percent of GDP

External sector
Exports fob 40.8 35.8 28.7 30.5 31.1 32.4 33.7
Imports fob 42.1 51.8 49.9 50.6 51.9 47.6 46.1
Current account balance (incl. grants) -1.9 5.0 -5.4 -7.4 -13.3 -9.5 -6.3
Foreign Direct Investment (net) 3.8 0.1 2.6 2.1 2.1 4.2 4.7

Fiscal Accounts
Total revenue and grants 36.5 49.8 54.8 45.0 40.1 39.7 41.3
Total expenditure and net lending 40.5 65.4 74.4 63.7 59.3 49.1 43.9
Gen. Gov't Balance (incl. grants) -4.0 -15.6 -19.6 -18.7 -19.2 9.4 -2.6
Gen. Gov't Balance (excl. grants) -4.0 -24.8 -26.1 -24.5 -20.1 -9.7 -3.7
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PPG Debt (eop) 49.0 77.7 84.4 97.2 104.9 107.0 101.9
Memorandum items
Gross reserves (USS billions, EOP) 30.9 28.5 40.5 43.5 45.8 47.4 49.6
In months of next year’s imports 4.5 3.9 5.2 5.3 5.5 5.5 5.4
Nominal GDP (UAH billion) 5,451 5,239 6,538 7,555 8,520 9,844 10,953

Source: World Bank Staff estimates, NBU, MOF, Statistics Office.

11. External concessional loans remain the main mechanism used to finance the budget deficit, providing much
needed financing but also contributing to a growing debt stock. The high financing needs since February 2022 have
added to the country’s debt stock, with public and publicly guaranteed (PPG) debt at the end of 2024 expected to reach
97.2 percent of GDP. The authorities completed an exchange of their outstanding Eurobonds in August 2024, which
reduced the outstanding nominal amounts by between 24 and 36 percent (depending on the realization of a contingent
instrument), deferred most amortization payments to post-2033, and reduced near-term interest expenditures. Good
progress has been made towards completion of treatments of non-Eurobond private debt, including outstanding GDP
warrants and commercial loans, and of official bilateral debt, although these are still pending. Official bilateral debt is
subject to a standstill during the IMF program. Official bilateral creditors have provided assurances to restructure their
claims before the final review of the IMF program to restore debt sustainability.

12. The NBU adjusted monetary policy in 2023 which contributed to increased market-determination of the exchange
rate, while inflation continued to be dominated by supply-side factors. After maintaining a pegged exchange rate from
February 2022 to October 2023, the NBU adjusted its monetary policy to a regime of managed flexibility. This approach
was further refined in September 2024, when the NBU council adopted new monetary policy guidelines that reintroduced
flexible inflation targeting, albeit with a longer horizon than before February 2022. The NBU now aims to return to the 5
percent inflation target within three years, compared to the previous 9 to 18 months. Alongside this policy shift, the NBU
gradually reduced nominal policy rates, from a peak of 25 percent in early 2023 to 13 percent currently. These factors
contributed to a gradual depreciation of the exchange rate, from UAH36.57 per USS in October 2023 to UAH41.2 per USS
today. Inflation declined throughout 2023 and early 2024, from 26.6 percent at the end of 2022 to 3.2 percent in April
2024, driven by conducive supply-side factors, including high domestic food output and the maintenance of fixed energy
tariffs. Since then, higher energy prices and their pass-through have increased inflation to 9.7 percent in October. Lower
agricultural output compared to 2023, an increased share of domestic output exported, and the gradual depreciation of
the exchange rate also contributed to the rise in inflation.

Table 2. Key Fiscal Indicators, percent of GDP

2020 2021 2022 2023 2024e 2025p 2026p 2027p

Total revenue and grants 41.0 36.5 49.8 54.8 45.0 40.1 39.7 41.3
Revenue 41.0 36.5 40.6 48.3 39.3 39.2 39.4 40.2
Tax revenue 35.3 33.5 34.0 32.6 36.0 35.9 36.9 37.7
Personal Income tax 7.2 6.4 8.0 7.6 8.1 8.5 8.4 8.4
Corporate profit tax 2.9 3.0 2.5 2.4 3.5 2.7 2.6 2.6
Social security contributions 7.3 6.6 8.2 7.5 7.5 7.0 7.1 7.0
Property tax 0.9 0.8 0.7 0.7 0.6 0.7 0.5 0.5

VAT 9.8 9.8 8.9 8.9 10.5 10.7 11.6 12.3
Excise tax 3.8 3.3 2.2 2.9 3.1 3.8 3.8 4.0
Taxes on international trade 0.7 0.7 0.5 0.6 0.6 0.7 0.7 0.8
Other taxes 2.6 2.9 3.0 2.1 2.0 1.8 2.1 2.1
Non-tax revenue 5.7 3.0 6.6 15.6 3.3 3.4 2.5 2.5
Grants 0.0 0.0 9.2 6.5 5.8 0.9 0.3 1.1
Total expenditures 47.0 40.5 65.4 74.4 63.7 59.3 49.1 439
Current expenditures 42.9 36.6 63.0 69.8 60.5 54.2 45.3 39.4
Wages and compensation 11.0 9.5 23.7 22.6 20.9 18.8 14.9 10.2
Goods and services 9.4 8.9 16.2 25.6 12.7 8.8 6.9 6.5
Interest payments 3.0 2.8 3.1 3.9 5.0 5.7 3.7 3.5
Subsidies to corporations 3.3 2.1 2.5 2.4 6.0 7.2 5.2 3.4
Social benefits 16.2 13.3 17.5 15.2 15.7 13.7 14.6 15.8
Pensions 11.9 9.5 11.1 114 11.5 10.1 9.9 9.8
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Social welfare 4.3 3.8 6.4 3.8 4.2 3.6 4.7 6.0

Other current expenditures 0.1 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Capital expenditures 4.1 3.8 2.5 4.8 2.4 4.2 4.3 5.0
Reserve fund 0.0 0.0 0.0 0.0 0.6 0.5 -1.0 -1.0
Net lending 0.0 0.1 0.0 -0.1 0.3 0.5 0.4 0.4
Overall fiscal balance (incl. grants) -6.0 -4.0 -15.6 -19.6 -18.7 -19.2 -9.4 -2.6
Primary balance -3.0 -1.1 -12.5 -15.7 -13.7 -13.5 -5.7 0.9
Overall fiscal balance (excl. grants) -6.0 -4.0 -24.8 -26.1 -24.5 -20.1 -9.7 -3.7
Financing 5.9 4.0 15.8 19.6 18.7 19.2 9.4 2.6
Domestic (Net) 3.9 1.6 5.0 3.1 3.5 1.0 0.8 -0.6
External (Net) 2.0 2.4 10.7 16.5 15.2 18.3 8.7 3.2

Source: MOF, World Bank Staff estimates.

13. Declining grant receipts outweighed the impact of a slightly narrowing trade deficit on the current account.
Ukraine’s trade deficit at the end of August 2024 stood at US$22.1 billion, USS$2.3 billion less than in the same period one
year earlier. Contributing to this was a US$2.2 billion merchandise export expansion, as agricultural, mineral, chemical,
and metal products benefited from reduced logistics costs and improved maritime export opportunities. Service imports
declined by USS$2.2 billion, driven by reduced personal travel imports and fewer government service purchases abroad.
Merchandise import demand, by contrast, remained strong, growing by USS$2.6 billion over the same period, driven
primarily by machinery imports and imports of energy since May. By the end of August, grant receipts in 2024 were
USS$2.8 billion lower compared to the same period in 2023 which, together with a stark reduction of income from
Ukrainians working abroad, widened the current account deficit by 66 percent to USS8.5 billion. At the end of the year,
the current account deficit is projected to continue widening to US$13.6 billion (or 7.4 percent of GDP). The current
account deficit is financed primarily by external borrowing by the government, which resulted in cumulative gross inflows
of USS$14 billion through August 2024. Net FDI inflows of US$3.2 billion also provided current account financing, as did a
small forex reserve drawdown of US$489 million. Reserves stood at US$36.6 billion at the end of October and have
provided an important macroeconomic buffer.

Table 3. PPG Debt Stock and Debt Service

Debt Stock (end of period) Debt Service (Principal and Interest)
2023 2024 2025 2024 2025
n ISISIQO” PerTcoetr;tI of Zir(;i):’t in million USS (Percent of GDP)

Total PPG Debt 145,317 100.0 84.4 19,928 20,742 10.8 11.0
Domestic Debt 43,612 30.0 25.3 14,402 14,380 7.8 7.6
External Debt 101,705 70.0 59.1 5,526 6,363 3.0 3.4

Multilateral creditors 67,878 46.7 39.4 5,027 5,860 2.7 3.1

Bilateral Creditors 6,953 4.8 4.0 18 82 0.0 0.0

Commercial Creditors 26,874 18.5 15.6 480 421 0.3 0.2
Memo items

SOE guaranteed external debt 1,525 1.0 0.9

External Arrears 4,861 . 2.7

UAH per USS: Official (EOP) 38.0 .

Source: MOF, staff calculations. Note: Debt Service doesn't include guaranteed debt payments.

Table 4. Balance of Payments, Financing Requirements and Sources, US$ billion

2021 2022 2023 2024e 2025p 2026p  2027p

Financing Requirements 21.7 19.9 30.8 37.3 42.8 35.6 25.1
Current account deficit ("-" is surplus) 3.9 -8.0 9.7 13.6 25.2 20.1 14.2
Public debt repayment 6.6 4.9 5.8 45 4.1 3.8 4.5
IMF 1.4 2.1 2.5 2.4 2.3 2.0 2.0
Other official 5.2 2.8 3.3 2.1 1.8 1.8 2.5
Private debt repayment 3.3 2.0 3.8 4.4 3.0 3.2 1.4
Other net capital outflows (change in net foreign assets) 7.9 21.0 11.5 14.8 10.5 8.5 5.0
Financing Sources 21.7 19.9 30.8 37.3 42.8 35.6 25.1
FDI (net) 7.5 0.2 4.7 3.8 4.0 8.9 10.7
Public borrowings 104 19.2 33.7 325 37.7 23.8 10.8

Page 6



The World Bank
Second Growth Foundation Development Policy Operation (P506463)

IMF 0.7 2.7 4.5 5.3 2.7 1.9 1.1
Other including project financing 9.7 16.5 29.2 27.2 35.0 21.9 9.7
Private borrowings 6.3 -1.9 3.8 4.0 3.4 4.5 5.8
Change in reserves (- = reserve accumulation) -2.5 2.4 -11.4 -3.0 -2.3 -1.6 -2.2

Source: World Bank Staff estimates, NBU, MOF.
14. The banking system has remained operational and profitable, but risks remain high. The combined profits of
Ukrainian banks, after accounting for the deduction of a 50 percent corporate income tax application in 2023, had
increased fourfold by the end of 2023 compared to 2022, reaching UAH 87 billion. The sector continued to grow in 2024,
posting a net income of UAH 106 billion as of August, a 12 percent increase from the same period in 2023. These high
profits are due to a growing deposit base and banks’ investments in government bonds and NBU certificates of deposits,
which currently offer an interest rate of 13 percent (down from 15 percent at the end of 2023). Credit provision to the
private sector has picked up since late 2023 in line with a reduction in key policy rates and has been broad based across
firm sizes, with the share of loans subsidized through state programs declining from 40 to 35 percent between mid-2023
and mid-2024. However, significant risks persist both on the asset and liability sides. On the asset side, loss of assets
poses a medium-term risk to solvency. Non-performing loans (NPLs) dropped to 33 percent in August 2024, after peaking
at 37 percent of loans at end-2023. The NBU’s 2023 resilience assessment found that most banks adequately assessed
potential credit losses and provisioned accordingly. However, additional provisions and related recapitalization needs
may be required stemming from a possible deterioration of the macroeconomic situation, further course of the
hostilities, as well as an independent asset quality review (which will be conducted when conditions allow). On the liability
side, risks arise from a concentration of deposits in short maturity, making the sector vulnerable to sudden changes in
confidence. At the end of 2023, on-demand deposits accounted for 67 percent of all deposits, with less than 7 percent of
deposits having a maturity of over 1 year.

B. Macroeconomic Outlook and Debt Sustainability
15. The baseline scenario indicatively assumes that active hostilities continue throughout 2025. These assumptions
adjust the baseline presented in the first operation of this programmatic series by assuming that active hostilities
continue for an additional year. For 2024, growth is still projected at 3.2 percent, which balances tailwinds resulting from
positive trade, harvest, and industrial output indicators with the adverse impacts of lower energy capacity and associated
power outages, especially during the winter months, and of continued attacks. Growth in 2025 is projected to decelerate
to 2 percent, as the output gap closes (thus reducing opportunities for rapid growth acceleration), and as protracted
hostilities exacerbate labor, energy, and other input shortages, thus reducing opportunities for growth drivers other than
consumption-driven retail trade and those financed by government demand. Starting from 2026, Ukraine’s economic
growth is projected to accelerate to 7 percent under the baseline assumption as the economy transitions towards a
peacetime economy, and expenditure sentiment shifts from consumption towards investments in reconstruction and
productive capacity. On the supply side, this shift is projected to benefit manufacturing and the construction sectors,
with a modest growth impulse expected for agriculture. Inflation is expected to continue picking up throughout 2024 to
reach 9.3 percent at the end of the year, before declining gradually.

16. The fiscal deficit is projected to remain above 20 percent in both 2024 and 2025. The 2024 deficit (excluding grants)
is expected to reach 24.5 percent of GDP, 1.6 percentage points lower than in 2023. This reduction is largely driven by
defense spending, which, for all of 2024 according to the recently approved budget amendment, is expected to remain
roughly unchanged in nominal terms compared to 2023. Coupled with a projected nominal GDP growth of 15.5 percent,
this results in a 10.7 percentage point decrease in the expenditure share, bringing it down to 63.7 percent of GDP.
However, revenues, which in 2023 were bolstered by a 13 percent of GDP profit transfer from budgetary institutions,
including the NBU, are expected to decline as these one-off non-tax revenues subside and return to their usual levels.
Tax revenues are projected to rise to 36 percent of GDP in 2024, with modest growth thereafter as Ukraine implements
measures outlined in the National Revenue Strategy. In 2025, the deficit (excluding grants) is forecasted to remain high
at 20.1 percent of GDP, consistent with the nominal figures in the draft 2025 budget, as spending pressures persist,
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keeping expenditures elevated while the revenue base remains similar to 2024. From 2026 onward, the fiscal deficit is
projected to narrow under the assumption that conditions would allow for a steep reduction in the military budget,
reflected in an about 10 percentage points of GDP reduction in goods and services and wage spending by 2027 compared
with 2023. Nonetheless, the deficit is likely to remain above 2021 levels in the medium-term due to increased capital
expenditures starting from late 2025.

17. External assistance from Ukraine’s international partners is expected to remain the main source of financing to
meet Ukraine’s fiscal needs. The coalition of international donors supporting Ukraine has provided financing assurances
until the end of the on-going IMF program in 2027. These assurances cover Ukraine’s baseline and downside financing
gaps between 2023 and 2027 as estimated by the IMF, which amount to US$151 billion and US$187 billion, respectively,
as of the program’s fifth review. For 2024, the fiscal projections assume that all financing committed by Ukraine’s
international partners will disburse before the end of December, so that Ukraine would receive grants and gross loans
amounting to 5.8 and 17.5 percent of GDP in 2024, respectively. The latter would also cover 2.3 percent of GDP in external
amortization payments, resulting in net external loan receipts of 15.2 percent of GDP. This is projected to be
complemented by 3.5 percent of GDP of net domestic borrowing. In 2025, the baseline projections assume that external
loans extended by G7 countries will be the main financing source, providing 18.3 percent of GDP in net financing. These
loans would continue to provide financing throughout the projection period, reducing the need for domestic financing.
Figure 1: Debt Sustainability Analysis: PPG, percent of GDP under different scenarios
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Source: World Bank Staff estimates.

18. Ukraine’s current account deficit is projected to continue widening until the end of 2025. The current account
deficit for 2025 is projected to widen to 13.3 percent of GDP, or US$25.2 billion. This increase is driven by (i) a moderate
widening of the trade deficit as the economy approaches its maximum export potential, while consumption and defense-
related demand continue to grow, and (ii) a sharp reduction in grant receipts as official financing shifts increasingly
toward loans. Primary income, including remittances, is expected to remain stable. In the medium term, the current
account deficit is projected to narrow to 6.3 percent of GDP by 2027, as exports gradually increase, and defense-related
imports are replaced by reconstruction materials. Imports are projected to continue increasing in nominal terms, albeit
at a slower rate than aggregate GDP, leading to a declining share. The current account deficit is expected to be financed
by external loan receipts, supplemented by stronger FDI inflows starting in 2026. Official forex reserves are projected to
rise steadily throughout the forecast period, reaching USS49.6 billion by 2027 (equivalent to 5.4 months of imports),
supported by external loan inflows and reduced currency market interventions due to a more flexible monetary policy.

19. Public debt is sustainable on a forward-looking basis when considering the authorities’ efforts to complete a debt
treatment, the fiscal trajectory under the IMF program, and the concessional financing flows committed by donors.
The Debt Sustainability Analysis (DSA) finds that Ukraine’s high financing needs and existing debt stock result in PPG debt
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climbing to above 100 percent of GDP in 2025 and receding only gradually to 91 percent of GDP by 2029 under baseline
assumptions.5 The DSA also highlights the sensitivity of the debt trajectory to future GDP and exchange rate shocks (Figure
1) and metrics under the DSA indicate that debt risks remain high. Restoring debt sustainability requires restructuring
the remaining private external debt, including the outstanding GDP warrants, and the completion of the debt treatment
of official bilateral debt, for which creditors have committed to provide a level of debt relief necessary to achieve debt
sustainability, with a target for debt of up to 65 percent of GDP in 2033 and gross financing needs of up to 8 percent of
GDP on average between 2028 and 2033.¢

20. Anillustrative downside scenario highlights the vulnerability of Ukraine’s economic trajectory to external financing
shortfalls and an extension of the active hostilities beyond 2025. Compared to the baseline, the downside scenario
assumes that active hostilities continue through 2026, with prolonged active combat and significantly greater
infrastructure damage, including to the energy sector. This scenario would also see more severe labor market challenges
and increased migration abroad. Economic activity would be severely hampered by disruptions and logistical bottlenecks
in 2026, causing growth to stagnate at zero. Macroeconomic imbalances would worsen, with intensifying price pressures
potentially pushing inflation above 10 percent in 2026. Persistently high military spending would keep the fiscal deficit,
excluding grants, elevated at around 20 percent of GDP, adding an additional USS$30 billion to fiscal financing needs. To
meet these needs, the government would require substantial and sustained donor support—though this too carries
significant risks—and further mobilization of domestic resources, including higher taxes. Furthermore, protracted
hostilities would undermine growth potential, leading to a less robust recovery in 2027.

21. The macroeconomic outlook remains subject to exceptional risks. The first source of risk is the evolution of the
active hostilities, which, if expanded in intensity or geographically, could lead to a renewed GDP contraction and
additional fiscal needs. Attacks especially on the energy infrastructure pose continued risks to economic activity and to
the budget, as short-term repair needs may divert resources from other expenditure areas, including social spending.
Second, Ukraine’s fiscal situation remains fragile and depends on the timely disbursement of committed financing to
avoid financing gaps or liquidity shortfalls. Both delays and shortfalls in assured financing could trigger immediate fiscal
pressures that could necessitate either a reduction in social spending, the accumulation of arrears, or the need to seek
short-term financing from the Central Bank. At the same time, elevated levels of external borrowing in the context of
recent and expected treatments of external debt pose medium-term risks. Third, while the financial sector has remained
stable, it remains critically dependent on official external capital inflows to maintain its liquidity buffers. It is also
vulnerable to sudden changes in confidence, which can be triggered by domestic or international developments, and
could threaten the liquidity position of banks unless adequate contingency plans are in place. While most of these risks
cannot be mitigated, the authorities’ adaptive economic management to date, the development of contingency plans,
and the accumulation of a sizable stock of foreign exchange reserves provide some short-term buffers.
C. IMF Relations

22. Ukraine has an on-going IMF Extended Fund Facility Program that is on track. The program, approved in March
2023 provides access of USS$15.6 billion until 2027 and is structured into two phases. The first phase is on-going and
focuses on strengthening fiscal, external, price and financial stability. The second phase would focus on the longer-term
structural agenda when the period of exceptionally high uncertainty has ended. On October 18, 2024, the IMF Executive
Board approved the fifth review of the program, enabling the disbursement of US$1.1 billion, and emphasizing economic
resilience and strong program performance, with quantitative performance criteria and structural benchmarks met. On
November 19, 2024, IMF staff and the Ukrainian authorities reached a staff-level agreement on the sixth review of the
EFF program.

23. To support reform implementation and ensure that contingencies are in place in case downside risks materialize,

5These projections do not assume a treatment of non-Eurobond private debt and official bilateral debt.
6 IBRD loans, as well as bilateral guarantees to IBRD loans, are excluded from the treatment perimeter for Ukraine.
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the authorities have proposed to include 10 additional structural benchmarks during the fifth review. To respond to
potential financial sector shocks, the NBU has reviewed key financial and operational risks to financial sector stability and
updated contingency plans, and completed the corresponding structural benchmark under the IMF program, by end-
October 2024. Additional structural benchmarks added will help implement the fiscal structural agenda, including
advancing on governance reforms.

lll. PROPOSED OPERATION

A. Link to Government Program, Country Program Update, other WBG operations, and Corporate Priorities

24. The government’s reform priorities center around the ambition of EU accession and strengthening economic
growth. While the authorities prioritized macroeconomic stability in the immediate aftermath of February 2022, their
focus has since shifted to balance stability with efforts to accelerate growth, recognizing that higher GDP per capita levels
are needed for EU accession and to enhance the country’s self-reliance. These priorities are articulated in the “white
paper on immediate economic priorities for growth”, that was presented for the Ukraine Recovery Conference in Berlin
2024. This 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 (including through reforms to
the business environment, government capacity, and market regulation); and (iv) institutional alignment with the EU.
Development partner programs (including the EU’s Ukraine Plan and Ukraine Facility, the IMF EFF program, and this DPO
series) have coordinated to support complementary elements of these priorities. In addition to the white paper, the
authorities have also developed an online tool, the “reform matrix”, which acts as a repository of reform priorities and
commitments and allows for the tracking of approval and implementation status.

25. This operation supports key priorities outlined in the government’s white paper. Pillar 1 of this operation supports
efforts to strengthen growth potential. Efforts to reduce the state footprint in key markets and enhance the productivity
of State-Owned Enterprises (SOEs) supported in this pillar are designed to enhance productivity and improve the business
environment. Legislation that encourages increased renewable energy generation enhances the security and
sustainability of one of the most critical production inputs. Financial sector reforms aim at improving credit provision and
thus the build-up of capital, which directly enhances the economic potential. Pillar 2 supports elements of
macroeconomic stability, including by enhancing revenue potential and safeguards in public procurement, while
maintaining a line of sight to Ukraine’s sustainable growth potential.

26. This DPO builds on reforms supported during the first operation of this programmatic series. The first operation
supported a reform to enhance the corporate governance of SOEs through enactment of law #3587-I1X (DPO1-prior action
(PA) 1). This law is under implementation, including through the preparation of a State Ownership Policy, which has
undergone consultations and is currently under review by the Cabinet. Progress has also been made on implementing
law #3220-1X and resolution #227 (DPO1-PA2 and PA3) to reform renewable energy tariffs, with 28 regulatory acts
approved in the first half of 2024 and final implementation steps supported by this DPO. The introduction of agrarian
notes (law #3586-1X, DPO1-PA4) is on track for operationalization in early 2025 (as envisioned in the law), with progress
made on secondary legislation and the establishment of an IT system. Reforms to the 5-7-9 program, which restrict access
to small- and medium-sized enterprises (SMEs) (DPO1-PA5), continue to be operational. DPO1 also supported the
submission of legislation aligning customs procedures with EU regulations; this law was enacted and published in the
official Gazette on October 18, 2024. A pilot mass valuation of land, initiated with DPO1 support (DPO1-PA7), was
completed in October 2024, and updated valuations from the pilot have been published (supported by this DPO).
Similarly, the update of automatic risk indicators (DPO1-PA8) has been successfully integrated in the e-procurement
system (supported by this DPO). Finally, implementation of the International Organization of Securities Commissions
(I0SCO) law (DPO1 — Policy Action), which was enacted in late March 2024, is progressing, including through
organizational changes in the National Securities and Stock Market Commission (NSSMC).

27. The DPO is part of the WBG effort to support the people of Ukraine which has mobilized over US$50 billion since
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February 2022. The WBG engagement is guided by the Ukraine Country Program Update, submitted to the Board in June
2023 and updated in a note circulated together with this DPO, which identifies maintaining essential public services and
relief efforts, supporting repair of critical infrastructure, sustaining the private sector, and supporting key reforms for
sustained economic growth as priorities. Consistent with WBG priorities, the reforms supported in this DPO series
contribute to attracting private investment, including in renewable energy, and to facilitating credit flows to the private
sector. Prior actions 1, 3, 4, and 5 have been confirmed as Maximize Financing for Development-enabling (MFD-e), as
they address binding constraints to private sector solutions, including by enabling private competitive entry into the
railway sector (prior action 1), promoting competition in the renewable energy sector (prior action 3), increase the
production of renewable energy sources (prior action 4), and supporting farmers’ access to credit (prior action 5). Among
them, prior actions 3, 4, and 5 are also confirmed as Private Capital Enabled (PCE).

28. The proposed operation is aligned with the goals of the Paris Agreement. The program is consistent with Ukraine’s
climate commitments, the Nationally Determined Contribution (NDC), Long-term Low Emissions Development Strategy,
and Environmental Security and Climate Adaptation Strategy to 2030. On mitigation goals, all prior actions are at low risk
to cause a significant increase in greenhouse gas (GHG) emissions or cause any persistent barriers to transition to low-
GHG emissions development path. Reforms under Prior Actions 1, 3, and 4 will support the green transition in the
transport and energy sectors by increasing the share of railway transportation and renewable energy. While reforms
under prior actions 2 and 6 (support private sector participation in banking sector and improve the access to finance for
private sector) may contribute to increased economic activities, the reforms correspond to international practices and
the emission-intensive activities are not specifically supported. Considering that the emission-intensive activities are not
specifically supported, increased private sector participation in Ukrainian economic development is likely to contribute
to long-term increased efficiency and reduction of GHG emissions. All other prior actions are not likely to have an impact
on Ukraine’s GHG emissions or create persistent barriers to a low-carbon development. Regarding adaptation and
resilience goals, risks from climate hazards are not likely to have an adverse effect on any prior action’s contribution to
the program development objective (PDO). Therefore, all prior actions of the proposed DPO program are aligned with
the mitigation and adaptation and resilience goals of the Paris Agreement. A detailed review is presented in Annex 2.

29. The design of this operation has benefited from lessons learned from the Economic Recovery DPO series, as
presented in the series’ Implementation Completion and Results Report (ICR). The ICR suggests that advancing and
safeguarding difficult sectoral reforms requires sustained engagement and technical support, as well as financing and
close coordination with international partners. This operation is designed as a programmatic operation to ensure
sustained engagement, is closely aligned with international partners to enable complementarities, and is designed in
consideration of and in complementarity with the World Bank’s sectoral engagement. The operation also incorporates a
key lesson reflected in the WBG’s FCV strategy, which highlights that it is important to remain engaged during conflict
and crisis situations.

B. Prior Actions, Triggers, Expected Results and Analytical Underpinnings
Pillar 1: Strengthening the economic policy framework to facilitate a structural shift towards sustainable growth
Prior Action 1: To enhance the competitiveness of the railway market, the Borrower, through its Cabinet of Ministers, has submitted
to the Verkhovna Rada, a draft law on railway transport that enhances competitive entry opportunities into the railway sector and
improves its governance, as evidenced by Draft Law No. 12142, submitted to the Verkhovna Rada on October 21, 2024.

30. Rationale: Ukraine’s railway sector is both a source and enabler of growth, but its current regulatory framework
is not conducive to the attraction of private investment and the realization of productivity gains. 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 used across the economy. Rail transport handles over 60 percent of Ukraine’s freight (150 million tons
in 2023), including nearly half of the country’s exports, particularly vital commodities like grain, iron, and steel. It acts as
a key lifeline for domestic and international travel, with about 25 million people transported in 2023. The railway sector
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is also a major source of jobs, employing over 193,000 people through Ukrzaliznytsia (UZ), the country’s largest state-
owned enterprise. UZ itself is a major contributor to output, accounting for 1.4 percent of GDP in 2023. However, the
dominance of UZ as a vertically integrated monopoly limits opportunities for private investment, reduces UZ’s incentive
to invest in productivity gains that could lower logistics costs for firms, and has resulted in a score of 94 in the World
Bank and World Trade Organization index on railway service trade restrictiveness (with 100 signifying a fully closed
sector). These constraints are, for instance, visible in UZ’s maintenance record, with 6,000 km of track needing repair,
and over 80 percent of the rolling stock past its useful life. Significant investment is also required to enable low-emission
logistics, as railways are essential for reducing greenhouse gas emissions in line with Ukraine's climate goals.”

31. Substance of the prior action: This prior action supports the progressive opening of Ukraine’s railway market to
private train operators in the spirit of the EU Acquis. This new market structure requires the financial and organizational
unbundling of UZ into an infrastructure operator and separate carriers for freight and passenger transportation. It also
requires the infrastructure operator to be financially and organizationally independent from any carrier to ensure
transparent and non-discriminatory access to the railway infrastructure. The new law creates the essential institutional
bodies to regulate railway transport activities from the economic and technical standpoints. In terms of tariffs, it specifies
that for infrastructure access they can be set independently by the operator but are subject to oversight and regulation
by the National Commission for State Regulation of Transport. Transport tariffs are divided into commercial tariffs, which
can be negotiated between service providers and purchasers, and tariffs for socially significant passenger transportation
on select routes, which are subject to regulation to ensure affordability for passengers. The law contains the option for
socially significant passenger transport services to be supported by the public sector through “Public Service Obligations”.
Considering the significant changes to the market structure, the law envisions a transition period. Specifically, most of its
components will enter into force five years after the lifting of martial law, and the full opening to private operators will
happen two years from the law’s entry into force. At the same time, the law sets specific milestones to prepare the sector
reform: (i) within one year after the adoption of the law, an action plan to reform UZ should be adopted; (ii) within three
years after the lifting of martial law, essential entities to regulate the railway sector should be created and the separation
of infrastructure manager and train operators should be implemented; and (iii) within five years after the lifting of martial
law, all the legislative and regulatory framework should be completed.

32. Changes since DPO1: Since approval of DPO1, the authorities and the EU have commenced accession negotiations.
As part of these, they are actively engaging with the European Commission on ensuring that the updated railway law is
aligned with the EU Acquis. To enable these discussions to advance, the prior action has been changed to reflect
submission to parliament of a draft law. This approach provides space for the EU and the authorities to finalize the specific
provisions required for EU alignment in the parliamentary consideration process before enactment, while maintaining a
line of sight to the DPQO’s intended development impact of opening the railway market.

33. Expected results: This reform is expected to provide a conducive framework for private sector investment in the
railways sector and enhance the market orientation of UZ, and thus increase its productivity. This, together with DPO1
prior actions, is expected to contribute to improved SOE performance, captured in the results framework by a UAH14.9
billion increase in dividends paid by SOEs to the government as a proxy for their profitability.

Prior Action 2: To streamline the state’s participation in the banking sector, the Borrower has enacted a law establishing the legal
parameters for the privatization of state-owned banks and aligning privatization procedures with international practice, as
evidenced by Law No. 3983-1X, dated September 19, 2024, and published in the Official Gazette on October 18, 2024.

34. Rationale: The structure of Ukraine’s financial sector is balancing a systemic role of SOBs with the need for gradual
privatization to facilitate private credit flows. Credit provided to the private sector by banks in Ukraine stood at only 14
percent of GDP in 2023, significantly lower than in aspirational peers like Poland (35 percent of GDP) and the EU overall

7 This analysis is based on the FY24 Ukraine Transport Advisory Service and Analytics (ASA) and the “Restoring Ukraine’s Economic Growth” ASA.
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(79 percent of GDP). The growing presence of SOBs, which accounted for 53.6 percent of net banking sector assets at the
end of 2023, is a potential driver of this, as it undermines the efficiency of financial intermediation and weakens the
competitive environment, especially as the SOBs are burdened with high NPLs and have significant and increasing
exposure to sovereign and state companies’ debt, with their holdings of government bond increasing by 38 percent
between December 2022 and May 2024. The large state footprint also means that the non-banking sector remains
underdeveloped, limiting alternatives to bank financing and making the private sector vulnerable to external shocks.8 At
the same time, SOBs have been playing a macro-critical role since 2022 by providing financing to the government (directly
through purchases of debt and indirectly through the taxation and transfer of their profits) and enabling a continued
confidence in the banking system.

35. Substance of the prior action: This prior action supports the enactment of a law that lays out the parameters of a
SOB privatization process that is designed to balance the dual needs of the economy. The law envisions a three-step
process. As a first step, the banks’ shares will be prepared for sale, including by appointing an independent sales advisor
and by implementing measures to enhance the banks’ attractiveness to investors which may include offering larger share
blocks to attract strategic investors, selling off non-core assets, resolving NPLs, and strengthening management
structures. Second, privatization auctions for select SOBs will be conducted through secure and transparent online
platforms, allowing for domestic and international participation. Auction data will be publicly accessible to enable real-
time monitoring. Starting prices will be approved by the Cabinet of Ministers and the winning bid must meet or exceed
the starting price. Third, the sale will be finalized through purchase agreements. All proceeds from the sales will go to the
state budget. The process is designed to balance the role that some SOBs play for state financing with a gradual
privatization of the sector by (i) starting with smaller SOBs, (ii) concurrently reducing other SOBs’ exposure to government
debt once the situation allows, and (iii) maintaining a medium-term target towards the completion of transactions.

36. Expected results: This prior action is expected to advance SOB privatization proceedings and thus enhance
competition and, through this, productivity in the banking sector, captured in the results framework through the
appointment of a sales adviser, ultimately contributing to improved credit provision.

Prior Action 3: To promote renewable energy generation, the Borrower, through its National Energy and Utilities Regulatory
Commission (“NEURC”), has improved the necessary bylaw for the implementation procedures for the transparent auction-based
incentive mechanism for renewables, as evidenced by NEURC Resolution No. 1381, dated July 26, 2024.

37. Rationale: Expanding renewable generation is critical for Ukraine’s decarbonization strategy and to ensure energy
security and independence. With its abundant natural resources, including wind, solar, and biomass, Ukraine can
generate substantial renewable energy, safeguarding its energy independence, protecting generation capacity from
concentration and thereby reducing vulnerability to attacks, and contributing to global climate neutrality as well as the
EU’s energy security. Realizing this potential requires a favorable regulatory environment that provides effective
incentives to invest in renewable generation capacity. The law “On Amendments to Certain Laws of Ukraine on the
Restoration and Green Transformation of the Energy System of Ukraine” (law#3220-IX), supported in the first operation
of this programmatic series, introduced an auction-based feed-in premium mechanism, which promotes competition and
allocates renewable energy generation rights to the lowest-cost bidders. When implemented, this will replace a feed-in
tariff that prevented proper price discovery, was fiscally costly, and prone to capture. For this to become operational,
secondary legislation is needed that regulates purchasing arrangement under the updated tariff procedures.®

38. Substance of the prior action: The prior action supports the adoption of NEURC Resolution #1381, which updates
the bylaw needed to implement Law No. 3220-IX. This resolution approves and updates standard agreements — the
standardized contracts for transactions between electricity producers, universal service suppliers, and the guaranteed

8This analysis is based on the “Restoring Ukraine’s Economic Growth” ASA.
9This analysis is based on the “Ukraine Private Sector Opportunities for a Green Resilient Reconstruction 2023” report.
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buyer and the transmission system operator specified in the regulator’s bylaw —to align them with the updated provisions
in law #3220-1X, including those regulating (i) the participation of private electricity producers in the balancing group of
the guaranteed buyer, (ii) support to renewable energy production under the new market premium mechanism, and
(iii) the purchase and sale of renewable electricity at the feed-in tariff. It obliges market participants to align their bilateral
contracts with the provisions in the new standard agreements and requires the guaranteed buyer to support market
participants under the feed-in and the market premium mechanisms for renewable energy to become accredited users
of the registry of guarantees of origin for electricity. The latter was created as part of the implementation of law #3220-
IX and is critical to enable the verifiability of renewable energy.

Prior Action 4: To increase the production of diverse sources of renewable energy and to promote integration with European energy
markets, the Borrower has enabled the export of biomethane, as evidenced by Law No. 3613-IX, dated March 20, 2024, and
published in the Official Gazette on May 15, 2024, and Ministry of Finance Order No. 380, dated August 1, 2024.

39. Rationale: Ukraine has high potential for biomethane production and exports which it has so far not been able to
exploit, partially due to regulatory constraints. Biomethane is a source of carbon-neutral energy, the production of
which is aligned with the principles of a circular economy as it converts agricultural byproducts and household waste into
energy. Two factors provide Ukraine with a comparative advantage in biomethane production. First, the country's
agricultural sector generates a substantial quantity of biomass, including crop residues, livestock manure, and food
waste, which can be converted into biomethane through anaerobic digestion. Most of the potential comes from crop
residues and maize silage. Second, Ukraine's existing gas pipeline infrastructure could provide a direct route for exporting
biomethane to the EU’s rich demand market. In 2023, Ukraine and the EU signed a Memorandum of Understanding to
develop a Strategic Partnership on Biomethane, Hydrogen and other Synthetic Gases which envisions the creation of a
hydrogen corridor connecting Ukraine and the EU by 2030, which will contribute significantly to the EU's goal of achieving
a 35 billion cubic meter biomethane supply, primarily through imports from Ukraine. Estimates suggest that Ukraine
could achieve a production of up to 1 billion cubic meters of biomethane annually by 2030, compared to the current EU
annual production of 3-4 billion cubic meter, and could cover 10-20 percent of the EU biomethane market. Despite this
potential, only a small portion of available biomass from agricultural residues is currently used for biofuel production,
while the remainder contributes to environmental pollution by degrading the soil and groundwater.:

40. Substance of the prior action: This prior action supports the enactment of a law and an implementing regulation
that will enable the export of biomethane. Prior to this law, Ukraine banned the export of natural gas produced in
Ukraine. Its enactment lifts this ban for biomethane and aligns the customs process for its export with the existing
procedures for natural gas, ensuring a uniform framework for both. It also defines the measurement unit of biomethane
at entry and exit points on Ukraine's customs border, aligning it with the standard practice for natural gas.

41. Expected results for prior actions 3 and 4: The proposed reforms are expected to encourage renewable energy
production, foster market development, and ensure Ukraine's alignment with European energy standards. The result
framework targets a level of 350 MW of new renewable energy generation capacity enabled,’2 and the export of 10
percent of Ukraine’s domestic biomethane production.

Prior Action 5: To improve credit flow and facilitate efficient support for the agricultural sector including disaster relief, the
Borrower has enacted a law to operationalize and regulate the access of data by banks in the State Agrarian Registry and the

10The guaranteed buyer is an agency that purchases electricity under the updated tariff mechanism and re-sells it on the day-ahead and intraday
markets

11 This analysis is based on the “Ukraine Private Sector Opportunities for a Green Resilient Reconstruction 2023” report.

12 This results indicator was revised from “Total renewable energy generation awarded or contracted” to align with the WBG Corporate indicator
for Renewable Energy and, in this way also account for renewable energy projects that have registered for Guarantees of Origin, even if they have
not been awarded by auction.
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registry’s use for public assistance, as evidenced by Law No. 3980-IX, dated September 19, 2024, and published in the Official
Gazette on October 18, 2024.

42. Rationale: Ukraine’s agricultural sector is an important growth and export driver but is constrained by limited
access to finance and subject to climate-related vulnerabilities. The agricultural sector accounted for 63 percent of
merchandise exports in 2023 and 7.4 percent of GDP. At the same time, it is highly vulnerable to climate-induced shocks,
such as floods and droughts. Productivity growth is also hampered by limited access to finance, as banks’ inability to
evaluate farmers’ land ownership titles prevents many farmers from using their land as collateral. This lack of finance
also hampers the adoption of climate-friendly and climate-adaptive technologies, hindering adaptation efforts. As part
of the comprehensive land reform in 2021, which opened land markets for private sales, the authorities established the
State Agrarian Register in August 2022, which is an online database of agricultural producers and is intended as a one-
stop information platform to facilitate information flow between stakeholders in the agricultural sector (the government,
farmers, banks, and input providers). The database currently facilitates the implementation of over 50 support programs
as of September 18, 2024, with more than 176,000 agricultural producers registered, but is not yet fully operational.:s

43. Substance of the prior action: This operation supports approval of a law that fully operationalizes information
flows through the State Agrarian Registry. The supported law establishes the State Agrarian Register as the main
electronic system that centralizes agricultural data, including information about land use and ownership. In doing so, it
will serve as a communication hub between agricultural producers and the government, creating a transparent
mechanism for providing support and streamlining access to programs. The law, in particular, regulates the use of the
registry to provide support in the case of external shocks, such as climate-induced natural disasters, including by allowing
for the provision of budget subsidies and compensation for recovery expenses. This fills an important gap, as currently
no harmonized mechanisms to provide swift support in response to climate-induced disasters exists. The law also
enshrines financial institutions’ ability to access and generate extracts from the registry with the consent of the registered
entities and within agreed-upon parameters in legislation, providing them with information to assess the
creditworthiness of applicants, thereby allowing them to evaluate collateral and addressing barriers to finance through
a clearly regulated process. The law will also continue to support and help monitor the implementation of the 5-7-9
program, and financing through agrarian notes, both of which were supported under the gender-tagged DPO1, and which
are addressing barriers women face in accessing finance. Continuing to support these reforms is critical as (i) more
women have been taking over family businesses while men are serving in the military, and (ii) disproportionate obstacles
to accessing finance have been further exacerbated by the war. Progress will be tracked through result indicators 5 and
7, as evidenced by the recent introduction of a gender-tracking system under the 5-7-9 program which shows that 21
percent of beneficiary firms were female-headed.

44. Expected results: In addition to improving the resilience to climate shocks, the supported reform is expected to
enhance credit flows to the agricultural sector, measured through a UAH34 billion increase in outstanding loans.

Prior Action 6: To encourage credit flows to the private sector, the Borrowers has enacted: (i) a law on bankruptcy procedures that
facilitates the restructuring and recovery of businesses before they become insolvent, as evidenced by Law No. 3985-IX, dated
September 19, 2024, and published in the Official Gazette on October 23, 2024; and (ii) a law that establishes standards for and
regulates rating agencies, as evidenced by Law No. 3981-IX, dated September 19, 2024, and published in the Official Gazette on
October 19, 2024.

45. Rationale: Ukraine’s financial sector regulation is not aligned with international standards in critical areas such as
bankruptcy proceedings and the regulation of rating agencies, which discourages debt financing. With regards to
bankruptcy procedures, a central issue is the length and complexity of the process, which can take years to resolve due
to delays and appeals, making it difficult for creditors to recover their debts. The unpredictability is exacerbated by late

13 This analysis is based on the “Ukraine Private Sector Opportunities for a Green Resilient Reconstruction 2023” report.
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filings, inconsistent court rulings and the conduct of insolvency administrators. Although Ukraine’s regulatory framework
contains one article in the law that opens the door for preventive restructuring,i4this mechanism is rarely used due to
the lack of operational clarity. As a result, creditors and businesses facing financial difficulties have limited access to
effective restructuring mechanisms, increasing the risk of low recovery outcomes for creditors. The operation of credit
rating agencies in Ukraine is also not compliant with international standards. They are regulated by the NSSMC and are
tasked with providing credit ratings that assess the creditworthiness of firms or public entities. They are critical to support
the development of corporate bond markets, which can become an important alternative source of debt financing for
corporations. Currently, there are no strong regulatory requirements for credit rating agencies or the ratings they issue,
particularly regarding the transparency of rating methodologies, management of conflicts of interest, and regulatory
oversight. This lack of regulation has undermined confidence in ratings in Ukraine.?

46. Substance of the prior action: The proposed prior action supports two laws that will facilitate preventive
restructuring and align the regulation of rating agencies with EU standards. Law No. 3985-IX clarifies and regulates
preventive restructuring procedures, thereby enhancing compliance with EU Directive 2019/1023 that emphasizes this
approach as the preferred method for averting insolvency for viable firms. Specifically, the law allows debtors facing
insolvency threats to initiate restructuring with court approval. The process involves submitting a restructuring plan or
concept, which must be negotiated with and approved by creditors and the court. An appointed administrator may assist
in plan development and monitoring. Protective measures, such as a moratorium on bankruptcy proceedings and asset
disposal restrictions, support the debtor during negotiations. Importantly, the framework also introduces interim and
additional financing provisions to support the debtor’s recovery, along with cross-class cramdown provisions to enable
the approval of a restructuring plan even in the face of dissent from certain creditor classes. The approved plan binds all
affected creditors and requires regular reporting to the court. A simplified preventive restructuring procedure is available
for compliant debtors. Second, this operation supports the enactment of Law No. 3981-1X, which regulates accreditation
procedures for rating agencies and sets quality and integrity standards. It also outlines clear principles establishing
mechanisms for preventing conflicts of interest, ensuring transparency of ratings and methodologies, protecting
confidential information, and introducing appropriate oversight and regulation.

47. Expected results: The proposed reform improves Ukraine’s alignment with international standards in terms of capital
market regulation. The results framework measures the total number of cases successfully using preventive restructuring
procedures for improved bankruptcy procedures (with a target of 10 by end 2026), and the assessed compliance by the
International Organization of Securities Commissions of the regulatory framework with its established principles.

Prior Action 7: To improve the integrity and competency of customs leadership, the Borrower has enacted a law reforming the
leadership selection procedure for the head of the State Customs Service, as evidenced by Law No. 3977-1X, dated September 17,
2024, and published in the Official Gazette on October 18, 2024.

48. Rationale: The State Customs Service (SCS) of Ukraine plays an important institutional role in facilitating trade and
generating fiscal revenues, but its effectiveness is hampered by integrity challenges. In 2023, the SCS contributed over
30 percent of tax revenue through import value-added tax (VAT), duties, and excise taxes. However, its effectiveness is
hampered by challenges related to integrity and staff performance. A 2023 survey by the National Agency for Preventing
Corruption revealed that 58.3 percent of businesses consider customs reform the top anti-corruption priority.s
Additionally, the Customs Index survey by the European Business Association and DHL Express found that 25 percent of
respondents rated customs services as low quality, with only 13 percent positively assessing customs performance in
2023, down from 24 percent in 2022. Ukraine ranks 92nd out of 138 countries in the 2023 logistics performance index,

14 preventive restructuring procedures that aim to avoid bankruptcy by allowing businesses that face financial difficulties to renegotiate their debt
before becoming insolvent.

15 This analysis is based on the “Restoring Ukraine’s Economic Growth ASA”.

16 This constitutes a 4.7 percentage point reduction compared with 2022.
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partly due to inefficient customs procedures. While Ukrainian exporters generally do not cite integrity challenges in
customs as a major growth constraint, this may be because Ukrainian firms (especially exporters) are significantly larger
and more concentrated than those in peer countries and can therefore more easily overcome customs-related
challenges. Prospective exporters and investors have cited corruption in customs as a potential barrier to entry.?’

49. Substance of the prior action: To strengthen the integrity of customs operations, this operation supports a reform
of the selection procedure for the head of the SCS. As part of the National Revenue Strategy, the authorities have
developed a roadmap for customs reform which identifies the need to increase trust in the SCS, including through reforms
to leadership selection. To date, SCS leadership selection was regulated by the procedure outlined in the Civil Service
Law, which tasks the Civil Service High Corps Commission (comprised of representatives from the legislative and executive
branches of government, as well as from civil society) to select and nominate up to five candidates according to
competitive procedures. This procedure has, however, not been implemented recently, with SCS heads appointed on an
interim basis. Given these implementation challenges, this reform supports a comprehensive revision of the SCS
leadership selection process with increased participation from international experts. The new procedure involves a
selection committee formed by six members, three of whom are nominated by international or foreign organizations
that have provided technical assistance to Ukraine within the last three years, and three nominated by the Ministry of
Finance. The committee evaluates candidates based on their integrity (including assessing whether the candidate's
lifestyle aligns with declared income and assets, as well as the legality of the candidate's wealth) and competence. The
committee selects two candidates through a sequential voting procedure that requires at least four members to support
a candidate, including at least two from the international nominees. The Ministry of Finance then selects the new SCS
head among the two candidates, who is subsequently appointed by the Cabinet of Ministers.

50. Changes since DPO1: The original formulation of the trigger during DPO1 intended to support a Cabinet resolution
that updates only selection procedures for the head of customs. The authorities have instead opted to enact a law that
permanently reforms selection procedures in the customs code.

51. Expected results: The customs reforms supported in DPO1 and DPO2 are jointly expected to support growth by
improving customs procedures (DPO1) and reducing integrity challenges (DPO2), and therefore enhancing trade
facilitation. The results framework captures improved customs performance through an improvement in the World
Bank’s Customs Logistics Performance Index by 0.5 points, from 2.4 to 2.9 points.

Pillar 2: Enhancing macro-financial stability to create a growth-conducive environment

Prior Action 8: To advance the alighment of the valuation of the Borrower’s land tax base with market values, the
StateGeoCadastre has published a land valuation for all commercial agricultural parcels located in regions where sales transactions
for such parcels occurred from 2021 through 2024 (obtained as part of the Pilot Project on mass land evaluation) and recorded in
the State Land Cadastre, as evidenced by the StateGeoCadastre Order No. 318, dated October 31, 2024, and the published data in
the electronic services platform within the StateGeoCadastre official website.

52. Rationale: The land tax is one of the major sources of subnational revenue in Ukraine, but outdated land valuations
constrain its revenue potential. Land taxation in Ukraine currently uses the “normative money value” (NMV) of land as
the tax base, which is calculated by the StateGeoCadastre and accounts for land quality, distance to infrastructure, parcel
shape, and other environmental conditions. Local governments are allowed to impose land taxes of up to 1 percent of
the NMV per year on agricultural lands. The opening of land markets in 2021 has led to significant shifts in land values
that are not adequately captured by the NMVs, as they do not account for factors such as location and the quality of any
structures on the land that determine land values. Research by Deininger and Ali (2023) highlights this gap, showing a
low correlation between NMVs and actual market prices, particularly in personal farming, where the correlation is only
0.29 compared to 0.69 for commercial farming. Actual market prices often surpass NMVs significantly, by 600 percent

17 This analysis is based on the “Restoring Ukraine’s Economic Growth ASA”.
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for personal land and 20 percent for commercial land. By contrast, many Organisation for Economic Cooperation and
Development (OECD) countries adopt a capital value system that taxes property based on its market value, including land
and built structures, that more accurately captures changes in land use and value.2®

53. Substance of the prior action: This operation supports the publication of updated land values obtained from the
mass valuation pilot. The first operation of this series supported the initiation of a pilot mass valuation of land. As part
of this, the StateGeoCadastre has experimented with various data-driven land valuation methodologies, including a
regression-based approach that calculates land values based on observed land transaction prices. Specifically, this
methodology uses data on sales prices for historic transactions between 2021 and 2024 to estimate, via a regression,
average land prices per quarter and type of land use for each oblast of Ukraine. To derive valuations of parcels that have
not been sold, the StateGeoCadastre uses these regressions to make out-of-sample predictions for land values. This prior
action supports the publication, at plot level, of the valuations obtained from the pilot, which exceed existing normative
valuations by about 40 percent. These valuations will be used as a consultation tool both within the government and with
stakeholders, including landowners, to refine the methodology. As laid out in the Letter of Development Policy of this
operation, as a next step the StateGeoCadastre plans to update the statistical model to also include additional predictive
factors, such as soil quality, distance to infrastructure, and the presence of structures. The valuations obtained from this
will then be used to replace normative monetary values for the purpose of land taxation.

Prior Action 9: To strengthen excise revenue generation from fuels, which also mitigates carbon emissions, the Borrower has
enacted a law that approximates excise tax rates on motor fuel more closely with EU minimum levels, as evidenced by Law No.
3878-IX, dated July 18, 2024, and published in the Official Gazette on September 1, 2024.

54. Rationale: Ukraine’s excise tax rates on fuels are below EU minimum levels, reducing revenue and limiting their
ability to disincentivize the combustion of fossil fuels. Excise taxes are a significant source of revenue for Ukraine,
accounting for 9 percent of total tax revenue. Excises globally do, however, not only have a revenue function, but are
also applied to the production or sale of certain items to internalize externalities or discourage their use. This is especially
relevant for fossil motor fuels, which are the main energy used in the transport sector, which accounts for almost 2
percent of Ukraine’s total CO2 emissions. In March 2022, Ukraine initially suspended the collection of excise taxes on
motor fuel, before reinstating them in September 2022 at a rate of EUR100 per 1,000 liters for diesel, gasoline, and
biofuels, and EUR52 for liquefied gas. While these rates were increased further to the level in place before February 2022
in July 2023, they remain significantly lower than the minimum recommended by the EU Council Directive 2003/96/EC.%°

55. Substance of the prior action: This prior action supports amendments to the tax code that gradually harmonize
fuel excise rates with EU standards. Specifically, Law No. 3878-IX mandates gradual annual increases in excise tax rates
on gasoline, diesel, liquefied gas, and alternative motor fuels over the next four years. By 2028, excise rates are set to
reach EUR359 per 1,000 liters for gasoline (a 168.1 percent increase compared to September 2024), EUR330 for diesel
(236.6 percent), EUR277 for LPG (480.8 percent), and EUR272.4 for other motor fuel (168.1 percent). These increases will
take Ukraine’s excise tax rates on motor fuels to prescribed EU levels by 2028, in accordance with Directive 2003/96/EU.
Full alignment of excise rates with EU minimum levels is expected to raise between 1.5 and 2.2 percent of GDP in
additional revenue by 2028. They will also help discourage fossil fuel combustion in favor of emission-free transport
options, such as electric vehicles.

56. Expected results: Prior actions 8 and 9 are jointly expected to increase revenue by increasing the land tax base (prior
action 8) and excise tax rates (prior action 9). The results framework targets an increase of general government tax
revenue to 36.9 percent of GDP by 2026, and of excise tax revenue to 3.8 percent of GDP.

18 This analysis is based on technical notes prepared as part of the development of Ukraine’s National Revenue Strategy.
19 This analysis is based on technical notes prepared as part of the development of Ukraine’s National Revenue Strategy.
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Prior Action 10: To improve transparent and efficient procurement, the Borrower: (i) through its Ministry of Finance, has mandated
the use of updated automatic risk indicators and their publication as part of the State Audit Service’s regular reporting, as evidenced
by the Ministry of Finance Order No. 476, dated September 27, 2024; and (ii) through its Cabinet of Ministers, has submitted to the
Verkhovna Rada a draft procurement law to enable expansion and improved efficiencies of the Borrower’s electronic public
procurement system, through the introduction of new procedures and optimization of existing procedures, as evidenced by Draft
Law No. 11520, submitted to Verkhovna Rada on August 23, 2024.

57. Rationale: Transparent and cost-effective procurement procedures are critical, making it essential to safeguard
against corruption and process irregularities. In 2023, Ukraine procured goods and services worth UAH480 billion
(USS11.6 billion equivalent) through its e-procurement platform ProZorro, a threefold increase from the previous year,
with over 80 percent of procurement funds now spent through this platform. The system's importance is exemplified by
the Ministry of Defense's return to Prozorro for non-armed defense procurements. Overall, competitive bidding through
ProZorro has been associated with significant savings and improvements to value for money, with estimates from the
system putting savings at UAH 37 billion in 2023 compared to expected values. Given its strategic role in ensuring the
supply of goods and services, it is crucial to maintain rigorous safeguards against corruption within this system, especially
as multilateral institutions like the World Bank have started to rely on ProZorro as part of an attempt to harmonize
procurement practices across the Ukrainian government and development partner systems. However, while the
procurement system has a system of risk indicators that are intended to flag process valuations for review by the State
Audit Service, their practical use has been limited to date, as flagging was not sufficiently selectively to help meaningfully
guide investigations. For instance, the initially developed indicators flagged many procurement procedures each month
(estimated at 4,000 flags out of a total of 30,000 monthly procedures), making it difficult to follow up on all flagged
procedures, and preventing high risk cases from being detected.2

58. Substance of the prior action: This prior action supports the operationalization of updated risk indicators and an
update to Ukraine’s procurement law to enhance the system’s transparency and efficiency. The first operation in this
programmatic series initiated a process of updating automatic risk indicators in public procurement that flag process
irregularities. As part of this process, the authorities have developed 12 new indicators that are more selective than the
original ones. They have been piloted and have been found to significantly reduce the number of flagged procedures to
about 800, making targeted follow-up more feasible. To enable their use in the procurement system, this operation
supports an order by the Ministry of Finance that mandates the use of the updated risk indicators in the ProZorro system
and publication of the outcome as part of the State Audit Service’s regular reporting. To complement this, this prior
action also supports an update of Ukraine’s procurement law that mandates the integration of these indicators in the e-
procurement systems. The law also introduces innovative procurement procedures like the innovation partnership
procedure, dynamic purchasing systems, and design contests, which promote more transparent and efficient
procurement. Additionally, the law allows for joint and aggregated procurements, revises value thresholds, and removes
restrictions on the use of non-price factors in determination of contract awards. It also adapts existing rules, extending
mechanisms used during martial law to ensure flexibility, such as allowing bids above the estimated costs value and the
optional use of electronic auctions. The law explicitly includes a provision that requires the consideration of costs from
greenhouse gas emissions and other factors when evaluating tenders based on the lifecycle cost rather than price alone.

59. Changes since DPO1: The EU and the authorities are undertaking active discussions on chapter 5 of the EU Acquis on
public procurement. Achieving full EU alignment will require a comprehensive screening and reform of this framework.
Considering this situation, the second part of this prior action was changed to reflect submission of a draft law to
Parliament (rather than enactment) to allow for the needed flexibility to complete the EU alignment process.

60. Expected results: Complementing the first operation, the proposed prior action is expected to strengthen

20This analysis is based on technical assistance provided under the “Ukraine: Procurement System Enhancement Project (P180126, RE)”.
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procurement transparency and integrity, thus reducing opportunities for the misuse of public funds, and increasing the
value-for-money of public spending. The results framework captures, as an intermediate outcome, that the State Audit
Service scrutinizes an increased percentage of procurement procedures that were flagged by the risk indicator system
(from 11.5 percent in 2023 [using the old indicators] to 20 percent in 2026), subject to a maximum of 2,300 scrutinization
procedures to account for capacity constraints in the State Audit Service.
C. Consultations and Collaboration with Development Partners

61. The authorities have carried out consultations with stakeholders on the reforms supported by this operation and
feedback has been incorporated. These reforms are part of the Government’s program which has been discussed with
civil society, development partners, and the public. The authorities have also explained the rationale, design, and
outcomes of supported reforms in the media. The reforms have been included in the publicly available “reform matrix”
which allows stakeholders to track progress on implementation. Supported legislative actions have been consulted on
and widely debated in Parliament, which remains operational and transparent, with laws published on the Parliament’s
website, including explanatory notes, discussions of social, environmental, and fiscal impacts, comparative tables and
expert as well as committee opinions. Cabinet-level legal acts are also made publicly available for feedback. The legal
content of most supported reforms, including on SOEs, bankruptcy, energy, customs, and the state agrarian registry,
reflects multiple iterations of discussions between the authorities, domestic stakeholders, and Ukraine’s international
partners, aimed to ensure compliance with international standards while also safeguarding against stakeholder risks.

62. The proposed operation forms an integral part of a large multilateral support program for Ukraine that
encompasses, in addition to the WBG, the IMF, the European Union/Commission, and bilateral partners, including
Japan, the United States and the UK. The World Bank has coordinated the proposed DPO closely with these partners
and has identified complementarities. In addition, the Bank’s support for policy reforms has also benefited at the national
level from collaboration with the private sector, academia, and civil society to ensure knowledge sharing and
coordination of efforts. The program supported by this operation includes reforms in several areas of on-going
International Finance Corporation (IFC) engagement through investments, upstream, and advisory services, notably on
bank privatizations, clean energy investment, and agriculture finance. IBRD and IFC teams have collaborated closely on
several reforms critical to support private sector resilience and growth, including by leveraging the findings from the IFC-
led “Ukraine Private Sector Opportunities for a Green Resilient Reconstruction 2023” report.

IV. OTHER DESIGN AND APPRAISAL ISSUES

A. Poverty and Social Impacts
63. Overall, the policy and institutional reforms supported under the proposed DPO are not expected to result in
significant negative household and distributional effects. Many of the supported reforms are expected to improve the
efficiency, transparency, and integrity of government procedures and monitoring (PA6, PA7, PA10). Other actions aim to
enhance market competitiveness in the banking and railway sectors (PA1, PA2), and promote green energy practices
(PA3, PA4). Improving farmers’ access to financing of mortgages (PA5) will empower farmers to invest in their land,
leading to positive gains and returns from investments. PA1 related to the opening of the railways sector has potentially
larger adverse impacts on households through price changes and job losses, but due to the implementation timelines
and yet to be determined pricing schedules, these impacts may not materialize right away. The authorities recognize
potential future adverse impacts and are committed to maintain fair passenger railway prices on essential routes,
including through the establishment of transparent public subsidies through Public Service Obligations. The latter will
improve subsidization of critical passenger routes, which currently relies on implicit cross-subsidies from the cargo sector.

64. Potential significant negative household and distributional effects arising locally from the development of
renewable energy projects (PA3) can be managed through the existing country systems. PA3 provides regulations to
improve incentives for renewable investment but does not specify concrete projects. Any such projects that will be
undertaken in the future will be subject to Ukraine’s country systems, including environmental and social framework
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guidelines, safeguards, and existing land laws. Renewable energy projects financed by international financial institutions
(IFIs) will be subject to IFls environmental and social standards, such as the IFC performance standards, that assess and
mitigate potential risks. Projects without IFI funding will be subject to Ukrainian law, including requirements for
permitting, environmental and social impact assessments and compensation for use of land. Mitigation strategies also
depend on the specific renewable energy project, including on where its location and proximity to communities.

65. PA8 on aligning land valuations with market values could have significant distributional impacts on poverty.
Research highlights that mean actual market prices exceed NMVs by 600 and 20 percent for personal and commercial
land, respectively. While higher land values increase the net worth of landowners (generating wealth effects that can
improve access to credit), they also potentially increase their tax burden, unless tax rates are adjusted. To date, the
magnitude of the change in the tax burden is unclear, as rates have not yet been set and final land valuations are yet to
be adopted. The authorities recognize the potential for negative distributional and poverty impacts and are committed
to a consultative process during the finalization of the land tax reform that includes the design of a tax system that
reduces the impacts on small land holders and farmers. This will be supported by World Bank technical assistance.

66. The increase in the excise tax for fuel under PA9 is expected to slightly increase poverty rates, but the impacts are
small. The reform is expected to disproportionately affect wealthier households, leading to a slight decrease in inequality
(0.03 Gini points). However, it is also expected to negatively impact poorer households, by reducing their purchasing
power, and thereby marginally increasing poverty (by 0.57 percentage points, national poverty line). The impact on
poverty is estimated to be small since fuel is a more common expenditure among higher decile households, and because
the incomes of poorer household have benefited from the continued and inflation-indexed provision of social support,
including through pensions, which mitigates the impact of price rises. Due to the small residual impact, a new targeted
mitigation program is likely not feasible in a cost-effective manner. In the medium term, the higher revenue is expected
to protect funding for critical social and infrastructure projects that could benefit the poor.

67. Potential adverse poverty and social impacts that could arise from the supported SOE or tax reforms will be
partially mitigated through existing social protection programs. Ukraine has a comprehensive social protection system.
This includes a broad pension system that provides protection based on old age, disability, or in the case of the loss of
breadwinners. This is complemented by targeted social protection programs for vulnerable households, such as the
guaranteed minimum income program, which is means-tested and provides support to low-income families. Critical social
assistance payments, including pensions, are financed through the World Bank’s Investing in Social Protection for
Inclusion, Resilience, and Efficiency Project (INSPIRE) and Public Expenditures for Administrative Capacity Endurance
projects, which help maintain them. This system, in conjunction with continued optimization under the INSPIRE program,
has proven effective in reducing inequality and the incidence of poverty and provides buffers for households to partially
mitigate potential adverse effects of supported reforms.
B. Environmental, Forests, and other Natural Resources Aspects

68. The reforms supported by this operation are not expected to cause significant negative environmental effects.
Prior action 1, which supports railway sector reforms, is expected to have a positive impact, by increasing railway traffic
safety (including environmental safety) as well as reducing road traffic and greenhouse gas emission. Prior action 3 and
4 target improved renewable energy generation, which is expected to result in positive environmental impacts. Prior
action 9 which raises excise rates on motor fuels is expected to have positive environmental impacts by discouraging air
pollution and carbon emissions due to the combustion of fossil fuels.

69. Potential adverse effects are expected to be managed effectively through country systems. Prior action 3 targets
the enabling of 350 MW of renewable energy capacity by 2026, which may result in localized negative environmental
impacts. However, these projects are as-of-now unknown and not supported by the prior action (which focuses on
enabling legislation). Any projects will be subject to an environmental impact assessment (EIA) according to the Law of
Ukraine “On EIA”. Similarly, prior action 4 is expected to lead to the facilitation and increase of the production of
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biomethane in the country and its eventual transport via existing transportation systems in and outside the country.
These activities are associated with health and safety risks to biomethane production, operation of facilities, and
biomethane transport as well as air pollution impacts in case of leaks. Both production and transportation of biomethane
are subject to a comprehensive set of environmental/sustainability standards. The legislation supported by prior action
4 stipulates that biomethane can only be exported if a certificate of compliance with the biomethane sustainability
criteria and proof of biomethane sustainability are available. These documents confirm that the producer complies with
international sustainability standards and are issued by an independent auditor under an international certification
scheme. Also, biomethane production requires full-scale environmental impact assessments according to the Law of
Ukraine “On EIA” including risk assessment, mitigation, monitoring and reporting to the Ministry of Environmental
Protection and Natural Resources (MEPR). The Gas Transportation System has established Environmental Management
Policy and Operational Health and Safety (OHS) Policy and is certified by the International Organization for
Standardization.

70. Prior action 5, which supports easier access to financing for farmers poses the risk of agricultural expansion and
intensification, which could lead to deforestation, biodiversity loss, and soil degradation. Similarly, the updated land
valuations could increase pressure for land development, deforestation, biodiversity loss, and intensive land use. These
effects can be mitigated through strict enforcement of Ukraine’s environmental protection regulations and the
application of environmental and social management systems (ESMS) in the banking sector, which have recently gained
traction and are showing results in preventing and managing negative environmental and social impacts of agricultural
production. Provisions for commercial banks’ ESMS stipulate that banks are responsible for monitoring environmental
compliance of their lending operations. At the same time, an overarching enforcement role (within territories controlled
by the government) lies on the MEPR and its State Environmental Inspection (for environmental risk management), as
well as State Labor Agency (for OHS risk management). These agencies are understaffed, and routine inspections (by both
state agencies) have been suspended during martial law. Non-routine targeted inspections in response to reports of non-
compliance remain active. A recent environmental audit for the agricultural sector completed as part of World Bank
projects have not found substantial inconsistencies and audit recommendations were incorporated into the design of
high-level ESMS that applies to agricultural sector government support programs (including risk assessment, mitigation
measures development and supervision, as well as capacity building for banking staff).
C. PFM, Disbursement, and Auditing aspects

71. The PFM system is reliable, the government has made progress in strengthening it in recent years, and it continues
to function. Amendments to the Budget Code (2646-VIIl of 6 December 2018) established a legal basis for the
introduction of a Mid-Term Budget Framework (MTBF). The Government approved a medium-term Budget Declaration
for the first time in 2021 and, after having suspended this process since 2022, resumed it in 2024 (for 2025-2027). The
latest Public Expenditure and Financial Accountability assessment for Ukraine was undertaken in 2019. It concluded that
the Government had made progress in: (i) implementing medium-term budget planning; (ii) increasing transparency in
PFM; (iii) integration of International Public Sector Accounting Standards; (iv) improving forecasting tools and fiscal risk
management; and (v) introducing a gender-oriented approach to budgeting. Challenges were identified in public
investment management, medium-term expenditure framework implementation and budgeting and reporting of the
social security fund in the payroll system. To address some of these challenges, the authorities approved a PFM Reform
Strategy covering 2022-2025 in December 2021. Based on this, in 2022, the Ministry of Finance (MOF) approved the
methodology for preparing budget unit’s proposals for the Budget Declaration, implemented for the Budget Declaration
recently approved for 2025-2027.

72. Public access to fiscal information is appropriate. The Chart of Accounts, which underpins budget preparation,
execution, and reporting, is comprehensive. Government finance statistics are produced monthly but during the martial
law period, publishing of Treasury reports has been suspended. However, the MOF and NBU continue to provide monthly
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updates on expenditures and revenue. The MOF also publishes monthly data on the collection and spending of the
resources, PPG debt. The MOF created an e-data portal (spending.gov.ua), which provides detailed information on public
expenditure, and a web portal of the budget for citizens (openbudget.gov.ua), which provides data on the
implementation of state and local budgets. Ukraine scores especially well on budget oversight in the Open Budget Index,
with a score of 76 out of 100. Both portals are operational.

73. Ukraine has advanced its public procurement system, but there are areas which could be further improved. The
Law on Public Procurement, which was adopted in December 2015, establishes legal and economic principles for
procurement of goods and services. Starting from 2016, all public procurements are mandated to be made through the
Prozorro centralized electronic procurement system. The tool provides for quick and thorough analysis of information on
tenders, with easy and unlimited access granted to civil society. More recently the authorities have upgraded the
Prozorro modules to align its functionality with multilateral development banks’ requirements for international
procedures and have taken steps to train staff and consultants of the implementing agencies. Starting from March 2024,
the procurement of goods, works and non-consulting services under Bank financed projects is conducted through
Prozorro for national and international market approaches. The Government has also prepared amendments to the
Public Procurement Law which are supported by this operation, and which will improve its public procurement system.
Areas for further improvements include the introduction of sustainable selection procedures promoting efficiency and
value-for-money, enhancement of digital contracting and monitoring solutions, reducing barriers and enhancing
knowledge on public tenders to national and international markets. The World Bank is collaborating closely with the
Ministry of Economy on continuous enhancements of the public procurement system.

74. The IMF completed safeguards assessments of the NBU in 2015, 2019, and 2023. The assessments confirmed that
the NBU has made progress in strengthening its governance and control environment. Its legal framework was amended
in 2015, further improving financial autonomy and governance. In addition, its institutional framework has been
substantially strengthened and modernized, focusing on core functions, and improving its decision-making processes and
internal controls. The NBU also adopted a new ethics code for members of its decision-making bodies and for its staff. A
new audit committee was established under the new NBU Council and an internal audit charter has been adopted. To
address the credit risks stemming from the financial assistance to domestic banks, the loan management process and
related risk management processes were reformed under a new loan management department. The 2023 safeguards
assessment found that while the NBU has maintained a broadly strong safeguards framework, governance practices need
to be strengthened further. The financial reporting, external and internal audit mechanisms, and risk management all
continue to have sound practices.

75. Disbursements. The proposed Loan will be fully guaranteed by the ADVANCE Trust Fund and the Government of the
UK. The loan proceeds will be disbursed in one single tranche to the existing treasury account at the NBU, to be used for
budget financing, and will form part of Ukraine’s official foreign exchange reserves. The proposed loan will follow the
WB’s procedures for development policy lending. Disbursement will be made upon declaration of loan effectiveness and
submission of a withdrawal application to the World Bank. Within seven days of remittance of funds by the Bank, the
Government will provide a confirmation to the World Bank that the funds have been received by the treasury account in
the NBU and that these funds are available for financing budget expenditures.

76. Additional fiduciary arrangements will be required for this operation. Such additional arrangements will include
additional assurance aimed to confirm receipt of the funds into government USS$ account and their further exchange and
transfer to the government State Treasury account in UAH, and onward incorporation into the government budget. Such
assurance will entail either an independent audit of these steps in the funds flow process, or review by World Bank staff
of the mentioned transactions. For the same reason, fiduciary risk is considered high. Given the exceptionally uncertain
context, it should be noted that these additional fiduciary arrangements may not fully cover the risks that arise from the
sudden large increase in public expenditure combined with martial law-induced relaxation of select PFM procedures that
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allow for more flexibility but have also resulted in reduced expenditure transparency.
D. Monitoring, Evaluation, and Accountability

77. The Ministry of Finance is responsible for the overall coordination of the proposed operation while some of the
line ministries are responsible for implementation in their respective areas. The Ministry of Restoration is responsible
for reform on the railway market, while the SOB privatization will be coordinated by the NBU and the Ministry of Finance.
The Ministry of Energy is responsible for reforms promoting renewable energy generation. The reform on the agrarian
system is coordinated by the Ministry of Agrarian Policy and Food. The Ministry of Justice is responsible for reforms in
insolvency and bankruptcy. The NBU and NSSMC have responsibility for implementing reforms on the regulation of rating
agencies. The Ministry of Finance is responsible for reforms aimed at facilitating customs processing (in coordination with
State Customs Service) and strengthening measures on increasing budget tax revenues. Finally, the Ministry of Finance,
the Ministry of Economy and state-owned enterprise Prozorro are responsible for implementing reforms to further
ensure procurement integrity and align it with EU standards. The specific expected results indicators, set out in Annex 1,
will be used to monitor implementation of the operation. The Bank, in collaboration with the Ukrainian authorities, will
monitor and evaluate the program’s achievement of these results.

78. Grievance Redress. Communities and individuals who believe that they are adversely affected by specific country
policies supported as Prior Actions or tranche release conditions under a World Bank Development Policy Financing may
submit complaints to the responsible country authorities, appropriate local/national grievance mechanisms, or the
Bank’s Grievance Redress Service (GRS). The GRS ensures that complaints received are promptly reviewed in order to
address pertinent concerns. Project affected communities and individuals may submit their complaint to the Bank’s
independent Accountability Mechanism (AM). The AM houses the Inspection Panel, which determines whether harm
occurred, or could occur, as a result of Bank non-compliance with its policies and procedures, and the Dispute Resolution
Service, which provides communities and borrowers with the opportunity to address complaints through dispute
resolution. Complaints may be submitted at any time after concerns have been brought directly to the World Bank’s
attention, and Bank Management has been given an opportunity to respond. For information on how to submit
complaints to the World Bank’s corporate Grievance Redress Service (GRS), please visit http://www.worldbank.org/GRS.
For information on how to submit complaints to the Bank’s Accountability Mechanism, please Vvisit
https://accountability.worldbank.org.

V. SUMMARY OF RISKS AND MITIGATION

79. Owing to the unique circumstances, the overall risk of this operation is exceptionally high. The risks to achieving
the development outcome of the proposed DPO have been assessed using the Systematic Operations Risk-Rating Tool
(SORT) (Table 4). The achievement of the development objective of this operation depends, first and foremost, on the
evolution of active fighting and other related factors that are outside of the authorities’ control. This results in high
residual risks that cannot be mitigated.

80. The macroeconomic residual risk to the PDO is rated high. The inherent macroeconomic risk stems from the risk of
external financing shortfalls and sustained attacks, which could extend beyond 2025, with continued fiscal pressure
risking a diversion of attention from the implementation of longer-term structural reforms. Fiscal pressure could also
arise from a domestic or external shock that causes a sudden change in sentiment and may trigger capital outflows from
the country or the banking system. Mitigation measures include policy efforts to strengthen fiscal buffers, including those
supported by this operation, the broader international support program, and active contingency efforts, but residual risks
remain high. The materialization of such risks could require additional financial assistance to ensure the implementation
of the reforms supported by this operation remains on track.

81. Implementation risks, including from governance, sector strategies and policies, institutional capacity, and
fiduciary aspects, are high. In terms of governance as well as sectoral strategies and policies, achieving the development
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outcome requires a multi-year strategic commitment. Risks to this exist, for instance, in the energy sector, where efforts
to improve renewable generation and trade may be derailed by renewed attacks on the electricity infrastructure that
require a rapid rebuilding of non-renewable capacity. In the railway sector, the market opening will also require a
consistent policy commitment over an up to ten-year time horizon. The complexity of some reforms, such as on land
valuations and on procurement system updates, requires strong capacity for implementation and monitoring. Both
sectoral strategies and capacity risks are mitigated in part by technical assistance provided by development partners and
a broad implementation engagement (including through a results-based operation in the transport sector and on PFM).
Despite these, residual risks stemming from the potential of sudden changes in political priorities or changing capacity
within implementing agencies remain high. Fiduciary risks arise because of increased expenditures combined with
adjusted fiduciary requirements under martial law and are partially mitigated through efforts to strengthen the PFM
system, including through procurement reforms supported by this operation.

82. Stakeholder risks are high. These arise, for instance, as individuals and firms may oppose an increase of excise rates.
The unbundling of the railway company may attract opposition from, among others, employees. The revaluation of
personal land may face resistance from individuals in regions where significant price increases are expected. Mitigating
factors involve strong preparatory work and buy-in to these reforms by the authorities and build-in consultation
processes. For instance, the excise tax reform, anticipated in the National Revenue Strategy, the railway reform and the
update of land valuations is being implemented gradually and in combination with social measures. Despite this
mitigation, residual risks especially on the railway reform remain high, due to the number of affected stakeholders
(passengers, employees, and the private sector) and the strength of potential vested interest.

83. Other risks are high. Such risks arise from two sources. First, the security situation remains extremely fragile. Active
hostilities continue and may escalate to other regions. The threat of attacks on Ukraine’s infrastructure and productive
capacity remains high, imposing further unmitigable risks. Second, even if the hostilities subside eventually, risks emanate
from uncertainty about the stability of Ukraine’s security situation.

84. Technical design risks are substantial. Technical design risks are substantial, as the unique situation generates
uncertainty with regards to policy priorities and the authorities’ ability to implement longer-term reforms. The
programmatic design, coupled with an active sectoral program, partially mitigates this risk.

Table 4: Summary Risk Ratings

Risk Categories Rating

1. Political and Governance ® High

2. Macroeconomic ® High

3. Sector Strategies and Policies ® High

4. Technical Design of Project or Program Substantial
5. Institutional Capacity for Implementation and Sustainability ® High

6. Fiduciary ® High

7. Environment and Social Moderate
8. Stakeholders ® High

9. Other ® High
Overall ® High
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ANNEX 1. Policy and Result Framework

Prior Actions, Conditions and Triggers Results
DPO1 DPO 2 Indicator Name Baseline Target
Objective Pillar 1: Strengthening the economic policy framework to facilitate a structural shift towards sustainable growth.
Increasing Prior Action 1. To reduce the | Prior Action 1. To enhance the Results Indicator 1. Total UAH UAH 50
productivity by distortionary impact of SOEs competitiveness of the railway dividends paid by State-Owned 35.1 billion (2026)
introducing on competition and advance market, the Borrower, through its Enterprises to the Government. billion
market-based their commercialization, the | Cabinet of Ministers, has submitted (2023)
incentives in the | Borrower has strengthened to the Verkhovna Rada, a draft law
SOE sector. the accountability and on railway transport that enhances
independence of SOE competitive entry opportunities into
supervisory boards, as the railway sector and improves its
evidenced through Law governance, as evidenced by Draft
#3587-IX dated February 22, Law No. 12142, submitted to the
2024, and published in the Verkhovna Rada on October 21,
Official Gazette on March 7, 2024.
2024.
Prior Action 2. To streamline the Results Indicator 2. Appointment | NO Yes
state’s participation in the banking of independent sales adviser. (2023) (2026)

sector, the Borrower has enacted a
law establishing the legal parameters
for the privatization of state-owned
banks and aligning privatization
procedures with international
practice, as evidenced by Law No.
3983-1X, dated September 19, 2024,
and published in the Official Gazette
on October 18, 2024.
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evidenced by Law #3586-IX

the registry’s use for public

Increasing Prior Action 2. To promote Prior Action 3. To promote Results Indicator 3. Total new 0GW 350 MW
productivity renewable energy generation, | renewable energy generation, the renewable energy capacity (2023) (2026)
through efficient | the Borrower has replaced the | Borrower, through its National enabled.
and fixed feed-in tariff with a Energy and Utilities Regulatory
environmentally | transparent auction-based Commission (“NEURC”), has
conscious energy | incentive mechanism, as improved the necessary bylaw for
price signals. evidenced by Law #3220-1X the implementation procedures for

dated June 30, 2023, and the transparent auction-based

published in the Official incentive mechanism for

Gazette on July 26, 2023. renewables, as evidenced by NEURC

Resolution No. 1381, dated July 26,

Prior Action 3. To enable the | 2024. .

trading of renewable energy, R.esults Indicator 4. I?ercent of 0 10

the Borrower, through its Prior Action 4. To increase the blomretthdane production (2023) (2026)

CoM, has approved the production of diverse sources of exportec.

institutional mechanism renewable energy and to promote

required to issue, circulate, integration with European energy

and redeem guarantees of markets, the Borrower has enabled

origin of electricity produced | the export of biomethane, as

from renewable energy evidenced by Law No. 3613-IX, dated

sources, as evidenced by March 20, 2024, and published in

Resolution #227 dated the Official Gazette on May 15, 2024,

February 27, 2024. and Ministry of Finance Order No.

380, dated August 1, 2024.

Enabling capital Prior Action 4. To improve Prior Action 5. To improve credit Results Indicator 5. Value of usso Uss75
accumulation in farmers’ access to loans flow and facilitate efficient support financing facilitated via agrarian (2023) million, at
the agricultural through digital technologies, for the agricultural sector including notes. least US$15
sector. the Borrower has introduced disaster relief, the Borrower has million of

a new financial instrument enacted a law to operationalize and which

that allows for the use of regulate the access of data by banks accrues to

agrarian notes as collateral, as | in the State Agrarian Registry and female

farmers and
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dated February 22, 2024, and
published in the Official
Gazette on March 7, 2024.

assistance, as evidenced by Law No.
3980-IX, dated September 19, 2024,
and published in the Official Gazette
on October 18, 2024.

Results Indicator 6. Outstanding

female-
headed and
female-
owned firms
(2026)

UAH 116 | UAH 150
credit to the agricultural sector. billion billion (2026)
(2023)
Enabling capital Prior Action 5. To efficiently Prior Action 6. To encourage credit Results Indicator 7. Share of new | 95 100 percent,
accumulation by | use public funds to support flows to the private sector, the loans supported through the 5-7- percent | 20 percent of
improving access | the private sector’s access to Borrowers has enacted: (i) a law on 9 program allocated to SMEs. (2023) which accrue
to finance and finance, the Borrower, bankruptcy procedures that to female-
enhancing capital | through its CoM, has revised facilitates the restructuring and headed and
market the 5-7-9 Loan Program to recovery of businesses before they female-
supervision. limit eligibility to SMEs become insolvent, as evidenced by owned firms
exclusively, as evidenced by Law No. 3985-IX, dated September and female
Resolution #1403 dated 19, 2024, and published in the farmers
December 27, 2023. Official Gazette on October 23, 2024; (2026)
and (ii) a law that establishes
standards for and regulates ratin
agencies, as evidencgd by Law Nf_ Results Indicator 8. Number of 1}? (tOtjl I:;y
3981-1X, dated September 19, 2024, | cases successfully using 0 (2023) tzoezg)n ©
Policy Action. The Borrower | and published in the Official Gazette | Preventive restructuring
has enacted a law on October 19, 2024. procedures.
strengthening the
independence and Results Indicator 9. NSSMC's
institutional capacity of the governance, powers, and No Yes (2026)
NSSMC in accordance with (2023)

the 10SCO Principles.

oversight framework in
compliance with I0SCO
principles.
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Improving access | Prior Action 6. To facilitate Prior Action 7. To improve the Results Indicator 10. Score on the | 2.4 2.9 (2026, or
to export markets | export processing, the integrity and competency of customs | cystoms Logistics Performance (2023) latest
by facilitating Borrower, through its CoM, leadership, the Borrower has Index. available)
customs has submitted to the enacted a law reforming the
processing. Verkhovna Rada of Ukraine leadership selection procedure for

for approval on January 16, the head of the State Customs

2024, the draft Law #10411 Service, as evidenced by Law No.

amending the Customs Code | 3977-IX, dated September 17, 2024,

of Ukraine and aligning it with | @nd published in the Official Gazette

EU customs legislation. on October 18, 2024.

Pillar 2: Enhancing macro-financial stability to create a growth-conducive environment.
Strengthening Prior Action 7. To strengthen | Prior Action 8. To advance the Results Indicator 11. General 32.6, 36.9,3.8
domestic the land tax base, the alignment of the valuation of the government (consolidated, 2.9 (2026)
revenue. Borrower, through its CoM, Borrower’s land tax base with including social security (2023)

has approved the initiation of
a pilot mass valuation of land
values, as evidenced by
Resolution #1078 dated
October 13, 2023.

market values, the StateGeoCadastre
has published a land valuation for all
commercial agricultural parcels
located in regions where sales
transactions for such parcels
occurred from 2021 through 2024
(obtained as part of the Pilot Project
on mass land evaluation) and
recorded in the State Land Cadastre,
as evidenced by the
StateGeoCadastre Order No. 318,
dated October 31, 2024, and the
published data in the electronic
services platform within the
StateGeoCadastre official website.

Prior Action 9. To strengthen excise

contributions) tax revenue and
excise tax revenue (% of GDP)

Page 30




The World Bank
Second Growth Foundation Development Policy Operation (P506463)

revenue generation from fuels,
which also mitigates carbon
emissions, the Borrower has enacted
a law that approximates excise tax
rates on motor fuel more closely
with EU minimum levels, as
evidenced by Law No. 3878-IX, dated
July 18, 2024, and published in the
Official Gazette on September 1,
2024.

Ensuring
procurement
integrity and
alignment with
EU standards.

Prior Action 8. To reduce
corruption in public
procurement, the Borrower,
through the Ministry of
Finance and the Ministry of
Economy, has adopted a joint
order initiating and outlining
the steps for the update of
automatic risk indicators for
e-procurement, as evidenced
by Order #66/3757 dated
February 12, 2024.

Prior Action 10. To improve
transparent and efficient
procurement, the Borrower: (i)
through its Ministry of Finance, has
mandated the use of updated
automatic risk indicators and their
publication as part of the State Audit
Service’s regular reporting, as
evidenced by the Ministry of Finance
Order No. 476, dated September 27,
2024; and (ii) through its Cabinet of
Ministers, has submitted to the
Verkhovna Rada a draft
procurement law to enable
expansion and improved efficiencies
of the Borrower’s electronic public
procurement system, through the
introduction of new procedures and
optimization of existing procedures,
as evidenced by Draft Law No.
11520, submitted to Verkhovna Rada
on August 23, 2024.

Results Indicator 12. Percentage
of procurement procedures
scrutinized by the State Audit
Services (SAS) from the
procedures identified with red
flags.

11.5
(2023)

20, subject
toa
maximum of
2,300
scrutinization
procedures
per year
(2026)
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ANNEX 2. Paris Alignment Assessment

Program Development Objective(s): The objectives of the operation are to (i) strengthen the economic policy
framework to facilitate a structural shift towards sustainable growth; and (ii) enhance macro-financial stability
to create a growth-conducive environment.

Step 1: Taking into account
our climate analysis (e.g.,
Country Climate and
Development Reports or
CCDRs), is the operation
consistent with the country
climate commitments,
including for instance, the
NDC, NAP, LTS, and other
relevant strategies?

Yes. The program is consistent with Ukraine’s climate commitments, namely
the NDC, Long-term Low Emissions Development Strategy and the
Environmental Security and Climate Adaptation Strategy to 2030.

The Ukrainian NDC target corresponds to an economywide absolute GHG
reduction of 65 percent by 2030, compared to 1990 GHG emissions level. Prior
Actions 1, 3, 4, 9 and 10 are directly contributing to the achievement of the
national mitigation target. The other prior actions do not hinder the
achievement of Ukraine’s climate commitments or adaptation priorities.
Therefore, the reforms supported by the DPO are consistent with the

country’s national climate action plans.

Mitigation goals: assessing and reducing the risks

Pillar 1: Strengthening the economic policy framework to facilitate a structural shift towards sustainable

growth.

Prior Actions 1,2,3,4,5and 6

Prior Action 1

To enhance the competitiveness of the railway market, the Borrower, through
its Cabinet of Ministers, has submitted to the Verkhovna Rada, a draft law on
railway transport that enhances competitive entry opportunities into the
railway sector and improves its governance, as evidenced by Draft Law No.
12142, submitted to the Verkhovna Rada on October 21, 2024.

Prior Action 3

To promote renewable energy generation, the Borrower, through its National
Energy and Utilities Regulatory Commission (“NEURC”), has improved the
necessary bylaw for the implementation procedures for the transparent
auction-based incentive mechanism for renewables, as evidenced by NEURC
Resolution No. 1381, dated July 26, 2024.

Prior Action 4

To increase the production of diverse sources of renewable energy and to
promote integration with European energy markets, the Borrower has enabled
the export of biomethane, as evidenced by Law No. 3613-IX, dated March 20,
2024, and published in the Official Gazette on May 15, 2024, and Ministry of
Finance Order No. 380, dated August 1, 2024.

Step M2.1: Is the prior action
likely to cause a significant
increase in GHG emissions?

No. Prior Actions 1, 3 and 4 will have a positive impact on Ukraine’s target to
reduce GHG emissions and are aligned with the goals of the Paris Agreement.

Prior Action 2

To streamline the state’s participation in the banking sector, the Borrower has
enacted a law establishing the legal parameters for the privatization of state-
owned banks and aligning privatization procedures with international practice,
as evidenced by Law No. 3983-IX, dated September 19, 2024, and published in
the Official Gazette on October 18, 2024.

Prior Action 5

To improve credit flow and facilitate efficient support for the agricultural sector
including disaster relief, the Borrower has enacted a law to operationalize and
regulate the access of data by banks in the State Agrarian Registry and the
registry’s use for public assistance, as evidenced by Law No. 3980-IX, dated
September 19, 2024, and published in the Official Gazette on October 18, 2024.
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Prior Action 6

To encourage credit flows to the private sector, the Borrowers has enacted: (i)
a law on bankruptcy procedures that facilitates the restructuring and recovery
of businesses before they become insolvent, as evidenced by Law No. 3985-IX,
dated September 19, 2024, and published in the Official Gazette on October
23, 2024; and (ii) a law that establishes standards for and regulates rating
agencies, as evidenced by Law No. 3981-IX, dated September 19, 2024, and
published in the Official Gazette on October 19, 2024.

Prior Action 7

To improve the integrity and competency of customs leadership, the Borrower
has enacted a law reforming the leadership selection procedure for the head of
the State Customs Service, as evidenced by Law No. 3977-1X, dated September
17, 2024, and published in the Official Gazette on October 18, 2024.

Step M2.1: Is the prior action
likely to cause a significant
increase in GHG emissions?

No. Prior Actions 5 and 7 and public administration reforms and are not
expected to cause significant increase of GHG emissions. Prior Actions 2 and 6
will support private sector participation in banking and agrarian sectors. While
these reforms may contribute to increased economic activities, the reforms
correspond to international practices and the emission-intensive activities are
not specifically supported, so private sector participation in these sectors is
likely to contribute to long-term increased efficiency and reduction of GHG
emissions. Therefore, the reforms will not cause a significant increase of GHG
emissions.

Conclusion Pillar 1 (Prior Actions 1,2,3,4,5,6 and 7): All seven Prior Actions from Pillar 1 are aligned with the
mitigation goals of the Paris Agreement.

Pillar 2: Enhancing macro-financial stability to create a growth-conducive environment.

Prior Actions 8, 9, 10

Prior Action 8

To advance the alignment of the valuation of the Borrower’s land tax base with
market values, the StateGeoCadastre has published a land valuation for all
commercial agricultural parcels located in regions where sales transactions for
such parcels occurred from 2021 through 2024 (obtained as part of the Pilot
Project on mass land evaluation) and recorded in the State Land Cadastre, as
evidenced by the StateGeoCadastre Order No. 318, dated October 31, 2024,
and the published data in the electronic services platform within the
StateGeoCadastre official website.

Prior Action 9

To strengthen excise revenue generation from fuels, which also mitigates
carbon emissions, the Borrower has enacted a law that approximates excise tax
rates on motor fuel more closely with EU minimum levels, as evidenced by Law
No. 3878-IX, dated July 18, 2024, and published in the Official Gazette on
September 1, 2024.

Prior Action 10

To improve transparent and efficient procurement, the Borrower: (i) through
its Ministry of Finance, has mandated the use of updated automatic risk
indicators and their publication as part of the State Audit Service’s regular
reporting, as evidenced by the Ministry of Finance Order No. 476, dated
September 27, 2024; and (ii) through its Cabinet of Ministers, has submitted
to the Verkhovna Rada a draft procurement law to enable expansion and
improved efficiencies of the Borrower’s electronic public procurement
system, through the introduction of new procedures and optimization of
existing procedures, as evidenced by Draft Law No. 11520, submitted to
Verkhovna Rada on August 23, 2024.
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Step M2.1: Is the prior action | No. Prior Action 8 support a reform in the public administration sector and is
likely to cause a significant not expected to cause significant increase of Ukraine’s GHG emissions or create
increase in GHG emissions? persistent barriers to a low-carbon development. Prior Actions 9 and 10 will
contribute to decreasing GHG emissions. Therefore, all Priori Actions from Pillar
2 are aligned with the mitigation goals of the Paris Agreement.

Conclusion Pillar 2 (Prior Action 8, 9, and 10): All four Prior Actions from Pillar 2 are aligned with the
mitigation goals of the Paris Agreement.

Conclusion Mitigation Goals for the DPO: The operation is aligned with the mitigation goals of the Paris
Agreement.

Adaptation and resilience goals: assessing and managing the risks

The program has been screened for climate and disaster risks, with an emphasis on the priority sectors of
energy, transport and public administration.

Ukraine is at risk of hydrometeorological hazards and natural disasters such as droughts, elevated
temperatures, heat waves, wildfires, soil erosion, mudflows, extreme precipitation and flooding, which
primarily affect agriculture, water resources, energy, transportation, health, the urban environment and
forests. Due to climate change, Ukraine has experienced increased frequency and severity of natural disasters
(such as droughts and floods) - causing in many cases, fatalities and leading to significant economic losses. While
currently the risks from climate hazards on the sectors are assessed as low, rising temperatures, shifts in
precipitation and flooding, droughts and water scarcity, and wildfires may have low impacts in the future.
Annual average temperatures are projected to further increase, and heatwaves to become more frequent.
Variability in precipitation is projected to increase throughout the country, potentially leading to higher risks of
floodings and droughts. This might also influence the risks of wildfires in certain oblasts that already frequent
in Ukraine.

Overall, the risk rating from future potential impacts of climate and geophysical hazards to these priority sectors
and therefore for the program is low as climate and geophysical hazards are unlikely to affect the achievement
of the development goals and the outcome of this operation.

Pillar 1: Strengthening the economic policy framework to facilitate a structural shift towards sustainable

growth.
Prior Actions 1, 2,3,4,5,6 and 7
Step A2: Are risks from No. Based on the climate and disaster risk screening conducted for this DPO,
climate hazards likely to have | the anticipated risks from climate hazards in Ukraine to reforms adopted under
an adverse effect on the this Pillar were found to be low. The climate-related hazards as mentioned

prior action’s contribution to | above are not expected to significantly impact the effectiveness of the prior
the Development actions in Pillar 1.

Objective(s)? The aimed outcomes of the proposed reforms in energy, transport, agriculture
and public administration are not expected to be affected by risks from climate
hazards.

Conclusion Pillar 1 (Prior Actions 1, 2, 3, 4, 5, 6 and 7): All Prior Actions from Pillar 1 are aligned with the
adaptation and resilience goals of the Paris Agreement.

Pillar 2: Enhancing macro-financial stability to create a growth-conducive environment.

Prior Actions 8, 9, 10

Step A2: Are risks from No. Based on the climate and disaster risk screening conducted for this DPO,
climate hazards likely to have | the anticipated risks from climate hazards in Ukraine to reforms adopted under
an adverse effect on the this Pillar were found to be low. The climate-related hazards are not expected
prior action’s contribution to | to significantly impact the effectiveness of the prior actions in Pillar 2.

the Development The aimed outcomes of the proposed reforms in public administration are not
Objective(s)? expected to be affected by risks from climate hazards.
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Conclusion Pillar 2: All Prior Actions from Pillar 2 are aligned with the adaptation and resilience goals of the
Paris Agreement.

Conclusion Adaptation and Resilience Goals for the DPO: The operation is aligned with the adaptation and
resilience goals of the Paris Agreement

OVERALL CONCLUSION OF PARIS ALIGNMENT ASSESSEMENT: The operation is aligned with the goals of the
Paris Agreement
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ANNEX 3. Operation Specific Annex

Matrix of Key Changes to Original Policy Matrix

Triggers for DPO 2

Prior Actions under DPO 2

Reason for change

Trigger 1. To enhance the
competitiveness of the railway
market, the Borrower has enacted
legislation on railway transport
that enhances competitive entry
opportunities into the railway
sector and improves its
governance.

Prior Action 1. To enhance the
competitiveness of the railway market,
the Borrower, through its Cabinet of
Ministers, has submitted to the
Verkhovna Rada, a draft law on railway
transport that enhances competitive
entry opportunities into the railway
sector and improves its governance, as
evidenced by Draft Law No. 12142,
submitted to the Verkhovna Rada on
October 21, 2024.

Ukraine began membership
negotiations with the EU in late June
2024, an unforeseen development at
the time of the approval of DPO1 (in
March 2024). The initial trigger
formulation has been revised to
reflect the submission of the updated
law to Parliament, rather than its
enactment. While the overall
objective of the reform is not
expected to be affected, this
approach allows for the authorities to
engage with the EU to ensure all
technical details are aligned with the
EU Acquis.

Trigger 2. To reduce the state
footprint in the banking sector,
the Borrower has enacted a law
on the sale of shares belonging to
the state in the authorized capital
of banks in the capitalization of
which the state took part that
establishes the legal basis for the
privatization of state-owned banks
and aligns privatization
procedures with international
practice.

Prior Action 2. To streamline the state’s
participation in the banking sector, the
Borrower has enacted a law
establishing the legal parameters for
the privatization of state-owned banks
and aligning privatization procedures
with international practice, as
evidenced by Law No. 3983-IX, dated
September 19, 2024, and published in
the Official Gazette on October 18,
2024.

No change.

Trigger 3. To encourage green
energy production, the NEUR has
approved regulatory legal acts
that implement Law No. 3220.

Prior Action 3. To promote renewable
energy generation, the Borrower,
through its National Energy and Utilities
Regulatory Commission (“NEURC"), has
improved the necessary bylaw for the
implementation procedures for the
transparent auction-based incentive
mechanism for renewables, as
evidenced by NEURC Resolution No.
1381, dated July 26, 2024.

The original formulation was updated
to clarify the policy content of the
supported action.

N.A.

Prior Action 4. To increase the
production of diverse sources of

This is an additional implementation
act for the green transformation law,

Page 37


https://zakon.rada.gov.ua/laws/show/4524-17#Text

The World Bank

Second Growth Foundation Development Policy Operation (P506463)

renewable energy and to promote
integration with European energy
markets, the Borrower has enabled the
export of biomethane, as evidenced by
Law No. 3613-IX, dated March 20, 2024,
and published in the Official Gazette on
May 15, 2024, and Ministry of Finance
Order No. 380, dated August 1, 2024.

supported in the first operation, and
has been added to reflect the
authorities’ progress.

Trigger 4. To facilitate mortgage
lending, the Borrower has enacted
a law for the State Agrarian
Registry that allows financial
institutions to access the State
Agrarian Registry for the
evaluation of mortgage
applications

Prior Action 5. To improve credit flow
and facilitate efficient support for the
agricultural sector including disaster
relief, the Borrower has enacted a law
to operationalize and regulate the
access of data by banks in the State
Agrarian Registry and the registry’s use
for public assistance, as evidenced by
Law No. 3980-IX, dated September 19,
2024, and published in the Official
Gazette on October 18, 2024.

The original formulation was updated
to clarify the policy content of the
supported action.

Trigger 5. To prevent unstructured
bankruptcies, the Borrower has
enacted a law on amending the
code of Ukraine on bankruptcy
procedures that facilitates the
restructuring and recovery of
businesses before they become
insolvent.

Trigger 11. To reduce information
distortions in debt markets, the
Borrower has enacted a law that
establishes standards and
regulates rating agencies.

Prior Action 6. To encourage credit
flows to the private sector, the
Borrowers has enacted: (i) a law on
bankruptcy procedures that facilitates
the restructuring and recovery of
businesses before they become
insolvent, as evidenced by Law No.
3985-1X, dated September 19, 2024,
and published in the Official Gazette on
October 23, 2024; and (ii) a law that
establishes standards for and regulates
rating agencies, as evidenced through
Law No. 3981-IX, dated September 19,
2024, and published in the Official
Gazette on October 19, 2024.

The two initial triggers have been
combined into a single action without
any change to the substance to
streamline the presentation of the
matrix.

Trigger 6. The Cabinet of Ministers
has amended the selection
process for the leadership of the
State Customs Service to ensure a
transparent and merit-based
process that includes the
constructive participation of
international experts.

Prior Action 7. To improve the integrity
and competency of customs leadership,
the Borrower has enacted a law
reforming the leadership selection
procedure for the head of the State
Customs Service, as evidenced by Law
No. 3977-IX, dated September 17, 2024,
and published in the Official Gazette on
October 18, 2024.

The change in the wording reflects a
choice by the Borrower to regulate
leadership selection through a law
rather than a Cabinet resolution.

Trigger 7. To strengthen the land

Prior Action 8. To advance the
alignment of the valuation of the

No material change. The wording of
the action has been updated to reflect
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tax base, the StateGeoCadastre
has updated land valuations from
the pilot project and made them
available at property level on their
monitoring website.

Borrower’s land tax base with market
values, the StateGeoCadastre has
published a land valuation for all
commercial agricultural parcels located
in regions where sales transactions for
such parcels occurred from 2021
through 2024 (obtained as part of the
Pilot Project on mass land evaluation)
and recorded in the State Land
Cadastre, as evidenced by the
StateGeoCadastre Order No. 318, dated
October 31, 2024, and the published
data in the electronic services platform
within the StateGeoCadastre official
website.

the policy content.

Trigger 8. To strengthen excise
revenue generation and mitigate
carbon emissions, the Borrower,
through its Cabinet of Ministers,
has approved the Budget
Declaration for 2025-27, that
approximates excise tax rates on
motor fuel more closely with EU
minimum levels.

Prior Action 9. To strengthen excise
revenue generation, which also
mitigates carbon emissions, the
Borrower has enacted a law that
approximates excise tax rates on motor
fuel more closely with EU minimum
levels, as evidenced by Law No. 3878-IX,
dated July 18, 2024, and published in
the Official Gazette on September 1,
2024.

The change in the wording reflects
that the authorities have enacted a
change to the tax code that achieves
the expected result.

Trigger 9. To prevent corruption in
public procurement, the Ministry
of Finance has issued an order
that mandates the use of updated
automatic risk indicators and their
publication as part of the State
Audit Service’s regular reporting.

Trigger 10. To align procurement
rules with EU standards, the
Borrower has amended the public
procurement law that includes
provisions that substantially put it
in alignment with EU directives.

Prior Action 10. To improve transparent
and efficient procurement, the
Borrower: (i) through its Ministry of
Finance, has mandated the use of
updated automatic risk indicators and
their publication as part of the State
Audit Service’s regular reporting, as
evidenced by the Ministry of Finance
Order No. 476, dated September 27,
2024; and (ii) through its Cabinet of
Ministers, has submitted to the
Verkhovna Rada a draft procurement
law to enable expansion and improved
efficiencies of the Borrower’s electronic
public procurement system, through
the introduction of new procedures and
optimization of existing procedures, as
evidenced by Draft Law No. 11520,

The two initial triggers have been
combined into a single action to
streamline the presentation of the
matrix.

The authorities have begun
discussions on aligning the
procurement legislation with the EU,
following the opening of EU
negotiations. The initial trigger 10 has
been revised to reflect submission of
a draft law to Parliament instead of
an amendment, to ensure full
alignment with EU standards before
final approval (while the overall
objective and impact of the reform is
expected to be maintained).
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submitted to Verkhovna Rada on
August 23, 2024.
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ANNEX 4. Required Accompanying Documentation

Letter of Development Policy

KABIHET MIHICTPIB _ CABINET OF MINISTERS
YKPAIHM _ OF UKRAINE

IITanosunii nane banra,

Big imeni Vpany Vipaium xouy cropuerarucs 1iero Harozoro, mob
BHCJIOBHTH TeIUT BiTaHHA Ta momskyBary Ceitosomy Ganxy i Bam ocobucto 3a
MIATPHMKY Ta [oHoMory YKpaiHi Big mo4aTKy Broprienns Pociiickxol
QGegepanil B Vrpainy.

3a octaHri aBa poxx CsiroBmii Gauk mizTpumMaB Vipailny DUITXoM
- 3ame4aTKyBaHHA pAgy Ipoexrie i nporpaM. Y mewax npoexty “TIiaTpmmia
DepikaBHUX BUNATKIR 19 2ale3NeveHHs CTiHKOro AepXaBHOIO YIpaBIiHHA B
Yxpaini” (PEACE) TpuBae Hajauug DigTpuMku Ypaxy Vxpaiuu y BuxoHamHi
KIOJ0BHX  QYHKUHl AEpKABHOTG  yrpasiiHEs HA HAUiOHAILHOMY Ta
perionansHoMy PpiBHI InA 3afesNetdeHHs BATPMBANOCTI  agMiHICTpaTHBHOL
CIIPOMOSKHOCTI AepiaBHuX opradiB Yxpainu. 3 Llumosoro dommy migzrpumku
Vxpaine (URTF) npodimancoBaHo BaJIMBI 38XONH 3 BiOHOBIGHHH Ta
Epapomenns norenuiany. llpoext “IaBecTHmil y comianmsuuii 3ax#cT 3ammk
IJIBHDIEHHS OXOIUIEeHES, crifixocti Ta edextmsnocti {(INSPIRE) uiprpumas
Hallli 3ycHind 3 HafjaHHy conianbHol JomoMord. Y pamkax Excrperoro npoexty
HaJaHHS {HKTIOIMBHOT MiATPUMKM M BiTHOBNEHHA CilBCHKOrO rocroAapcTEa
VYxpainu (ARISE) MaNAM ~ QepMepchKHM TOCIIOAPCTEAM Ta
cinerocreEapoOHIKaM 3aIIPOIIOHOBAHO AOCTYIHI KpemuTH s
cinEckxorocnomapcekoro BupobHuirsa. 3a npoexramu “3MINHEHHS CUCTEME
CXOpOoHH 370poB’s Ta s0epexenus xurra” (HEAL Ukraine) ta “Pemont sxutna
‘Ind BIOROBICHHEA npas i moxnmsocte#t moneit” (HOPE) mapamo kpuTmamo
BLKNHBY NIZTPHMKY CEKTOPY OXOPOHH 31CPOB’A Ta JKHINOBOMY CEKTOpY.
Bopnouac eHeprerwunHil i TpaHCIOPTHHHA CEKTOpH OTPHMANM MATPHMKY B
paMirax npoexTiB “BinHoBnennsi eseprosabesmevetEd ¥ 3HUMOBHE mepiod Ta
[OCTAYaHHA eHepreéTHdHMX pecypeis” (Re-Power) Ta “BinHOBNeHHA KpHTHIHO
BwnEpol  sorietmgnol  iHQpacTpyKTypH Ta MepexeBOre CIOMyYeHHR”
(RELINC). Buxonanns mporpame “TligpumenHs AocTymHOCTI Ta cTifikocti
ocBiTH B yMoBax kpusu B Ykpaiui” (LEARN) cnpuse BiIHOBIEHHIO cucTeMH
OCBITH MIIAXOM INIBHINEHHA piBHA Oesnexn B IIKONaX, 3a0e3neueHHs
TPaHCTIOPTY /1A Y9HIB, IO HANEXAT, JO BPa3MMBMX KATeropiif HacelmeHHs,
HigsHIeHA ksanidixauil punTenis i nocTaMaHHA MPYIHHKIB. :

Many Amxaro BAHTA,

IIpesupenty CpiToROro banky,
Baumnurron, oxpyr Koaymbin, CIIIA
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2

3rigHo 3 HaumM mIaiiom pedopm cepis mosuk CeitoBoro Gamky Ha
NiATPHUMKY MOMITHXH POBUTKY COPHANA MOAANBIIOMY IIPOBEJCHHIO peaumizanii
CIPYKTYypHHX pedopm, CHPSMOBAHUX HA TIOCHIEHHS IIO'I‘EHI.IIHJIy 3pOCTAHHS
VkpaiHH 1Ta NpUMBEZIEHHS! HAIIOHAIGHOI €KOHOMIKM y BinmoeidwicTs i3
craggapramu €C. Peaxizania maiibyTrix npoektis “TligTpumka BiaOynosH 3a
LOIIOMOIOK)  PO3YMHOrO  (icKamsHOTO ynpanniﬂﬂn” (SURGE), “Criiixe,
iHKIO3KNBHE Ta CTANC nizupuemuuureo” (RISE) i “Tpancgopmalis oXOpoHH
340POB’A 3ABAAKH pedopMaM Ta {HBeCTHNIiAM B ecbemnmc'rs” (THRIVE)
CIpHATHME 3MILHEHHIO KIIOYOBHX CEKTOpiB Hamoi exoHOMiKH. 3aramoM
3a3HaueHi OPOSKTH CHPMATHAMYTS Nojanemiii migTpumni —exoHoMiwHOL
criitkocri, colianeriif cTabinsHOCTI T2 CTaI0MY BIIHOBICHHIO Y KPaiHK IIIAXOM
nocunesHs (iCKAIBHOIO YUPABNIHHS, CHPIAHHA 3POCTAHHIO IiNOPHEMCTB i
MIABAIICEHA ©QEKTHBHOCTI OXOPOHH 3X0POB’A, IO € IUEC ONHHM CBIXHCHHIM
HAIIOI'0 IIparfHcHHA NnoOymysaTH MIiLKY, {HIUIO3MBHY Ta CTIHKY OCHOBY A
JOBMOCTPOKOBOTO 3pOCTAHES. '

3aBUAKM  HAOOJNETMMBHM 3yCHIUIsM 1 MOCTiHmiE migrpmMmii Hammx
MIXKHApOAHMX NapTHepiB HaliOHaN-HA eKOHOMiKa, OrOBTABIIKCEH INCILY CrIAXy
2022 poxy, IpPOZEMOHCTpyBana CTiliKicTs, Ta 30eperna NOIATHRHI TEMIIM
spocrarus y 2023 Ta 2024 poxax. IIpore tpuBanmi sifickkoBi aii Ta
I[JIECIPIMOBaHI BOPOXI ATaKM INPOAOEXKYIOTh HABAHTKYBATH JEpKaBHMIL
Gromxer, ipo mo cBimgmTs NediunT BanoBoro BHYTPIMIHBOIO NPOAYKTY. Mu
BOAYHI 3a HCOI[IHEHHY MNATPHMKY, HaJA2HY HAMUMH MDKHAPOIHAMHY
napraepamy, 3oxpema CoitopuM 6anxom, MiXHAPOZHMM BRIIOTHEM (OHIOM
(MB®), Cnioxryuenumu liltaramn AMepnxu, €ppomneiicekaM Coo30M, YpagoM
SInoril Ta Ypagom Crnonyuenoro Koponiscrsa Benuxol Bpuranii Ta IlisrivaOl
Ipmaugii. 3 origmy Ha owikyBaumif 3HauHmii QickansHui THck VYipaiHa

PO3PaxOBYE Ha MNIATPAMKY CROIX MIXHAPOJHMX MAPTHEPIB y MaitbyTHROMY.

Hessaxaiogm Ha Han3BAYadH] BHKIMKH T4 HEBH3HAYEHICTH, COPHYMHEHI
BTOprHeHHAM Pocificskoi Penepauii, Mu 36epernmm MaxpoeKoHOMIIHY i
GinaHCcOBY cTabiNBHICTE Ta MPONEMOHCTPYRANHA HAIIY 3/IaTHICTE IiATPHMYBATH
cTabimeni  MakpOeKOHOMIYHI IIOKasHMKH, Po3yMHa JepaBHA IONITHKA
(BuBaxeHi Ail Ypagy, cipsMOBaH] Ha 3axXMCT HaceleHHA TA BiIHOCHO XOpCTKa
MOHETapHa IOJNITHKA LeHTpanbHOro 0aHKy) CHOpHse yTpuMmaHHio iHdursuii mix
KOHTPOJIEM HE3BaXKAXOYH Ha HEIOZABHE 3pocraHBs indumanii o 9,7 mixcorka y
xoBTHi 2024 poxy 3 3,2 Bimcotka y xBitHi 2024 poxy. BanioTHi pesepsu Ha
Kitems xoBTHA 2024 pOKY 3aIMIIAlOThCA MOTYXKHHMH i CTAHOBIATE ONHM3BKO
36,6 w~npm. pomapis CIIA (ix ofcar pgoctaTHi Ama  3a0c3mevucHHEA
dinancysauna 4,6 Micama MaiibyTHEOro iIMIOPTY), TOX MH 3MOITH OepedTH Jo
PeXHMY KepOBaHOI THYYKOCTi OGMIHHOIO Kypcy Ta iminiloBaTH HOBEpHEHHS J0
peauMy TrHydxoro indmanifiroro TaprerysaHms. Cxpanenus Crparerii
HamioHanmeHHX JoxoZis ao 2030 poxy ACMOHCTPYE Hamyy TOTOBHICTB
sMilyoRaTH Gickaneny cnpomoxwicTs. Takox Gyno 3arsepmkeno Jopoxo
Kapry pepopMyBaHHA CHCTEMH YIPABMiHHA JEpXKaBHUMH iHBecTANisMA 3
METOI0 (HOPMYBAHHS KOHTEXCTY, GavucHHA, OCHOBHUX NpPHHIMIIB Ta HamlpsMiB
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noSy 08K LinicHOI, cTano] Ta edexTHBHOI CHCTEMH YIPABRIIHHA JepiXaBHHMH
inpecTumisMu, ska 3abesneuye MNaHyBaHHS IHBECTMIINHMX IPOEKTIB 3
ypaxyBaHHsM CTPaTEriYHUX OPIOPUTETIB Ta CEPEAHBOCTPOKOBOTO Gro/mxery, ix
Binfip 3a €IMHHMM Ta [PO3OPHME HIPONCOYPAMH T4 YiTKHMH KPHTEPLIMH 1
BHKOHAHHA B 34IUIAHOBAHI CTPOKH 1 B MEKAX 3aIIaHOBAHOTO (DIHAHCYBAHHA.

Hami sycwuis momo HiATPHMKH MaKpoeKOHOMIMHOI cTablnEHoOCTL Ta
ognouacioro 3giicHeHdss pedopm Oynm BH3HaHi HAIMMU MDKHApOJHHMM
nmapTHepaMH. Ilporpama MixkHapogHoro samoTHOro ¢ouny (EFF), ska 3
Gepeaus 2023 pOKy cTana BaXINBOIO 3aNOpPYKOI0 cTablikHOCTI, Hajami
BHKOHYETHCS, | HEIOJABHO MM NpOHNUIM IU'STHH rlepcma,n 1i BUKOHaHHA.
VxpaiHa TakoX 3HaYHO [POCYHyNAacs BIEpEs Y AOCATHEHHI aMGiTHOL nini moxo
BeTyny no €C, mo npHBeno jo od)muiHoro BIAKPHTTA neperonopln y 4yepsHl

- 2024 poky. Bpemuri, MH 3anHMIIaEMOCH BiIIAHHMM IIporpaMi CTPYKTYPHOTO

PR

3pOCTAHHA, PO IO CBITYMThL HAlA e(eKTHBHICT Y BHKOHAHHI OONEpEAHIX
32XQfiB, MiaTpuManux y Mexkax Ilepmoi nosuxu IIporpamu mineH, gepskasroi
TOMTHKA T4 3aXOLiB, T2 HAllA BiANaHiCTE MeTi PO3BHTKY, fKa monarac y (i)
3MiIfHEHHI OCHOB €KOHOMIYHOI [ONITHKM /sl CHPUAHHS CTPYKTYPHOMY
3MILEHHIO X0 CTANTOro 3pocTaHmnd; Ta (ii) mocmmenni Makpodimancomol
cTaGiNEHOCTI 3 METOK CTBOPEHHS CIIPUSITIHBOIO CEPEROBHINA /ISl 3POCTAHHS.

Peanizanis pediopm y pamkax [Tepmiof mozuku [Tporpamu riinel, gepxanuol

CTOJITHKM T4 3aXOAiB cupuse 30IMBIIEHHIO MOTEHI{ANY 3POCTAHHA eKOHOMIiKE

HLUISXOM IiIBUINEHHA TPOAYKTHBHOCTI, HAKOIMYEGHHA KaliTany Ta ZOCTYIy XO
€KCIIOPTHOT'O PHHKY.

ITo-nepine, Kabiner Minictpie Vxpaiau cxsanms i nogas no Bepxoenol
Panu VYxpainn npoexr 3axkoHy VYkpainm “Ilpo cucremy 1A ocobmmBocTti
GYHXIIOHYBAHHA PHHKY 3aMi3HHYHOIO TPaHCHOPTY YkpaiHu” (peecTpaniiimmii

-moMep 12142 Bim 21 xmoprma 2024 p.), cnpaMOBaEMH HA IiABHIIEHHI

KOHKYPEHTOCHIPOMOXHOCTI VkpaiHH y cdepi 3amisHHUHOrO TpaHCIOPTY Ta

TOKPAIeHHS YIPABMIHHA HMM BigmoeigHo mo Acquis €C. 3asnauenmif

3aKOHonpoeKT nepe,qﬁaqae poa,uinemm AT “Vxpainceka aanisﬂmm” Ha JBi
oxpemi jepxarHi xomnamii: oneparopa mcl)pac'rpymypu i nepepisHuKa
BAHTZXKIB Ta r[aca)mrpm a TaKOX CTBOPIOE OCHOBHI mcrmymnm OpraHy JuIs

“ pPETyJI0OBaHHs CKOHOMITHOI Ta TEXHIMHOI QUUIBHOCTI 3a3HMHOIO TPaHCIOPTY.

3aKoHONpPOEKT COPAMOBAaHMH Ha MABMINCHHA piBHA Oesnexu, eQeKTHBHOCTI Ta
KOHKYPCHTOCIPOMOJKHOCTI IIUIIXOM BCTAHOBNIEHHA piBHOrO JoOCTIymy JO
iHpacTPYKTYpH, BHPOBaIXKEHHA - CYBODHX NpaBHI 0e3NeKH, Y3TroKeHHS
TeXHiYHMX craeAapTiB 3 HopMame €C. Jlo TOro X 3aKOHONPOEKT MICTHTh
rpadik MATOTOBKM Ta [IPOBENEHHA PeCTPYKTYpH3alii CeKTopy, B TOMY 9HCII
posainennn AT “Ykpaiucska 3amisHung”, peanizailis AKOrO PpO3NOYHETHCA
BiJIpasy IIiCiI% yXBaleHHs 3aKOHOMPOSKTY.

Ilo-apyre, npuiitiTo 3aK0H chpa'fnn' Bix 19 sepeena 2024 p. Ne 3983-IX,
AKUH CHpPAMOBAHO HAa CKOPOYGHHS YacTKU [OepiKaBHOI BIAcHOCTI B
0aHKIBCLKOMY CeKTOpi VYxpaiHH, SKHH pO3MMPIOE KOJNO TIOTEHIIHHAX
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iEBecTOpiB, HO3BONINE 3HilMCHIOBATH NpOXaX OyAb-AKOi 4acTKM AepXaBH ¥y
OaHKy, migBMIYye BUMOIH JIO HOPHIMIHMX OCiD, AKMX MOXE 3alydatH jAepiKaBa
AK PagHMKIB 3 TIPOJAXKY, Hajac MDKHapOZHAM JOHODaM MOXNHBIcTh Gpard
y4acTh ¥y Ipoledypi BiabOpy pamMuKIB 3 HPOAaXKY Ta IpPONEIypi camMoro
OpOJJadXy, OHOBIIFOE IpaBHiIa MOLO BH3HAUCHHSA [[IHM T4 MPOBEJACHHA aYKIIOHY
BiJIIOBiqHO 210 peKoMeHxali#i CeiToBoro 6aHKY, BpaXOBYE BIPOriqHICTE YIACTi B
ayKIioHi JMille offHOIO iHBecTOpa, NPUBOJUTE BAMOIH JI0 JIOTOBOPY KyIiBii-
NpoRaxy Yy BiANOBIHHICT: 3 PHHKOBMMHM NPAKTHKAMI, HiBeNIOE MOXIUBICTE
HETAaTHBHOI'O BILIMBY HA NpOLEAypy npoaaxy. Hanan mMaeMo Hamip BKHBATH
3aX0xiB A0 iMmeMeHTauii npuituaTHx HopM 3akomy Bin 19 BepecHs 2024 p.
Ne 3983-IX mna mopansmoro samy4eHHs PaJHAKIB,

[lo-TpeTe, 3Baxkalouu Ha HaranbHy NOTpe0y B 3MILHCHHI CHEPreTMIHOI
Gealexu Ta CTANOr0 PO3BATKY, MH YCILIIHO BIPOB2LXYeMo 3axoH YEpaiuu Bin
30 gepsra 2023 p. No 3220-IX “Tlpo BHeceHHA 3MIH A0 ASAKHX 3aKOKIB
VkpaiHH Iuopo BifHOBNeHHS Ta “JeleHol” TpanchopMmauii eHepreTHIHOI
cAcTeMU " VYkpaiHw”. IHauiorancHa Kowmicia, mo 3gilicHioe  Jiepskasue

PEryiioBaHHs y c()epax eHEpreTHKH Ta KoMyHanpHMX nocayr (HKPEKIT),-.

po3spobmna Ta 3aTBepAMia HeoOXiAH! HOPMATHBHO-IIPABOBI AKTH JIH peaizanii
3a3sHavedoro 3akoHy. Joxpema, 24 ciuns 2024 p. BHeceHO 3MiHH JI0 NOCTAHOBA

HKPEKII sig 26 xsita 2019 p. Ne 641 “IIpo saTBepxeHHs HOPMATHBHO--

IIDEBOBHX A4KTiB, IO PErymOIOTh LLANBHICTE TapaHTOBAHOIO IOKYIUA Ta
KyNBIIO €JEKTPHHIIOl eHeprii 3a “seneHnM TapuhoM”. 3rinHo i3 3a3HaueHOI
nocranoporo HKPEKII 3atsepmietio, 3o0xpeMa, THIOBHE ZOroBIip NpPO HaaaHHA
nocrwyry i3 3aesrevyeHHs MNiOTPUMKH BUPOOHMUTBA ENEXTPHYHOI eHeprii 3
BLIHOBIIOBAHUX JDKepes eHeprii 3a MexaHisMoMm puEHKoBOI npemii Ta THOoBRii
JOroBip Ipo ydvacTh y GanaHcyrodilf rpymi rapaHTOBAaHOrO NOKYINE TZKHX
srapobHuKiB. KpiM Toro, mocranororo HKPEKII Big 26 summst 2024 p. Ne 1381
“ Oyn0 BHeCeHO - JONATKOBI 3MIHH [0 THIOBMX JOTOBODIB MO0 KyIHBIi
elIeKTPOoeIeprii 3a “3eneHuM” TapHdOM Ta MCXaHIi3MOM PHHKOBOL Tpemii, i3
3000B’M3aHHAM M1 YHacHHKIB PHHKY 70 1 xxomTHa 2024 p. npusectH cBOi
HZOTOBODH Yy BiAnopiadicts i3 npuitnatTHME 3minamu. 1 HabyTTs Taxanu
yYacHHKaMY DHHKY CTaTyCy KODHCTyBada peecTpy rdpaHTifi MOXOMKeHHA
eNeXTPUYHOL eHeprii 3 BiZHOBMOBAaHHX JUKepen eHepril, wE Takox O6ys
crBopeHuit HKPEKII Ha BUKOHaHH® 323HA4YeHOr0 3aKOHY, IOCTAHOBA
3060B’13yE rapaHTOBaHOIO IOKYILS HajaBaTd TexHiuHy, iHQopManiiay,
OpraisaliiHy Ta KOHCYNBTalliHHY MIATPHMKY y4acHMKaM PHMHKY, IO YKIAIH
AOroBIp OpO KyTIBJIO-POX&X CICKTpocHeprii 3a “senenum” Tapudom Ta 3a
MeXaHi3MOM PHHKOBOT npemii

ITo-ueTeepTe, HA JOZATOK 4O 323HAYEHMX 3YCHIh MM KOIBOJHIH CKCIIOPT
GiomeTaHy OULIXOM YXBalexHs 3akoHy VYxkpaimm Big 20 6Gepesma 2024 p.
Ne 3613-IX “Tlpo BHecerHs 3mix o MurHoro xomexcy Vipaiam ta immmx
3aKOHiB YKpaiHH MO0 0cobnMBOCTEH 3AiMCHEHHS MWTHOIO KOHTPOMIO TA

METHOrO o(HOpPMIICHHSA OKPEMHX KaTeropii ToBapis” Ta MpUHHATTA BifMOBiMHIX.

Hakasis MiuicTepcTBa dimancis VYxpainum. 3okpema, 3a3nadcHHM 3aKOHOM
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CHPOIIEHO [pOUEAYPH eKcIopTy Oiomeramy Ta 3abe3nedcHo 3aificHeHHA
HaJeKHOI0 KOHIPOMIO 1 IpO30piCTs NpOUECY, INO CIpHUATHME Oifbi

e eKTUBHOMY. eKCIIOPTY GioMeTany, BIAKPHTTIO HOBHX PHHKIB 1A YKpaiHCLKIX

NiSOPHEMCTB 1 IOCHIEHHIO IHTerpaumii 3 €BpOICHCHKMME CHEpreTHUHHMH
puHxkaMH. [IpoBegerHs Takoi MOMITHKH TAaK0XK CBiAIMTE IIPO ‘Kallle IIPAarHeHHS
IO CTAJIOT0 3POCTAHHSA IUIAXOM IIPHCKOPSHOIo IepexoAy JO posnofineHol
BiIHORMIORAHOY reHepaii. |

Io-i’siTe, 3 METOI0 NOMINUIEHHS CHTyamli 3 HajaHHAM KpeauTiB |,
BIAIOBIAHO, HAKOMMYEHHA KamiTany, npuiiaaTo 3akoH YKpaind Big 19 Bepecus
2024 p. Ne 3980-IX “TIpo JlepxaBHEil arpapHHH peectp”, SKHH LO3BOILAE
QiHAHCOBHM YCTAHOBAM OTPHMYBATH JocTyn: Ao JlepxaBHOrO arpapHOro
peecTpy a1 OUIHKH 3a9BOK K4 IMOTEKy, WO COpPUATHME TIONOJAHHIO
- inGopManiiinux cymepedok, Ta HaJacTs ‘GaHKaM KOMIUIEXCHE YABJNEHHS IIpo
aKTHBHM T4 EKOHOMIYHY XifiIbHICTH 3afBHMKA, OTXKE, CIPHATHME PO3IMMPEHHIO
KPEAWTYBAHHSL. .

Tlo-mocre, mnd mocuneHHs Qinancoroi craGineHocTi Ta momimmeHHs
LOCTYIy MaluX Ta CEpemHiX MANPHEMCTE A0 QIHAHCYBAaHHA MM YXBAIMIM
3axor Yxpainu Bin 19 Bepecua 2024 p. Ne 3985-1X “TIpo BHecemns 3MiH zio
Konexcy Vipainu 3 mpoueayp GaHKpyTcTBa Ta NCAKHX iHITMX 3aKOHOK@BYMX

aKTiB YKpaiHd moxo iMmementanii Jupexrusn €Bp0r_[éﬁcm(oro [apJaMeHTy -
ta Papu . Eppomeiickkoro  Corosy  2019/1023 Ta. 3ampoBaIKEHHT - -
' IpOLeRYpP UPEBSHTHBHOT peCTPYKTYpH3anii” Ta 3akoH YKpainu Big 19 sepecis

2024 p. Ne3981-IX ‘TIpo pedtunrysamns”. 3okpema, 3akoH VKpaium Big
19 gepecus 2024 p. No 3985-IX ynockowamoe mpoueaypH 3amofiranms
HETNaTOCTIPOMOKHOCT] Ta iMIUIeMeHTYe ocHOBHI monoxenus Jupextusu €C
2015/1023. 3a3mazeHEM 3aKOHOM 3aIIPOBAMKYETHCA MEXAHIIM TIPEBeHTABHOL
_pecTpyKTypHsanii, Axkuil 3abesnedye miampueMcTBaM, sKi MalOTh (imarcosi
TPYAHOI, ympaBniHCKi, ¢inamcopi, npamopi Ta Texmidmi 3axomM uix
3anofiraHng HemIaTocupoMoxxHocTi. 3akoH Vkpainn Bix 19 Bepecns 2024 p.
Ne 3981-IX, sxuit perymoe npouenypu akpeIuTauil pelTHHIOBMX areHIcTB i
BCTAHOBJIOE CTAHAAPTH SKOCTI Ta AoOGpOuEcHOCTi, BU3HAUCHO MEXaHiZMH
zanobiragHs  xoHQMIKTY ixTepeciB, nepeaGayaloTh HpozopicTs pedTHHriR i
MCTONOJIOriH,  3axWmaloTh - KoHQigennilimy  imdopmaniio, a  Takox
3aNPOBAUKYIOTh HaNCKHUH Hariax i perymoBaHHA. [IpuiiHATIS 3a3HaueHOro
3axony 3abe3amedyc NpHBCHCHHA HOPMATHBHO-IIPABOBOI 6a3M JJIA KpEHUTHO-
PEHTHHIOBHX areHTcTB Yy Bigmosiguicts 3 [IpHuummamm Mixuapoasol
opraHisauil xomiciii 3 uinnux nanepis (I0OSCQO), mo cnpusATHME 3a6e30eUCHHIO
BimmosigHocTi Vxpaimm BuMoram Permamenty €C Ne 1060/2009 mono
KPEeJHUTHHX PeHTHHIIB.

[To-ceome, mMm yxpamunu 3axon VYkpaimm Bim 17 Bepecns 2024 p.
Ne 3977-IX, axuM BU3HaueHO ocoGIMBOCTI NPMIHATTA Ha cIy6y N0 MHTHHX
OpraHiB Ta IPOXO/DKeHHA CIy:XOM B MHTHHX opranax. 3oKpema, Takui 3axoH
YHODMOBYE TMOIOKEHHS MHTHOIO KOJAEKCY VYKpaiiM moZo yKIameHHS
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KOHTPAKTY IIPO NPOXOKEHHS CIyX0M B MHTHUX OpraHax — BCTAHORIEHHS
iCTOTHMX YMOB KOHTPAaKTy; BCTAHOBIIO€ BEMOIY INOAO IIPOBECACHHA pa3 HA ik
TIepeBipKY MMTHHX KOMICTCHIiH; 3acTOCYBAaHHS pOTauil, TpoOBeJeHHA
ncrxodisHYHOrO ONHTYBAHHX i3 3aCTOCYBaHHAM Iodirpada; NPOBEICHHA
IepeBipky Ha JoOpovecHicTh Ta MOHITOPHHTY cHocofy JKHTTA MOCajgoBHX 0ci6
MHTHUX OprasiB, pe(opMye nopAnok o6paHHA KepiBHHKIR JlepskaBnoi MHTHOI

ciayx6bu. 3asnavenyit 3aKoH 3ampPOBAKYE INMPO30PY NPONEAYPY KOHKYPCHOTO

Binbopy xepipHMKa ciyx6m i mepemfavae BaroMy yuacTh MiXKHapomHMX
eKCIepTiB 3 BUPIIANEHUM TOIOCOM y BH3HAYEHH! KOPDOTKOIO CHUCKY 3 JBOX

KaHOUOATiB, nicas Joro MinicTepcrso dinancis Ykpainu ofuparnMe KepiBHuKa °

MurHHLI, Bianosiako Ao Hamux 30008’ A38Hb 3 CTPYKTYPHHM “Maskom™ MBO
MM i Hajaui 3acTOCOBYBATEMEMO TEKY NPOLENYPY BiAOOpY s NpH3HAYEHHA
Hosoro I'o;ioBH [leprkaBHol MUTHOI ciTy:x0H YKpainu o cepemuni 2025 poxy.

3 Merolo ONSpaTHBHOTO ~BHKOHAHHA BHMOTr 3akoHy YKpaild -

“Big 17 Bepecms 2024 p. Ne 3977-IX KaGinerom MimicTpin Ykpainu

3aTBEPIKEHO IIIaH OPrarizanii IiJrOTOBKA IPOEKTiR akTiR TA BUKOHAHHSI

iHumx 3aBmaHB, HeOOXiZHMX I peanisanii  3asradeHoro 3aKoHy, fKMM
BH3HAYCHO KOHKPCTHI 3aX0J4 3 BHUKOHAHHA BiXMOBIZHAX MOMOXEHB 3aKOHY

Vxpaiuu Bix 17 sepecna 2024 p. Ne 3977-IX, opramu, BinmoBiganeHi 3a ix -

BHKOHAHHA, Ta BiXNOBifaIBHI CTPYKTYpHi mimposmimn Cekpertapiary KaGinery
MinicTpis YkpaiHH, a TAKOK BCTAHOBICHO CTPOK BHKOHAHHS KOXKHOTO 3aX07Y.

Pedopmu B Mexxax Jlpyroi no3uku [IporpaMu nineft, Aep>xaBHoi moniTuku
T2 3aXOJiB IiXTPUMYIOT: peamnizalifc Maxpodinancosoi DONTHKH, sAKa
CTHMYIIIOE eKOHOMIYHE 3pOCTAHHA.

lNo-nepwe, 36insmedHs goxoAiBs Mae BUpillanbHe 3HAYeHHd A
3aK0BONeHHA  (ickanenux moTpe 1 3afesnedeHHs HANEXKHOI MiXTpUMKH
- HALIOHATEHO] eKOHOMIKH. 3 ypaXyBaHHAM pedopm, 3amodaTkosarnx CBITOBEM
- bankoM y ‘MeKax IIO3HKH Ha IATPHMKY NONITHKH pO3BHIKy ‘“‘Jlonmomora Ta
BiIHOBIEHHN”, MH HaOGJNWKAEMoOCi A0 Hamol METH — 3MIiHEHHA 0asH
ONIOZIATKYBAHHA 3eMI. 3a miaTpuMxH B Mexkax [lepmol nosuxw i3 cepii mosmx
3aNpOBaIKEHO MiTOTHHI [IPOEKT, BiAMOBigHO g0 SAKOT'0
BHKODUCTOBYBATEMETECA MAaCOBa OLiHKA 3eMmens. PesynsraToMm peanisanii
323HA9EHOTO MITOTHOTO IPOEKTY CTAB PO3PAXyHOK MAacOBOI ONIHKH 3eMeNk, 1o
omybmixosaumit Ha odimiiiHoMy caiiti [epxreokagacrpy. IlepejnfauaeTses
BXKMTTIA KOHKPECTHHX 3aXOiB HO BHKOPHCTAHHN MAaCOBOI OI[IHKM 3emelNh i
NOKpAaINeHHA ONOLATKYBaHHA 3eMeiib B YKpaini, Ha ocHoOBI oTpumanux Binryxis
MH BJOCKOHANMMO METOLOJOTiIO, fKa BHKOPHCTOBYETECH -JIA POSPAXYHEKY
MacoBof ONIHKH 3eMeNs, T4 BKMIOYAMO B DErpeciiy. Mofenb KIIOYOBi
Tonorpadiuni xerani, sKicTe rpyHTy, BiACTaHB A0 iH(PACTPYKTYPH, 8 TRKOXK
3aGesneunMo omepauiiiny cymicmicts 3 peectpamu ampec i 6ynimens miciz
CTBOPCHHA BiANOBIZHMX peectpiB, mo6 NpHs’s3aTv cropyau AC BiANOBiAHOT
3eMENBNOl AiNsHKH, 1o 3abcsncunts po30YXOBY CHCTEMH MOHITODHMEIY
3eMENbHUX BigHocum. Jlns BBezieHns B Ai0 TAKHX OLIHOK MH [LIaHyeMo (i)
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BHECTH 3MiHH 70 3eMeinbHOro KoAekcy VYKpaiHM Ta IHHIIMX HOpPMaTHBHO-
IIPaBOBUX aKTIB 3 METOK 3a0e3leueHHS MOZIIMBOCTI BHKOPUCTZHHS MacOBOI
- OLIIHKY 3eMellb B 0011acToX, Ie 33CTOCOBYBAJIACS HOPMATHRHA IPOLIOBA OIiHKa, 1
TIOKJIAcTH BiAMOBIZANBHICTS 332 aOMIiHICTPYBaHHA CeoiH(OPMALIRHOI cHCTEME
JUIA TaKol ONIHKH Ha BignosigHi oprauy; (ii) cxBanury 3a pimennaM Kabinety

MinicTpip YKpaiHH  METOAONOrI0, AKa BHKOPDHCTOBYBATHMCTHCA, 1

TIepioNMYHICTH OHOBNEHI OLiHOK; (iil) onoBury IlomaToBHit Koxeke Yxpainn
3 METOIO 3aIPOBAKEHHA MAcOBO] OIIHKHM 3eMeNb ANA LiXeil IIaTH 33 3eMIo B
Yxpai'ni i BoZHOYac BCTAHOBHTHM NepeXifHi NONOXEHHA Mg 3anobiraHHs
Ha,cumpHnM qamanconmu pr,l:(HO]l(aM s Gizmaanx ocib aGo rpomay y 3B’H3IKY
i3 3a3HAYEHOI0 3IMiHoIO.

Ho—,upyrc, Bamnom Yxpamn pix 18 mmnus 2024 p. Ne 3878-IX mm

I ‘3aTBCPIHITH HIJIBHIII,CHI'DI CTABOK aKIHM3HOIO OOAATKY Ha MOTOPHC IIANBHC, AKMH-

BH3IHNAYECHO .l'IplOpHTGTOM 3rigHo i3 CTpaTeI‘lCIO HaIUOHﬂJIBHPIX JIOKO.!IIB: 40

2030 poxy. 3oxpema, 3a3HaueHHii 3akoH 3000B’s3ye IMOPOKY IIOCTYIIOBO.

IPOTAroM HACTYIIHHX YOTHPHOX POKIB ITiBUOIYBATH CTABKM AKIM3Y Ha GeHs3mH,
OU3eNBHE NANBHe, CKPAalUleHM rasz Ta -ankTepHAaTHBHE MOTOpHE HalLHE IO
MminiMyMy, Bcranosneroro Jupextusamu .€C, IO cOpHATEMe 30LIBINEHHIO
BHYIpIlIHIX MOXOJIB, & TAKOX JOMOMOXE 3MEHINHTH oOCAT * ClaMOBAaHHA
BUKOITHOTO JIa/IMBa Ta IIEPEHTH Ha BUKOPHCTaHHA TaKMX THMIIB TpaHcHOpTy Oe3
BUKMIIB, AK eNexTpoMolini.

Ilo-TpeTe, MU  OpPOAOBKYEMO YAOCKOHAMIOBATH CHCTEMY LCPaBHHX
3aKyNiBeNb )i 3a0c3IcueHHA palioHANTBHOIC BHKOPHCTAHHA Decypcis., Y
3B’A3Ky 3 LHUM Aus 3anoliragra xopymuil y cdepi my6miunmx saxynisenb
TpHitHATO cninbHUE Haxas Mindiny Ta MinekoHoMixx Big 12 moToro 2024 p.
Ne 66/3757, BianoBigHO A0 SKOIO JEpXaBHE NiJIPUEMCTBO “lIpozoppo”
_3a0e3nesHno TexsiyHy MOMIMBICT 32IPOBa[)KEHHS ZBTOMATHUHMX DH3HK-
- inuxaropis. Jlo Bepxornoi Pagm Vxpaiaum nopano npoexr 3axomy Yxpainu
“Ilpo myGmiuni sakynieni” (peectpauidimmi zomep 11520 mim 23 cepuns
2024 p.), =axuMm nepenbadeHO pOSMIHMPCHHA MOXJIHBOCTEH, & TaKOX
BIPOBA/PKCHHA T4 KOPHIYBAHHA IHCTPYMEHTIB 3aKyIiBenb, 3a3sHAYECHHM
3aKOHOIPOEKTOM nepe,uﬁaqaerscs 3aTPOBA/PKEHEA OPOUEAYDH IHHOBAIIHHOrO
NaPTHEPCTE2, AMHAMIYHMX CHCTEM 3aKyliBelb Ta Kom(ypcm NPOEKTiB, AKi
cupusioTh GinbIii 1posopocTi Ta eq)emnnom 3akymiBens. Kpim Toro,
3aKOHONPOEKT JO3BOJIIE€ IPOBOLMTM CHiIbHI Ta KOMIUIEKCHI 3aKkynisui,
TIeperyAAac TPaHKIHI 3HAUYeHHSA 1 3aCTOCYBAHHS IIOJI0XEHb 3AKOHONPOEKTY Ta
cXacosye OOMEKCHHA INOAO BHKODUCTAHHS HEUIHOBMX (aKTopiB ‘mix wHac
BH3HAYEHHA KOHTPaxTiB (KpiM NpOLEAYp BIOKPHTHX TOPTIB, IO IPOBOLATHCH B
Iepio BOCHHOTO CTaHy Ta IIPOTAIOM JIBOX POKIB TcHs HOro ckacyBaHHA).

KpiM BHKOHAHHA 3a8XONIB -y MeXaxX NO3HKH HA IIATPEMKY IIOTITHKE
PO3BUTKY, M S3aJIUIIAEMOcs BifJaHMMM nporpami CTPYKTYpPHHX pe(opM.
JocsirayTo nporpecy y crBoperHi “MaTpurni pedopm”, mo Jano MOXIHUBICTS
Kpaule BiACTEXYBaTH BIPOBalKCHHA pedopM, I NpamoeEMO Haj CTBOpPEHHSIM
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igcTHTyNiiHOI IaTdopmu “Matrix-Growth Lab”, copamoranoi Ha migsHeHHs
CIIPOMOXHOCTI YpPsJy “aHani3yBaTH Ta BIIPOBaKYBaTH KPHTHIHO BaXIMBi
pedopmu. MM TakoX po3poOiseMo CACTEMY IOKA3HUKIB, IO JIOMOMOXKE HAM
BifCTe)XyBaTH, AKAMH €. HAIl “yCIixuM Ta fAKi ‘cdepm norpebyiors ysaru.
Mu sanumaemMoca Bijlanumu peanisanil pedopM y mexax nporpamMu MB® Ta
inctpymenty €C Ukraine Facility mmm  Vikpaiam, mpo w0 csigduTh
npuiinarta Bepxosnolo Pagoro Vxpainm 3akony Vkpaimn Big 29 ‘xoBTHA
2024 p. Na 4033-IX “TIpo BHecenns 3MiH no KpumiHannHOro Kogekcy YKpaiiu
Ta KpuMmiHaIBHOrO IpolecyansHOr0 KOAeKcy YKpaiHu IoAO BAOCKOHAIEHHT
. PETyJIOB2HHA YrOf PO BU3HAHHA BUEYBATOCTI ¥ KPHMIHAIBHUX POBAIKEHHSX
IMOAO KOPYNUIMHAX  KPUMIHANBHUX  TIPaBONOPYINEHb, IIOB’A3aHHX 3
Xopymmieto”, sxuit naGpas umupocti 1 mmeromaga 2024 poKy. Takox MH
. TLIAHyeMO peanizyBaTH [JOpOXHIO KapTy, BU3HATEHY B C'rpa'reri'i HAIlOHANIBHHX
noxogis fo 2030 poxy, B ToMy umcni 3a6e3neunTH nepexin go IPOTPECHBHOTO
OIOAATKYBAHHS ,uoxomn, npoBECTH pedopMmy  CIIPOLIEHOI  CHCTEMH
OHDﬂaTKYBaHHH I'ﬂ.pMDHlBYBaTH MEKEHIBM BI[JIE.'['H HD,[[BTK"{ HAa ,u,u,ua}{y BE.PT]CTL
i3 3axoHomascTBoM CC 1 CKacyBaTM 3HmKEHI CTaBKH Ta IIJIBIHM, AKI He
nepenbagero Jupexrusoro €C npo nogaTox Ha [oJaHy BapTiCTh.

3 moBaroro

Ipem ’eﬁ-minic*rp Yxpainn Henuc INMHATAJID -
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[Unofficial translation]
CABINET OF MINISTERS OF UKRAINE

To: Mr. Ajay Banga
President of the World Bank,
Washington, District of Columbia, USA

Dear Mr. Banga,

On behalf of the Government of Ukraine, | would like to take this opportunity to express my warm greetings and
thank the World Bank and you personally for your support and assistance to Ukraine since the beginning of the Russian
Federation's invasion of Ukraine.

In recent years, the World Bank has supported Ukraine through a number of projects and programs. The Public
Expenditures for Administrative Capacity Endurance (PEACE) Project continues to support the Government of Ukraine in
implementing key public administration functions at the national and regional levels to ensure the resilience of the
administrative capacity of Ukraine’s government. The Ukraine Relief, Recovery, Reconstruction and Reform Trust
Fund (URTF) has financed important recovery and capacity-building activities. The Investing in Social Protection for
Inclusion, Resilience, and Efficiency (INSPIRE) Project has supported our social assistance efforts. The Ukraine Agriculture
Recovery Inclusive Support Emergency (ARISE) Project has provided affordable loans for agricultural production to farmers.
The Health Enhancement and Lifesaving (HEAL) Ukraine Project and Housing Repair for People's Empowerment (HOPE)
Project have provided critical support to the health and housing sectors. At the same time, the energy and transport sectors
have received support under the Restoration Project of Winterization and Energy Resources (RePoWER) and Repairing
Essential Logistics Infrastructure and Network Connectivity (RELINC) project. The implementation of the Lifting Education
Access and Resilience in Times of Need (LEARN) program contributes to the restoration of the education system by
increasing the level of security in schools, providing transportation for the students belonging to vulnerable categories of
the population, improving the skills of teachers and supplying textbooks.

In line with our reform agenda, the World Bank’s series of development policy operations have helped to further
implement structural reforms aimed at strengthening Ukraine’s growth potential and bringing the national economy in line
with EU standards. The upcoming Supporting Reconstruction through Smart Fiscal Governance (SURGE), Resilient, Inclusive,
and Sustainable Enterprise (RISE) Program, and Transforming Healthcare through Reform and Investments in Efficiency
(THRIVE) projects will help strengthen key sectors of our economy. Overall, these projects will further support Ukraine’s
economic resilience, social stability, and sustainable recovery by strengthening fiscal governance, fostering enterprise
growth, and improving health care efficiency, further demonstrating our commitment to building a strong, inclusive, and
sustainable foundation for long-term growth.

Thanks to persistent efforts and the continued support of our international partners, the national economy, having
recovered from the 2022 recession, has demonstrated resilience and maintained positive growth rates in 2023 and 2024.
However, continuous prolonged military operations and targeted enemy attacks continue to strain the state budget, as
evidenced by the gross domestic product deficit. We are grateful for the invaluable support provided by our international
partners, including the World Bank, the International Monetary Fund (IMF), the United States of America, the European
Union, the Government of Japan, and the Government of the United Kingdom of Great Britain and Northern Ireland. Given
the expected significant fiscal pressures, Ukraine counts on the support of its international partners in the future.
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Despite the extraordinary challenges and uncertainties caused by the Russian Federation’s invasion, we have
maintained macroeconomic and financial stability and demonstrated our ability to maintain stable macroeconomic
performance. Sound public policy (the Government’s prudent actions to protect the population and the Central Bank’s
relatively tight monetary policy) has helped to keep inflation under control despite the recent increase in inflation to 9.7
percent in October 2024 from 3.2 percent in April 2024. Foreign exchange reserves remain strong at around USD 36.6 billion
at the end of October 2024 (sufficient to finance 4.6 months of future imports), allowing us to shift to managed exchange
rate flexibility and initiate a return to flexible inflation targeting. The approval of the National Revenue Strategy until 2030
demonstrates our commitment to strengthen fiscal flexibility. The Roadmap for reforming the public investment
management system was also approved in order to form the context, vision, basic principles and directions for building a
holistic, sustainable and effective public finance management system that ensures the investment projects planning based
on strategic priorities and medium-term budget, their selection according to uniform and transparent procedures and clear
criteria, and implementation within the planned timeframe and within the planned financing.

Our efforts to support macroeconomic stability while implementing reforms have been recognized by our
international partners. The International Monetary Fund EFF Program, which has been an important pillar of stability since
March 2023, continues to be implemented, and we recently underwent our fifth review of its implementation. Ukraine has
also made significant progress towards achieving the ambitious goal of EU accession, leading to the formal opening of
negotiations in June 2024. Finally, we remain committed to the structural growth agenda, as evidenced by our performance
in implementing previous activities supported under the DPO, and our commitment to the development objective which is
(i) strengthening the economic policy framework to facilitate a structural shift towards sustainable growth; and (ii)
enhancing macro-financial stability to create an enabling environment for growth.

The implementation of reforms under the DPO contributes to increasing the economy growth potential by enhancing
productivity, capital accumulation, and access to export markets.

Firstly, the Cabinet of Ministers of Ukraine approved and submitted to the Verkhovna Rada of Ukraine the draft Law
of Ukraine “On the System and Features of the Ukrainian Railway Transport Market Operations” (registration number
12142 dated October 21, 2024), aimed at increasing Ukraine’s competitiveness in the railway sector and improving its
management in accordance with the Acquis CC. The said draft law provides for the unbundling of Ukrainian Railways JSC
into two separate state-owned companies: an infrastructure operator and a carrier of goods and passengers, and also
creates the main institutional bodies for regulating the economic and technical activities of the railway sector. The draft
law is aimed at increasing the level of safety, efficiency and competitiveness by establishing equal access to infrastructure,
introducing strict safety rules, and harmonizing technical standards with EU norms. In addition, the bill contains a schedule
for preparing and implementing the restructuring of the sector, including the unbundling Ukrainian Railways JSC, the
implementation of which will begin immediately after the bill is adopted.

Secondly, the Law of Ukraine of September 19, 2024 No. 3983-IX was adopted, which is aimed at reducing the share
of state ownership in the Ukrainian banking sector, which expands the range of potential investors, allows the sale of any
state share in the bank, increases the requirements for legal entities that the state may attract as sales advisors, provides
international donors with the possibility to participate in the sales advisors selection procedure and the sale procedure
itself, updates the rules for determining the price and conducting the auction in accordance with the recommendations of
the World Bank, takes into account the likelihood of only one investor participating in the auction, brings the requirements
for the purchase and sale agreement in line with market practices, and eliminates the possibility of a negative impact on
the sale procedure. In the future, we intend to make further steps to implement the adopted norms of the Law of
September 19, 2024 No. 3983-IX for attracting advisors.

Thirdly, given the urgent need to strengthen energy security and sustainable development, we are successfully
implementing the Law of Ukraine No. 3220-IX of June 30, 2023 “On Amendments to Certain Laws of Ukraine on the
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Restoration and “Green” Transformation of the Energy System of Ukraine”. The National Commission for State Regulation
in the Spheres of Energy and Utilities (NCSREU) has developed and approved the necessary regulatory legal acts to
implement the said Law. In particular, on January 24, 2024, amendments were made to the NCSREU Resolution of April 26,
2019 No. 641 “On Approval of Regulatory Legal Acts Regulating the Activities of the Guaranteed Buyer and the Purchase of
Electricity at a “Green Tariff”. The said NCSREU resolution approved, inter alia, the standard agreement on the provision of
services for ensuring support for the production of electricity from renewable energy sources under the market premium
mechanism and the standard agreement on participation in the balancing group of the guaranteed buyer of such producers.
In addition, the NCSREU Resolution No. 1381 of July 26, 2024 made additional amendments to the standard agreements
for the purchase of electricity under the “green tariff” and the market premium mechanism, with an obligation for market
participants to bring their agreements in line with the adopted changes by October 1, 2024. In order for such market
participants to acquire the status of a user of the register of guarantees of origin of electricity from renewable energy
sources, which was also established by the NCSREU to implement the aforementioned Law, the resolution requires the
guaranteed buyer to provide technical, informational, organizational and consulting support to market participants who
have concluded an agreement on the purchase and sale of electricity at a “green” tariff and under the market premium
mechanism.

Fourth, in addition to the above efforts, we have allowed the export of biomethane by adopting the Law of Ukraine
“On Amendments to the Customs Code of Ukraine and Other Laws of Ukraine Regarding the Peculiarities of Customs
Control and Customs Clearance of Certain Categories of Goods” and issuing the relevant orders of the Ministry of Finance
of Ukraine. In particular, the aforementioned Law simplified the procedures for exporting biomethane and ensured proper
control and transparency of the process, which will contribute to more efficient exports of biomethane, opening new
markets for Ukrainian enterprises, and strengthening integration with European energy markets. The implementation of
such a policy also demonstrates our commitment to sustainable growth through an accelerated transition to distributed
renewable generation.

Fifth, in order to improve the situation with the provision of loans and, accordingly, the accumulation of capital, the
Law of Ukraine of September 19, 2014 No. 3980-UX “On the State Agrarian Register” was adopted, which allows financial
institutions to access the State Agrarian Register to assess mortgage applications, which will help overcome information
disputes and provide banks with a comprehensive view of the assets and economic activities of the applicant, and
therefore, will contribute to the expand lending.

Sixth, to strengthen financial stability and improve access to finance for small and medium-sized enterprises, we
adopted the Law of Ukraine No. 3985-IX of September 19, 2024 “On Amendments to the Code of Ukraine on Bankruptcy
Procedures and Certain Other Legislative Acts of Ukraine on the Implementation of Directive 2019/1023 of the European
Parliament and of the Council of the European Union and the Introduction of Preventive Restructuring Procedures” and
the Law of Ukraine No. 3981-IX of September 19, 2014 “On Rating”. In particular, the Law of Ukraine No. 3985-IX of
September 19, 2024 improves insolvency prevention procedures and implements the main provisions of EU Directive
2019/1023. The aforementioned Law introduces a preventive restructuring mechanism that provides enterprises
experiencing financial difficulties with managerial, financial, legal and technical support to prevent insolvency. The Law of
Ukraine No. 3981-IX of September 19, 2024, which regulates the rating agencies accreditation procedures and establishes
the quality and integrity standards, determines a mechanism for preventing conflicts of interest, provides for transparency
of ratings and methodologies, protects confidential information, and introduces appropriate supervision and regulation.
The adoption of the said Law ensures that the regulatory framework for credit rating agencies is brought in line with the
Principles of the International Organization of Securities Commissions (I0SCO), which will contribute to ensuring Ukraine's
compliance with the requirements of EU Regulation No. 1060/2009 on credit ratings.
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Seventh, we adopted the Law of Ukraine No. 3977-IX of September 17, 2024, which determines the specifics of
admission to service in customs bodies and the service in customs bodies. In particular, the Law regulates the provisions of
the Customs Code of Ukraine regarding the conclusion of a contract for service in customs bodies — determines the essential
contract terms; it establishes a requirement to conduct an annual customs competency check; use of rotation mechanism;
conducting a psychophysical survey and monitoring the lifestyle of customs officials, as well as reforms the procedure for
electing heads of the State Customs Service. The said Law introduces a transparent procedure for competitive selection of
the head of the service and provides for the significant participation of international experts with a decisive vote in
determining a short list of two candidates, to be used by the Ministry of Finance of Ukraine to elect the head of the customs
service. In accordance with our commitments under the IMF structural milestone, we will continue to apply the selection
procedure for the appointment of a new Head of the State Customs Service of Ukraine until mid-2025.

In order to promptly implement the requirements of the Law of Ukraine No. 3977-IX dated September 17, 2024, the
Cabinet of Ministers of Ukraine approved a plan for organizing the preparation of draft regulatory acts and performing
other tasks necessary for the implementation of the Law, which determines specific measures to implement the relevant
provisions of the Law of Ukraine No. 3977-IX dated September 17, 2024, the bodies responsible for their implementation,
and the responsible structural units of the Secretariat of the Cabinet of Ministers of Ukraine, and also establishes the
deadline for the implementation of each measure.

The reforms under the DPO support the implementation of macro-financial policies that stimulate economic growth.

First, increasing revenues is crucial to meeting fiscal needs and ensuring proper support for the national economy.
Taking into account the reforms initiated by the World Bank under the Relief and Recovery Development Policy Operation
we are moving closer to our goal of strengthening the land tax base. With the support of the first loan of the series of loans,
a pilot project has been launched to use mass land valuation. The pilot project resulted in the calculation of mass land
valuation, which is published on the official website of the State Geocadastre. The measures are planned to use mass land
valuation to improve land taxation in Ukraine. Based on the feedback received, we will improve the methodology used to
calculate mass land valuation, soil quality, distance to infrastructure, and ensure interoperability with the address and
building registers after the relevant registers are established to link the facilities to the land plot, which will ensure the
development of a land relations monitoring system. To implement such assessments, we plan to (i) amend the Land Code
of Ukraine and other regulatory legal acts to enable the use of mass land valuation in the regions where the normative
monetary valuation was used, and to assign responsibility for the administration of the geoinformation system for such
valuation to the relevant authorities; (ii) approve, by decision of the Cabinet of Ministers of Ukraine, the methodology to
be used and the frequency of updating valuations; (iii) update the Tax Code of Ukraine to introduce mass land valuations
for land payment purposes in Ukraine, while establishing transitional provisions to prevent undue financial burden
individuals or communities due to the said change.

Secondly, by the Law of Ukraine No. 3878-IX of July 18, 2024, we approved an increase in excise tax rates on motor
fuel, which is identified as a priority in accordance with the National Revenue Strategy until 2030. In particular, the
aforementioned Law obliges, each year, gradually over the next four years, to increase rates on gasoline, diesel fuel,
liguefied gas and alternative motor fuel to the minimum established by the EU Directives, which will contribute to
increasing domestic revenues, and reducing the volume of fossil fuel combustion and switch to the use of emission-free
types of transport, such as electric vehicles.

Thirdly, we continued to improve the public procurement system to ensure the rational use of resources. In this
regard, to prevent corruption in the field of public procurement, a joint order of the Ministry of Finance and the Ministry
of Economy of Ukraine dated June 12, 2024 No. 66/3757 was adopted, according to which the state enterprise Prozorro
provided the technical possibility of introducing automatic risk indicators. A draft Law of Ukraine “On Public Procurement”

Page 52



(registration number 11520 dated August 23, 2024) was submitted to the Verkhovna Rada of Ukraine. The bill provides for
expanding opportunities, as well as the introduction and adjustment of procurement instruments. The said draft law
provides for the introduction of an innovative partnership procedure, dynamic procurement systems and project
competitions, which contribute to greater transparency and efficiency of procurement. In addition, the draft law allows for
joint and integrated procurement, revises the thresholds for the application of the provisions of the bill, and removes
restrictions on the use of non-price factors when awarding contracts (except for open bidding procedures conducted during
martial law and within two years after its lifting).

In addition to implementing measures under the Development Policy Support Loan, we remain committed to the
structural reform agenda. Progress has been made in establishing a Reform Framework to better track reform
implementation and we are working on establishing an institutional platform, the “Matrix Growth Lab,” to enhance the
Government’s capacity to analyze and implement critical reforms. We are also developing a system of indicators that will
help us track our progress and areas that need attention. We remain committed to implementing reforms under the IMF
program and the EU Ukraine Facility for Ukraine, as evidenced by the adoption by the Verkhovna Rada of the Law of Ukraine
of October 29, 2024 No. 4033-IX “On Amendments to the Criminal Code of Ukraine and the Criminal Procedure Code of
Ukraine on Improving the Regulation of Plea Agreements in Criminal Proceedings for Corruption-Related Criminal
Offenses”, which is effective from November 1, 2024. We also plan to implement the Roadmap set out in the National
Revenue Strategy until 2030, including ensuring the transition to progressive income taxation, reforming the simplified
taxation system, harmonizing the value-added tax payment mechanism with EU legislation, and abolishing reduced rates
and benefits not provided for by the EU Value Added Tax Directive.

Sincerely,

Denys Shmyhal,
Prime Minister of Ukraine

Fund Relations Note

See the latest valid IMF press release for Ukraine: IMF (2024, October 18). IMF Executive Board Completes the Fifth
Review of the Extended Fund Facility Arrangement for Ukraine [Press release].
https://www.imf.org/en/News/Articles/2024/10/18/pr24381-ukraine-imf-executive-board-completes-fifth-rev-eff-
arrangement
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Prior Action 1. To enhance the competitiveness of = The World Bank Ukraine Growth Study 2019, the Restoring Ukraine’s Economic
the railway market, the Borrower, through its Growth ASA, the Ukraine Private Sector Opportunities for a Green Resilient
Cabinet of Ministers, has submitted to the Reconstruction 2023 report identify distortions created by SOEs as a critical
Verkhovna Rada, a draft law on railway transport growth constraint, especially in the transport and financial sector, and propose
that enhances competitive entry opportunities into  reforms to enhance their competitive orientation.
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the railway sector and improves its governance, as
evidenced by Draft Law No. 12142, submitted to the The FY24 Ukraine Transport ASA identifies critical elements of railway reform to
Verkhovna Rada on October 21, 2024. open the sector.

Prior Action 2. To streamline the state’s
participation in the banking sector, the Borrower
has enacted a law establishing the legal parameters
for the privatization of state-owned banks and
aligning privatization procedures with international
practice, as evidenced by Law No. 3983-IX, dated
September 19, 2024, and published in the Official
Gazette on October 18, 2024.

Prior Action 3. To promote renewable energy
generation, the Borrower, through its National
Energy and Utilities Regulatory Commission
(“NEURC”), has improved the necessary bylaw for
the implementation procedures for the transparent
auction-based incentive mechanism for renewables,
as evidenced by NEURC Resolution No. 1381, dated The Ukraine Private Sector Opportunities for a Green Resilient Reconstruction

July 26, 2024 2023 report identifies the importance of distributed renewable energy
Prior Action 4. To increase the production of generation to reduce emissions and improve energy system resilience, and
diverse sources of renewable energy and to proposes to allow for biomethane exports.

promote integration with European energy markets,

the Borrower has enabled the export of

biomethane, as evidenced by Law No. 3613-IX,

dated March 20, 2024, and published in the Official

Gazette on May 15, 2024, and Ministry of Finance

Order No. 380, dated August 1, 2024.

Prior Action 5. To improve credit flow and facilitate The Ukraine Private Sector Opportunities for a Green Resilient Reconstruction
efficient support for the agricultural sector including 2023 report recommends expanding access to credit for agricultural SMEs by
disaster relief, the Borrower has enacted a law to using land as collateral.

operationalize and regulate the access of data by

banks in the State Agrarian Registry and the

registry’s use for public assistance, as evidenced by

Law No. 3980-1X, dated September 19, 2024, and

published in the Official Gazette on October 18,

2024.

Prior Action 6. To encourage credit flows to the World Bank Review of Draft Law of Ukraine “On Amending Certain Laws of
private sector, the Borrowers has enacted: (i) a law Ukraine Regarding the Simplification of Attracting Investments and

on bankruptcy procedures that facilitates the Implementing New Financial Instrument” identifies non-compliance of
restructuring and recovery of businesses before regulations with 10SCO principles.

they become insolvent, as evidenced by Law No. ) .y ) ) - »
3985-IX, dated September 19, 2024, and published The Restoring Ukraine’s Economic Growth ASA identifies reforms to facilitate

in the Official Gazette on October 23, 2024; and (ii bankruptcy procedures as a priority to enable the financial sector’s support to

a law that establishes standards for and regulates growth.

rating agencies, as evidenced by Law No. 3981-IX,

dated September 19, 2024, and published in the

Official Gazette on October 19, 2024.

Prior Action 7. To improve the integrity and Restoring Ukraine’s Economic Growth ASA and the EUR Logistics ASA identify
competency of customs leadership, the Borrower large growth potential from trade facilitation and constraints related to border
has enacted a law reforming the leadership processing.

selection procedure for the head of the State
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Customs Service, as evidenced by Law No. 3977-IX,
dated September 17, 2024, and published in the
Official Gazette on October 18, 2024.

Prior Action 8. To advance the alignment of the A tax reform roadmap was developed within the framework of the National
valuation of the Borrower’s land tax base with Revenue Strategy with technical assistance from the World Bank and the IMF. In
market values, the StateGeoCadastre has published it, and in background documents produced for the technical assistance during

a land valuation for all commercial agricultural the preparation, the increases in the excise tax rate on fuel and the update of

parcels located in regions where sales transactions land mass valuations are identified as immediate priority reforms to strengthen
for such parcels occurred from 2021 through 2024  reyenue.

(obtained as part of the Pilot Project on mass land
evaluation) and recorded in the State Land
Cadastre, as evidenced by the StateGeoCadastre
Order No. 318, dated October 31, 2024, and the
published data in the electronic services platform
within the StateGeoCadastre official website.

Deininger and Ali (2023) show that there is a large discrepancy between
normative and actual land values. A World Bank background note for the
National Revenue Strategy suggests using computerized mass valuation to close
this gap.

Prior Action 9. To strengthen excise revenue
generation from fuels, which also mitigates carbon
emissions, the Borrower has enacted a law that
approximates excise tax rates on motor fuel more
closely with EU minimum levels, as evidenced by
Law No. 3878-1X, dated July 18, 2024, and published
in the Official Gazette on September 1, 2024.

Prior Action 10. To improve transparent and
efficient procurement, the Borrower: (i) through its
Ministry of Finance, has mandated the use of
updated automatic risk indicators and their
publication as part of the State Audit Service’s
regular reporting, as evidenced by the Ministry of
Finance Order No. 476, dated September 27, 2024;
and (ii) through its Cabinet of Ministers, has
submitted to the Verkhovna Rada a draft
procurement law to enable expansion and
improved efficiencies of the Borrower’s electronic
public procurement system, through the
introduction of new procedures and optimization of
existing procedures, as evidenced by Draft Law No.
11520, submitted to Verkhovna Rada on August 23,
2024.

Technical assistance under the Ukraine: Procurement System Enhancement
Project (P180126, RE) has identified challenges related to automatic risk
indicators and the procurement law and supports their updating.
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