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@#&OPS~Doctype~OPS^dynamics@paddpfbasicinformation#doctemplate 

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. 

 
 @#&OPS~Doctype~OPS^dynamics@padborrower#doctemplate 

  

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 
 

 

 
 

@#&OPS~Doctype~OPS^dynamics@padfinancingsummary#doctemplate 

PROJECT FINANCING DATA (US$, 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 
  

 
 

@#&OPS~Doctype~OPS^dynamics@padclimatechange#doctemplate 

PRACTICE AREA(S) 

 

Practice Area (Lead) Contributing Practice Areas 

Macroeconomics, Trade and Investment 
Transport; Poverty and Equity; Infrastructure, PPP's & 

Guarantees; Agriculture and Food 

 

CLIMATE 

 

Climate Change and Disaster Screening 

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

 
 

@#&OPS~Doctype~OPS^dynamics@padoverallrisk#doctemplate 

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) CRI  
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 US$75 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 IOSCO 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 Audit Services (SAS) from the procedures identified with red flags. 

(Percentage)  
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).1 
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 partial2 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 US$1 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).3 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,4 significantly lower than other recent accession countries at the time of their accession, a 
central imperative is accelerating the country’s growth.  

 
1 IBRD is and will remain the lender of record for this operation and this claim will not be part of any future debt treatment.  
2 Only 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%20of%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 US$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 DPO’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 yields, 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. 

II.  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 percent in Q1 and 3.7 percent in Q2. On the demand side, consumption 
remains the key growth driver, though exports have also benefited from reduced logistics costs since late 2023, while 
investment shows signs of recovery due to government efforts to quickly repair infrastructure. On the supply side, 
favorable climatic conditions and improved domestic input 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 4.9 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 34.9 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 



 

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

 
 

 

 Page 5 

 

PPG Debt (eop) 49.0 77.7 84.4 97.2 104.9 107.0 101.9 
Memorandum items               

Gross reserves (US$ 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 US$ in October 2023 to UAH41.2 per US$ 
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 43.9 
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 11.4 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, US$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 US$2.2 billion, driven by reduced personal travel imports and fewer government service purchases abroad. 
Merchandise import demand, by contrast, remained strong, growing by US$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 
US$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 US$8.5 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 US$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 

  
in million 

US$ 
Percent of 

Total 
Percent 
of GDP 

  in million US$   (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 US$: 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 4.5 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 10.4 19.2 33.7 32.5 37.7 23.8 10.8 
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 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 

 

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 US$49.6 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 2033.6  

20. An illustrative 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 US$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 US$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, 

 
5 These 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. 

III. 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-IX (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-IX 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-IX, 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 
(IOSCO) 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 



 

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

 
 

 

 Page 11 

 

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.7  

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 DPO’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-IX, 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.9 

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 

 
8 This analysis is based on the “Restoring Ukraine’s Economic Growth” ASA.  
9 This 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-IX, including those regulating (i) the participation of private electricity producers in the balancing group of 
the guaranteed buyer,10 (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.11  

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,12 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 

 
10 The 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.13  

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,14 this 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.15 

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-IX, 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-IX, 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.16 

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.17  

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 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. 

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.18 

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.19  

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 
(US$11.6 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.20  

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 

 
20 This 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 IFIs 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-VIII 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 US$ 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 visit 
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 

https://www.worldbank.org/en/projects-operations/products-and-services/grievance-redress-service
https://www.worldbank.org/en/programs/accountability
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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 
@#&OPS~Doctype~OPS^dynamics@padrisk#doctemplate 

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. 

85. Increasing 
productivity by 
introducing 
market-based 
incentives in the 
SOE sector.  

Prior Action 1. To reduce the 
distortionary impact of SOEs 
on competition and advance 
their commercialization, the 
Borrower has strengthened 
the accountability and 
independence of SOE 
supervisory boards, as 
evidenced through Law 
#3587-IX dated February 22, 
2024, and published in the 
Official Gazette on March 7, 
2024. 

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. 

86.  
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. 

Results Indicator 1. Total 
dividends paid by State-Owned 
Enterprises to the Government. 

 

 

 

 

 

 

 

 

Results Indicator 2. Appointment 
of independent sales adviser. 

UAH 
35.1 
billion 
(2023) 

 

 

 

 

 

 

 

No 

(2023) 

UAH 50 
billion (2026) 

 

 

 

 

 

 

 

 

 

Yes 

(2026) 
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87. Increasing 
productivity 
through efficient 
and 
environmentally 
conscious energy 
price signals. 

Prior Action 2. To promote 
renewable energy generation, 
the Borrower has replaced the 
fixed feed-in tariff with a 
transparent auction-based 
incentive mechanism, as 
evidenced by Law #3220-IX 
dated June 30, 2023, and 
published in the Official 
Gazette on July 26, 2023. 

88.  
Prior Action 3. To enable the 
trading of renewable energy, 
the Borrower, through its 
CoM, has approved the 
institutional mechanism 
required to issue, circulate, 
and redeem guarantees of 
origin of electricity produced 
from renewable energy 
sources, as evidenced by 
Resolution #227 dated 
February 27, 2024.  

89. 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. 

90.  

91. 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. 

Results Indicator 3. Total new 
renewable energy capacity 
enabled. 

 

 

 

 

 

 

 

Results Indicator 4. Percent of 
biomethane production 
exported. 

0 GW 
(2023) 

 

 

 

 

 

 

 

 

0 

(2023) 

350 MW 
(2026) 

 

 

 

 

 

 

 

 

10 

(2026) 

Enabling capital 
accumulation in 
the agricultural 
sector.  

Prior Action 4. To improve 
farmers’ access to loans 
through digital technologies, 
the Borrower has introduced 
a new financial instrument 
that allows for the use of 
agrarian notes as collateral, as 
evidenced by Law #3586-IX 

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 

Results Indicator 5. Value of 
financing facilitated via agrarian 
notes.  

 

 

 

 

US$0 
(2023) 

 

 

 

 

 

US$75 
million, at 
least US$15 
million of 
which 
accrues to 
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 
credit to the agricultural sector.  

 

 

 

 

 

UAH 116 
billion 
(2023) 

female-
headed and 
female-
owned firms 
(2026) 

 

UAH 150 
billion (2026) 

 

Enabling capital 
accumulation by 
improving access 
to finance and 
enhancing capital 
market 
supervision. 

Prior Action 5. To efficiently 
use public funds to support 
the private sector’s access to 
finance, the Borrower, 
through its CoM, has revised 
the 5-7-9 Loan Program to 
limit eligibility to SMEs 
exclusively, as evidenced by 
Resolution #1403 dated 
December 27, 2023. 

 

 

 

Policy Action. The Borrower 
has enacted a law 
strengthening the 
independence and 
institutional capacity of the 
NSSMC in accordance with 
the IOSCO Principles. 

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. 

Results Indicator 7. Share of new 
loans supported through the 5-7-
9 program allocated to SMEs. 

 

 

 

 

 

 

 

Results Indicator 8. Number of 
cases successfully using 
preventive restructuring 
procedures. 

 

Results Indicator 9. NSSMC's 
governance, powers, and 
oversight framework in 
compliance with IOSCO 
principles. 

95 
percent 
(2023) 

 

 

 

 

 

 

 

 

0 (2023) 

 

 

 

No 
(2023) 

100 percent, 
20 percent of 
which accrue 
to female-
headed and 
female-
owned firms 
and female 
farmers 
(2026) 

 

10 (total by 
the end of 
2026) 

 

 

 

Yes (2026) 
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Improving access 
to export markets 
by facilitating 
customs 
processing. 

Prior Action 6. To facilitate 
export processing, the 
Borrower, through its CoM, 
has submitted to the 
Verkhovna Rada of Ukraine 
for approval on January 16, 
2024, the draft Law #10411 
amending the Customs Code 
of Ukraine and aligning it with 
EU customs legislation. 

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. 
 

Results Indicator 10. Score on the 
Customs Logistics Performance 
Index. 

2.4 
(2023) 

2.9 (2026, or 
latest 
available) 

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

Strengthening 
domestic 
revenue. 

Prior Action 7. To strengthen 
the land tax base, the 
Borrower, through its CoM, 
has approved the initiation of 
a pilot mass valuation of land 
values, as evidenced by 
Resolution #1078 dated 
October 13, 2023.  
 

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 

Results Indicator 11. General 
government (consolidated, 
including social security 
contributions) tax revenue and 
excise tax revenue (% of GDP) 

32.6, 
2.9 
(2023) 

 

36.9, 3.8  
(2026) 
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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 
to a 
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, 5 and 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-IX, 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 
likely to cause a significant 
increase in GHG emissions? 

No. Prior Action 8 support a reform in the public administration sector and is 
not expected to cause significant increase of Ukraine’s GHG emissions or create 
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 
climate hazards likely to have 
an adverse effect on the 
prior action’s contribution to 
the Development 
Objective(s)?  

No. Based on the climate and disaster risk screening conducted for this DPO, 
the anticipated risks from climate hazards in Ukraine to reforms adopted under 
this Pillar were found to be low. The climate-related hazards as mentioned 
above are not expected to significantly impact the effectiveness of the prior 
actions in Pillar 1.  
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 
climate hazards likely to have 
an adverse effect on the 
prior action’s contribution to 
the Development 
Objective(s)?  

No. Based on the climate and disaster risk screening conducted for this DPO, 
the anticipated risks from climate hazards in Ukraine to reforms adopted under 
this Pillar were found to be low. The climate-related hazards are not expected 
to significantly impact the effectiveness of the prior actions in Pillar 2.  
The aimed outcomes of the proposed reforms in public administration are not 
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, 

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

i. 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. 

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, 

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

iii.  

iv. 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).  

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. 
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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 
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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, I 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-IХ 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-ИХ “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-IХ 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-IХ of September 19, 2014 “On Rating”. In particular, the Law of Ukraine No. 3985-IХ 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-IХ 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 (IOSCO), 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-IХ 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-IХ 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-IХ 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, 

liquefied 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” 
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(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-IХ “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 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 World Bank Ukraine Growth Study 2019, the Restoring Ukraine’s Economic 
Growth ASA, the Ukraine Private Sector Opportunities for a Green Resilient 
Reconstruction 2023 report identify distortions created by SOEs as a critical 
growth constraint, especially in the transport and financial sector, and propose 
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 
Verkhovna Rada on October 21, 2024. 

 
The FY24 Ukraine Transport ASA identifies critical elements of railway reform to 
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 
July 26, 2024 

The Ukraine Private Sector Opportunities for a Green Resilient Reconstruction 
2023 report identifies the importance of distributed renewable energy 
generation to reduce emissions and improve energy system resilience, and 
proposes to allow for biomethane exports.  

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. 

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 Ukraine Private Sector Opportunities for a Green Resilient Reconstruction 
2023 report recommends expanding access to credit for agricultural SMEs by 
using land as collateral. 

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. 

World Bank Review of Draft Law of Ukraine “On Amending Certain Laws of 
Ukraine Regarding the Simplification of Attracting Investments and 
Implementing New Financial Instrument” identifies non-compliance of 
regulations with IOSCO principles.  
 
The Restoring Ukraine’s Economic Growth ASA identifies reforms to facilitate 
bankruptcy procedures as a priority to enable the financial sector’s support to 
growth.  

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 

Restoring Ukraine’s Economic Growth ASA and the EUR Logistics ASA identify 
large growth potential from trade facilitation and constraints related to border 
processing. 
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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 
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. 

A tax reform roadmap was developed within the framework of the National 

Revenue Strategy with technical assistance from the World Bank and the IMF. In 

it, and in background documents produced for the technical assistance during 

the preparation, the increases in the excise tax rate on fuel and the update of 

land mass valuations are identified as immediate priority reforms to strengthen 

revenue.  

 

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-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. 

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.  

 


