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IMTEODUCTIORN

Over the past two years, Ukraine has been experiencing a full-scale war, that
has caused siginificant destruction and posed serious challenges.
Nevertheless, Ukraine remains steadfast in its commitment to a
transformative agenda, implementing reforms and policies crucial to
achieving our European integration and ensuring country’s competitiveness
on the global stage.

The Recovery and Reform Support Team (RST) at the Ministry of Finance of
Ukraine (MoF) is an integral part of these processes. Established in 2016 as
part of the Ukraine Recovery and Reform Architecture (URA) project, the RST
has emerged as a reliable partner to the Ministry of Finance, bridging private
sector expertise with public administration. With the onset of the full-scale
invasion, new realities required new approaches to overcome challenges. The
RST demonstrated remarkable flexibility and adaptability, quickly navigating
unprecedented circumstances to implement reforms.

The tangible outcomes of our endeavours, documented in the report,
underscore the breadth of reforms achieved in public administration, tax and
customs policy, public finance management, regulation of state-owned banks
activities, and cooperation with international financial institutions.

Meanwhile, another key aspect of our mission is to chart the course for
Ukraine's comprehensive economic and physical recovery. The RST
participated in preparing the Recovery Plan for Ukraine, the Ukraine Facility
Plan, the National Revenue Strategy, and has asssisted in the elaboration of
the responses to the EU questionnaire for acquiring candidate status for
Ukraine. These efforts are only a part of our diverse comprehensive initiatives.

Integrated within the Ministry of Finance, the RST serves as a catalyst and
cornerstone for driving transformative changes.

There are many challenges ahead, but every task we accomplish strengthens
our country's resilience and advances our common aspirations for a strong,
free Ukraine, a country that is closely integrated into the democratic society
of the future.
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UERAIME RECOWERY AMD EUROFEAM IMTEGRATION

RECOWERY FLAR
FOR UERAIME IM 0=2s

The Recovery and Reform Support Team provided
support with coordination of the development of the
Recovery Plan in policy areas of the Ministry of Finance,
playing an important role in the Plan's creation.

In 2022 the Recovery and Reform Support Team acted as coordinators on
behalf of the Ministry of Finance of Ukraine and managed a Working group
“Functioning of the financial system, its reform and development”, which
consisted of 5 Working subgroups in key policy areas: Budget and debt policy,
Tax policy, Customs policy, Banking system and non-bank financial services
market and Capital markets.

Meetings of Experts and Proposals
the Working international
group partners

The RST processed all of the proposals and prepared the final draft of the
Plan's section on the financial system, which was translated into English.

Additionally, the team participated in the work of other Working groups,
including “Economic Policy”, “Healthcare” and “Social Protection”, to address
cross-sectoral issues.

The Ministry of Finance submitted the consolidated document, which
included the work done by all 5 subgroups forming the Working group
“Functioning of the financial system, its reform and development”,

to the Cabinet of Ministers, and it was included in the Recovery Plan.

The Plan was presented in Lugano in July 2022,
and international donors praised it for its balanced
Recovery and justified approach and recognition of the main
Conference . measures needed for the recovery of Ukraine and
smooth preparation for Ukraine's accession
to the European Union.

Its findings were further used to prepare programme
and strategic documents of the Government
(e.g. the National Revenue Strategy).
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EUl QUEETIOMMAIRE
FOR ACOUIRIMNG CARMDIDRATE
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The Recovery and Reform Support Team assisted the
Ministry of Finance in preparing responses to the EU
questionnaire for acquiring candidate status for EU
membership.

The EU questionnaire is a comprehensive set of questions that countries
seeking to become members of the EU must complete. It covers a wide range
of areas, including political, economic, and legal aspects. Candidate status is a
formal recognition that a country met the needed criteria, and it is an
important step in the process of becoming an EU member state.

The team organized the preparation of answers related to the MoF's sphere of
responsibility for the two parts of the questionnaire and ensured that the
responses were translated into English. The task was successfully completed
on time within the tight deadline set by the President of Ukraine. Quality
filling of the questionnaire resulted in Ukraine being granted candidate status.

On April 8, 2022 Ukraine received
the Questionnaire; on June 16, 2022
the European Commission
recommended to the Council to
confirm Ukraine's perspective as a
member of the EU.

Ukraine's acquisition of candidate status for EU
membership is a significant achievement that reflects
the country's progress in meeting the political,
economic, and legal criteria for membership. It also
signals the EU's recognition of Ukraine's commitment
to democratic reforms and its efforts to align its
policies with EU standards. Ukraine's candidate status
provides a framework for further cooperation and
support from the EU in various areas, including trade,
investment, development and reforms.

On 8 November 2023, the EU Commission
recommended opening accession negotiations
with Ukraine.
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UERAIME FACILITY FLAR
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The Recovery and Reform Support Team assisted
the Ministry of Finance in preparing the Ukraine
Facility Plan in parts of public finance management
and financial markets.

On October 17, 2023 the European Parliament supported the proposal to
establish a EUR 50 billion Ukraine Facility to support Ukraine over 2024-2027.
The Ukraine Facility program should lay the foundation for the rapid recovery
and development of the Ukrainian economy. An integral part of the program
will also be the Ukraine Plan, for the preparation of which an interagency
working group has been set up. The Ukraine Plan will contain a program of
priority reforms and key steps to ensure economic development,
reconstruction and modernisation, as well as to bring Ukraine's accession to
the EU closer.

The RST supported the MoF with preparing the public finance management
and financial markets part of the Concept Note, which will lay the ground for
the Ukraine Plan. RST experts took part in consultation with the EU
representatives and in forming proposals to the MoF regarding the
components of the Plan.

On December 29, 2023, the Cabinet of Ministers of
Ukraine approved a draft of the Ukraine Plan for
submission to the European Commission. The Plan’s
conditions will be finalised after the Ukraine Facility
regulation has been approved by the European
Council. Approval of the final version of the plan by
the European Commission will give Ukraine access to a
financial resource of €50 billion over four years, of
which €39 billion will be aimed at ensuring
macro-financial stability.
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FMATIOMAL EEYWERLUE
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The Recovery and Reform Support Team assisted the
Ministry of Finance in coordination efforts on the
development of the National Revenue Strategy of
Ukraine for 2024-2030 (NRS).

The Strategy is to become a key element in securing stability of the financial
system of Ukraine. It was developed by the MoF jointly with other ministries
and agencies. Its adoption by the Government is a fulfilment of Ukraine’s
obligations according to the Memorandum with the IMF.

The main goal of the
NRS covers important
areas, including
strengthening
Ukraine's fiscal
capacity, adapting tax
and customs
legislation to EU
standards, and creating
incentives for post-war
recovery and economic
growth.

To achieve this

comprehensive goal,

the Strategy envisages the creation of reliable, transparent and
client-oriented tax and customs systems that can ensure the trust of
individuals and businesses in state institutions.

The RST supported the MoF with preparing materials,
required for elaboration of the envisaged reforms’
measures, drafting a Road map of preparation of the
NRS, making research, and addressing comments of the
stakeholders.

On December 27, 2023, the Cabinet of Ministers of
Ukraine approved the National Revenue Strategy for
2024-2030. Due to Strategy, Ukraine got a
comprehensive roadmap for creating a strong and
transparent tax and customs system ready to meet
modern interntational standards and EU legislation
requirements.
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FUBLIC ADMIMISTREATION REFORM AMD CAFACITY DEWELOFMEMT AT THE MIMISTREY OF FINAMGCE

DREGAMIZATIOMAL
CHFACITY DEYWELOFHMERT

The Recovery and Reform Support Team assisted
the Ministry of Finance in its functional review
in order to increase the Ministry’s organisational
capacity.

The RST provided assistance in defining key policy and reform areas, staffing,
organisational structure, operational framework, and prioritizing the Ministry's
key objectives for the next three years.

The functional review and capacity development supported by the RST is of
great significance for the Ministry as it helps the organisation assess its
current operations and identify areas for improvement. The review process
allows the MoF to determine the most effective ways to achieve its goals,
increase efficiency, and improve overall performance. By improving the MoF's
organisational capacity, the functional review and capacity development
initiatives supported by the RST help to strengthen the overall governance
and effectiveness of the Ministry.

The RST also held facilitation sessions for the MoF to start the development of
an updated HR Strategy for the Ministry for 2024-2027. Developing the HR
Strategy is among the priorities of the MoF’s HR Department for 2024.

With the RST support, the digital library (books, courses, trainings, video
lectures and podcasts) was created in the MoF to develop the knowledge and
competencies of the MoF’s employees as part of organisational capacity
development.

The RST also supported the organisational capacity development of the
bodies subordinated to the MoF. In particular, RST experts prepared an
analytical report about the current situation and the Strategy of reforming
the State Tax University, and reviewed the State Tax University
Communication strategy. RST experts also developed and conducted a career
training program for students of the State Tax University.

These efforts resulted in the development of a
comprehensive Action Plan that provides a roadmap
for the MoF to move forward with its capacity-building
initiatives, ensuring that the organisation is
well-positioned to carry out its mission and serve

the needs of its stakeholders.
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CUIDELIMES O THE MOF'=
CORFORRATE YWIEUAL
IDEMTITY

The Recovery and Reform Support Team developed
Guidelines for the Ministry of Finance's corporate
visual identity usage for both internal and external
activities.

The RST previously created the MoF's corporate visual identity (brand book),
which includes a new logo, colours, fonts, graphic templates, typographic
settings, and other elements. A corporate visual identity is a critical aspect of
any organisation, including government institutions. It helps define and
communicate the organisation's image and message to internal and external
stakeholders. A well-designhed brand book helps establish consistency in the
MoF's visual representation, which can enhance its credibility and reputation.

The Guidelines for the MoF's corporate visual identity were created as the
next step to ensure the correct adoption and usage of the brand book by the
MoF's staff. The document was adopted by the Minister’s order. The Guidelines
provide clear instructions on the correct usage of all brand book components,
ensuring consistency in the Ministry's visual representation and promoting its
image as a reliable and credible institution, strengthening the Ministry's
image and mission.
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The adopted Guidelines on the Ministry of Finance's
corporate visual identity are now promoted among the
employees in order to provide guidance on the correct
usage of all brand book components, enhancing the
credibility and reputation of the MoF.
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CODE OF COorMDUCT

The Recovery and Reform Support Team supported
the development of the Ministry of Finance's Code of
Conduct outlining the rules of ethical behaviour for its
employees.

The Code of Conduct is a set of rules of ethical behaviour that outlines the
basic moral, ethical and professional norms, standards and principles, and
internal values that guide all civil servants and other employees of the
Ministry of Finance, regardless of their position.

The Code was developed based on generally recognised principles and norms
of business behaviour and ethics and taking into account the laws of Ukraine
"On Civil Service", "On Prevention of Corruption”, "On Ensuring the Functioning
of Ukrainian as the State Language’, the Order of the National Agency of
Ukraine for Civil Service "On Approval of the General Rules of Ethical Conduct
for Civil Servants and Local Government Officials".

The RST also created a visualisation of a Code of Conduct and developed a
communication campaign to elucidate the Code of Conduct provisions
among MoF's employees.
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The adopted Code of Conduct of the Ministry of
Finance serves as a guideline outlining values and
standards. This document emphasises the meaning
and principles laid down in the various legislative acts
of Ukraine on which it is based, and provides an
understanding of the general standards of appropriate
behaviour of the employees of the MoF and the values
that guide its team.
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The Recovery and Reform Support Team assisted the
Ministry of Finance in improving its human resource
management (HRM) processes through conducting
annual staff surveys and improving an onboarding
procedure.

The staff survey was updated in 2022 to include a new section on the impact
of the war and was instrumental in gaining insights into the perception and
satisfaction of the MoF personnel. In 2023, the questionnaire was updated
once more in order to include questions regarding the current wartime
challenges. The RST also helped with promoting the completion of the annual
surveys among the staff, because obtaining the number of responses
necessary for the representativeness of the survey is crucial in gathering the
full feedback from the employees and in understanding their needs and
satisfaction levels. RST experts prepared the reports with the analysis of the
results of the MoF’s staff survey and helped to develop the Action Plan for the
implementation of proposals formulated after each survey.
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The onboarding procedure, on the other hand, should provide new employees
with an in-depth understanding of the MoF's mission, values, rules of
interaction, communication, and conduct expected of its staff. The RST
conducted an analysis of the onboarding process in the MoF and created a
process flow and recommendations for its improvement. In particular, RST
experts helped to develop pre-boarding and onboarding stages, a checklist of
onboarding process steps, a task sheet for the trial period, letters to new
employees and team, invitation and presentation for Welcome Day and a
questionnaire for new employees after the onboarding, etc. The RST helped to
start the development of the Newcomer's Book for the onboarding process at
the Ministry. The Book will serve as a practical tool for orienting and
integrating new hires into the MoF's culture and operations, fostering a sense
of belonging and ensuring alignment with the MoF's goals and objectives.

These HRM initiatives are significant in the
development and improvement of the MoF's
operations, as they provide valuable insights into the
perception of the staff, identify areas for improvement
and provide a roadmap for integrating new hires into
the MoF's culture and operations. These activities also
contribute to enhancing the MoF's reputation as a
reliable employer, attracting and retaining talented
and motivated personnel.
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The Recovery and Reform Support Team assisted the
Ministry of Finance with the development of changes
to the tax legislation to meet the requirements of the
Convention on Combating Bribery of Foreign Public
Officials in International Business Transactions
(Convention on Anticorruption).

OECD Council Recommendations on tax measures to further combat bribery
of foreign officials in international business transactions, an integral part of
the Convention on Anticorruption, emphasises the importance of adopting
clear legislation that explicitly disallows the deductibility of bribes to foreign
officials in international business transactions and calls for the need to
continuously monitor the effectiveness of the mechanism for disallowing
such deductions.

The draft law has been
prepared to incorporate
the provisions of the
Recommendations into
the Tax Code of Ukraine.
The RST supported the
MoF in identifying and
communicating issues
which should be
addressed by the —
legislation, developing
the concept of changes
and drafting the law.

The draft law N2 10319
dated December 6, 2023
was approved by the CMU
and submitted to the
Verkhovna Rada.

Adopting the Convention on Anticorruption (including
OECD Council Recommendations on tax policy

@ﬂ OECD measures) is an important step for Ukraine as an
applicant country towards accession to OECD.
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The Recovery and Reform Support Team assisted in
the development and delivery of a training course
"Standards of international taxation: implementation
and application in Ukraine".

The course, which is specifically aimed at judges of administrative courts in
Ukraine, was developed in collaboration with the Supreme Court, international
experts from the OECD and experts from the Ministry of Finance of Ukraine.

The RST supported preparing course materials and delivering presentations
on individual topics within the program. The course, launched in October
2022, consists of regular sessions scheduled for one year and covers current
international tax topics as identified by the Ukrainian Association of
Administrative Judges and representatives of the Supreme Court.

The RST has been assisting in delivering 18 sessions within 4 modules, which
have been prepared in cooperation with OECD experts. This includes support
for developing the sessions’ curriculum, preparation of presentations,
provision of information on Ukrainian legislation and case law, and provision
of materials during the sessions.

r

Specialized training of judges of administrative courts
in Ukraine on topics related to international taxation is
relevant to the implementation of the OECD Ukraine
Country Programme, which was signed by the OECD
and the Government of Ukraine on 7 June 2023.
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The Recovery and Reform Support Team has played a
pivotal role in launching the Master's program in
International Taxation at the State Tax University
subordinated to the MoF, which began in the
2023-2024 academic year.

By assisting with the formulation of course lists and descriptions, the RST has
significantly contributed to aligning Ukraine's educational offerings with
international educational standards in the field of taxation, equipping State
Tax University with a curriculum focused on OECD tax policies.

The RST's involvement has also been instrumental in enhancing the program's
relevance and practicality, ensuring it provides an in-depth education in
international taxation. This approach sets the program apart from other
national offerings, giving to the students unique insights and hands-on
experiences that are unmatched in the current educational landscape.

This program meets evolving market needs, effectively preparing graduates to
be leading experts in tax policy and providing potential civil servants for the
Ministry of Finance and the State Tax Service.

Master's program in International Taxation also incorporates a dual study
model, a critical feature that allows students to gain hands-on experience by
working concurrently in state authorities.

The introduction of this study program, as well as the
previous introduction of the Financial Technologies
study program by the RST, are components of the
institutional capacity building within the framework
of Public Administration Reform not only of the
Ministry of Finance but also of its subordinate bodies,
in particular, following the strategic intent to elevate
the State Tax University to become a scientific and
educational hub, nurturing the next generation of civil
servants.
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METHODOLOGY FOR
DETERMIMIMG THE ULTIMATE
BEMEFICIAL OUMRMER

The Recovery and Reform Support Team assisted the
Ministry of Finance in developing the Methodology for
determining the Ultimate Beneficial Owner.

The Government decided to create a comprehensive system for verifying
information about the ultimate beneficial owner (UBO).

The purpose of the Methodology for determining the UBO is to establish a
unified approach at the country level for researching information on
individuals who exercise control and decisive influence over the activities of a
legal entity.

The need to develop rules for determining the ultimate beneficial owners (as
well as to inform about the beneficiaries) arose due to the requirements of
the EU-Ukraine Association Agreement (compliance with the requirements of
the Fifth EU Directive on combating money laundering/terrorism financing)
and the implementation of the FATF International Financial Monitoring
Standards into Ukrainian legislation.

When developing the Methodology, the MoF fully implemented the
Guidelines on UBO published by the FATF in March 2023. The RST supported
the MoOF in developing the Methodology and its discussions with stakeholders.

&
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The CMU on September 19, 2023 approved the
Methodology for Determining the Ultimate Beneficial
Owner by a Legal Entity. The Methodology creates an
effective system for disclosing information about
ultimate beneficial owners and fulfils the
requirements of the EU-Ukraine Association

Agreement.
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CLARKIFICATION OF THX
LEGIZLATION

The Recovery and Reform Support Team assisted the
Ministry of Finance in the further development of tax
policy.

The RST supported the preparation of General Tax Consultations (GTS)
of the MoF and conducted roundtable discussions for their presentation.

GTS of the MoF, which were developed with the direct
participation of the RST experts, were approved in January -
February 2022.

In 2022 The RST also assisted in developing tax legislation changes aimed at
addressing the war conditions and martial law. The team participated in
drafting legislation related to increased taxation of Ukrainian taxpayers
considered related to businesses of the aggressor country.

The RST provided support to the MoF in working with OECD experts on tax
issues for Ukrainian citizens residing abroad due to the war. In particular, the
Questionnaire for the Foreigh Competent Authorities was prepared in 2022
with the aim of collecting information on the tax implications for Ukrainians
abroad, which will be further used for the development of the policy positions
and recommendations.

Starting from 2023 RST experts actively participate
in the working group led by the MoF on preparing the
draft legislation on implementing the anti-avoidance
measures consistent with EU ATAD, which is a
requirement of Ukraine’s progress towards EU
accession.

The development of tax legislation supported by the
RST has not only practical significance for the
formation of a transparent and fair

tax policy that is in compliance

with international standards,

but also helps the Ministry

of Finance in addressing the

challenges posed by the war

situation and martial law.
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"CU=ZTOM=E WWI=A WAIVER"™
AHD CUSTOME RKELATED
ELl ACOU]=

The Recovery and Reform Support Team provided
organisational and legal support to the Ministry of
Finance for its accession to the international application
of NCTS and two customs-related international
Conventions (referred to as the "customs visa waiver"),
as well as the development of two complex draft laws
amending the Customs Code of Ukraine.

In the process of this longstanding support up to 3000 pages of draft laws
and by-laws were developed, which resulted in completing:

=80% 60%
of Ukraine’s customs-related of customs-related EU acquis

obligations based on the EU-UA
Association Agreement

This accession led to Ukraine becoming the 36th country to join the
Convention on a Common Transit Procedure and the Convention on the
Simplification of Formalities in Trade in Goods.

According to the Ukraine Report 2023

of the Directorate-General for Neighbourhood and
Enlargement Negotiations EU dated November 8, 2023
Ukraine got the highest mark in the area of Customs
Union among all the Eastern Partnership countries:
the Customs Union area was included in 4 best areas
out of 33 negotiation chapters for Ukraine (got the
mark “4” out of “5” possible). This is the result

of consolidated multi-level work on the adaptation

of customs legislation, the introduction of a "customs
visa waiver", a system of simplifications, guarantees,
intellectual property rights, accession to the NCTS,
entry summary declaration, customs decision-making
process, binding tariff and origin information, customs
guarantees and guarantors’ status.
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FACILITATIMG ARMD =FEEDIMG
IUF THE FRA==RAGE OF
HUMARMITAEIAM AID ACEO==
THE UEEAIMNIAM BORDER

The Recovery and Reform Support Team assisted
the Ministry of Finance, State Customs Service, and
Secretariat of the Cabinet of Ministers with
addressing issues related to importing humanitarian
aid during martial law.

The support included the analysis of proposals to amend relevant legislation
to facilitate the passage of humanitarian aid and to simplify customs
clearance procedures. In particular, the RST participated in the development
of several measures aimed at simplifying customs clearance procedures for
humanitarian aid:

The introduction The suspension The abolition

of new customs of deadlines set of certain requirements

checkpoints by the Customs for the declaration
Code and implementation

of customs control of goods

The preparation Updating a The development

of proposals certificate on the of infographics on
for amendments import of military customs clearance
to the list and dual-use goods procedures during
of exceptions into Ukraine martial law

for individuals
allowed to leave
Ukraine
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The RST also supported the analysis of proposals for amendments to the
Customs Code and the Tax Code on customs duties reliefs.

Additionally, the RST provided support on customs issues through a
governmental "Humanitarian aid hotline" and supported the MoF with
communication of changes in the customs legislation, in particular, by
preparation of updated information for the MOF's press releases.

The swift passage of humanitarian aid to Ukraine
during martial law was of utmost importance in
ensuring that the basic needs of the affected
population were met and the consequences of the
russian invasion were mitigated.
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CHAFACITY BUILDIMG ARD
COMMUMICATION I THE
FIELD OF CU=TOM= REFORHM.
ARD COORDIMATION OF
IMTEREMATIOMAL A=Z=IZTARMCE
IM CUETOM= =FHERE

The Recovery and Reform Support Team assisted in
institutional capacity building of the customs
authorities, coordination and synchronising
customs-related donors’ projects, and communication
of the customs reform.

The RST organised and participated in:

different panel discussions,

events and forums dedicated to

customs-related themes, which participants
were attended by approximately

To further aid in communication, the RST helped to prepare dozens of articles
and press releases on the topic. The RST also systemised information on
customs reform on the MoF’s website in order to ensure access of business
and citizens to all relevant information about changes in the customs sphere.

The RST supported the coordination and communication with EU Delegation
and international assistance projects on customs-related issues. It leads to
better results for projects supporting EU integration in customs and avoiding
overlapping.

RST's support played a big role in capacity building
of the customs authorities and strengthening
communication and alignment efforts with
customs-related EU integration projects. This
facilitated effective cooperation with international
partners in the field of customs reform, contributing
to the advancement and success of such initiatives.
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BUDGET LEGI=ZLATION
CHARGE=S RARIMED AT FACIMG
AR CORDITIONE ARD THE
MARTIAL LA

The Recovery and Reform Support Team assisted the
Ministry of Finance with developing budget legislation
changes to face the war conditions and martial law.

The RST provided support to the MoF
in developing amendments to the
Budget Code of Ukraine aimed at
addressing the challenges posed by the
imposition of martial law. This support
included developing changes to the
procedures for approving changes to
the state budget, compiling reports,
etc.

The team assisted the MoF with the
draft changes to the Budget Code of
Ukraine in response to the President's
Decree N2 64/2022 and the
development of CMU order N2 267 on
the approval of financial documents
and treasury services during martial
law.

Additionally, the RST assisted the MoF
with drafting the MoF’s order N2 2072,
dated July 21, 2022, approving the
Instruction for the preparation of
proposals for the Budget declaration.

The proposed amendments to the Budget Code

of Ukraine and other legislative acts contributed

to the effective management of the country's finances
during the martial law period and will support the
post-war recovery.



FUBLIC FIMAMCE MAMAGEMEMT REFORM AMD BUDGET EXFEMDITURES OFTIMIZATION

FMEIM METHODOLOGY
FOR BUDGET FEOGRAME
FORMATIOMN

The Recovery and Reform Support Team assisted the
Ministry of Finance with developing the new
Methodology for budget programs formation by the
Key spending units of the State budget.

The Methodology includes the best international experience in
program-based budgeting (PBB) improvement and defines public services in
line with the IMF directives.

The application of the Methodology should result in:

Reformatting Increased flexibility for Reducing the total
of budget making managerial decisions number of budget
programs during the implementation programs

of budget programs

Strengthening the planning and Optimization of the number of
monitoring of budget programs performance indicators, increasing the
at the Key spending units ability to measure the impact on

society and socio-economic situation

The RST also held a seminar for MoF’s structural departments on the key
points of the updated Methodology application thus developing the
institutional capacity of the MoF in the public finance management (PFM)
sphere.

The Methodology was adopted by the MoF order
N2 465 dated August 25, 2023 “Methodological
recommendations for the formation of budget
programs by the Key spending units of the State
budget” establishing new and improved rules

for the formation of budget programs in Ukraine.

838
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FEOGREAM-BRZ=ED
BUDGETIMG ARMD ERMHARCIMG
BUDGET FEOGRHAM
FOREMATION FEACTICE:

The Recovery and Reform Support Team continued the
work on Public Finance Management system
improvement, particularly on program-based
budgeting implementation, enhancing budget program
formation practices and EU accession-related
activities.

The RST provided technical assistance to the MoF in implementing PBB and
enhancing budget program formation practices. This aimed to improve the
balance and efficiency of the budgeting process. The team supported the
development of the program-based budgeting concept and provided capacity
development through public discussions with the sectoral departments of the
MoF, stakeholders and external experts.

The RST supported the MoF with the preparation and launching of a study
program for the certification of internal auditors regarding the PBB approach.
The RST experts performed training on program-based budgeting as a part of
a certification programme for

internal auditors

The RST supported the MoF with preparing a table of compliance of Ukrainian
budget legislation with the EU Council Directive 2011/85/EU of November 8,
2011, on requirements for budgetary frameworks of the Member States. This
outlines the necessary steps and milestones in the PFM area on the Accession
of Ukraine to the European Union.
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The team supported the MoF with the preparation of the approaches to
address methodological issues of the EU requirements to the statistics of the
general government indicators.

The RST experts participated in the working group of Parliament’'s Budget
Committee on drafting the budgetary law changes to increase the budget
expenditure efficiency. The developments of the workgroup activities will be
used in the next stages of the budget reform implementation.

These initiatives helped to enhance the effectiveness
and efficiency of the budgeting and other PFM-related
processes in Ukraine, as well as develop the
institutional capacity of state bodies using
international best practices and supporting accession
of Ukraine to the European Union.

&
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=UFFORT MECHAMIZME=
FOR ECORMORMIC SECTORE:
IM WARTIME

The Recovery and Reform Support Team assisted
the Ministry of Finance in reshaping support
mechanisms for economic sectors in response
to wartime challenges.

The RST focused on the development of the future financing model for the
economy and related activities as part of the Recovery Plan for Ukraine. The
RST also provided support in creating new financing sources and tools,
strengthening the control of their use.

To address these challenges, the RST supported the MoF in ensuring the
effective management of state-owned enterprises and reducing the risks of
potential expenditures of the state budget. This included risk analysis,
recommendations for improvement, and the preparation of draft regulations,
charters, and KPIs.

The RST provided support in optimizing the state asset management system
by reviewing and updating the regulations on the selection of managers and
the management of the Energy Efficiency Fund. The RST also analyzed and
provided comments on the implementation of corporate governance in
state-owned enterprises, including "Ukroboronprom” and "Ukrainian Sea Ports
Authority" and the draft law on the formation of the joint-stock company
"National Atomic Energy Generating Company Energoatom?®.

Additionally, the RST assisted the MoF in the preparation of proposals for
several draft orders, including the "Environmental Safety Strategy and
Adaptation to Climate Change till 2030", the "Procedure of Environmental
Projects Selection and Maintenance”, the "Food Security Strategy”, the "Action
Plan to Support the Light Industry for 2022-2024" and others.

The RST’s assistance to the MoF in supporting
Ukraine's economy in response to the wartime
challenges is important for ensuring the resilience of
the country's economy during the martial law and its
swift rebuild after the war.
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CREITICAL INFEAR=TEUCTURE
ARD ECOMOMY ZUFFORT

The Recovery and Reform Support Team supported the
Ministry of Finance in structuring the financing of
non-military but socially important programmes and
sectors, particularly critical infrastructure, agriculture,
and business support.

One such challenge was to prioritise road sector expenditures in order to

redirect the Road Fund to National Security Programmes while saving the
road sector's internal potential to finance ongoing important projects and
urgent needs for sustainable logistic chains.

UAH billion

The RST supported the MoF in further developing a new mechanism for
transportation insurance of grain and other goods from Ukrainian seaports
by creating an international insurance pool to enhance coverage and risk
management in the transportation process with a total amount of insurance
fund of

USD miillion

The RST also supported the MoF in forming policy on SDG achievement in
climate policy and other issues within priorities (timber industry, fishery
sector etc.) One positive example was establishing an experiment with
implementing transparent auctions in the fishery industry that allowed the
engagement of an additional

UAH miillion
to local budgets, which was more than 15 times more
than the target in the pre-war period.

The RST helped the MoF to address many challenges
of structuring financing for infrastructure, agriculture
and logistics, optimizing respective policies and
enhancing the country’s resilience.
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One of the important inputs of the Recovery and
Reform Support Team to the Ministry of Finance
activities on recovery issues was the establishment
and efficient usage of IT tools for monitoring the
second Rapid Damage and Needs Assessment (RDNA2)
process. The team has also contributed to the
planning, identification and monitoring of the progress
of recovery projects.

This track allows to discover the latent bottlenecks of institutional capacity for
implementing ministries and form a new legal framework for sufficient
improvement. Finally, all required information on recovery projects funding on
a monthly basis was processed and well structured by the RST experts and
can be shared through the abovementioned digital instrument. At this stage,
the RDNA IT tool covers

UAH billion
in financing sources
for Ukraine's recovery from of financing

@

WORLD BANKGROUP

* X ¥
*
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The experience from RDNA2 will serve as a useful
springboard for further work on the implementation
of public investment projects and acceleration of
disbursement of IFI projects.
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=ECTORAL EFFICIEMCTY
AHD TEAMEZFAREMCY
IMFREOYEMEMT

The Recovery and Reform Support Team continued
to support the Ministry of Finance in enhancing the
effectiveness and transparency of sectoral budget
spending, in particular, regarding the expenditures
on healthcare, education and social support.

The RST provided analytical support regarding expenditures of budget funds
provided by the international partners to assist Ukraine during the war (social
and humanitarian spheres).

In the healthcare sector, in 2022, the RST provided project management
support regarding a systematic approach to analyzing healthcare system
performance indicators. The RST also provided analytical support regarding
2021 sector expenditures (incl. anti-COVID-19 activities) and the 2022
healthcare sector financial performance indicators.

In the education sector, in 2022, the RST provided project management
support regarding possibilities for automatizing data collection on
educational institutions' financial indicators, which resulted in the preliminary
technical specification for enhancing the LOGICA IT system for the needs of
the sector analytics; the RST also provided analytical support regarding the
sector performance indicators. In Q1 2023 the MoF introduced the necessary
amendment to its order N2 488 from 2021 that regulates information exchange
for the LOGICA IT system.

In the social sector, the RST supported the MoF in coordinating the
development of the draft law on the pension system’s second pillar

N2 2683/P1. The draft law defines the parameters of the second pillar and the
financing sources for reducing social contributions. The RST provided support
in conducting calculations of expenses from the state budget to introduce
the proposed second pillar parameters, in collaboration with the Ptoukha
Institute for Demography and Social Studies of the National Academy of
Sciences of Ukraine.

For most of 2022, the current sectoral performance data was unpublic due to
wartime security threats. For this reason, the MoF published no sectoral
expenditures efficiency dashboards in 2022. In 2023, the Ministry returned to a
policy of public expenditure transparency (regarding the wartime limitations).
The RST supported the MoF with developing several public analytical tools
("dashboards") that covered the international support to Ukraine under the
PEACE in Ukraine World Bank Project, public sector employment and social
assistance expenditures.
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The RST also facilitated the introduction of data-analysis Bl tools into the
internal workflow operational processes in the MoF structural units. That
facilitation included the development of analytical tools (for internal use) that
covered sectoral performance indicators.

The RST support contributed to the ongoing
improvement of the public expenditures’ efficiency
and transparency taking into account both the
wartime situation and the post-war reconstruction of
Ukraine. The RST helped to analyse healthcare system
performance indicators, automatize data collection on
educational institutions' financial indicators and
introduce a few new dashboards for the public.

A large share of 2022 and 2023 public expenditures (non-military) were
covered by the foreign partners under the World Bank Project “Public
Expenditures for Administrative Capacity Endurance in Ukraine” (PEACE in
Ukraine). The purpose of the PEACE in Ukraine Project is to partially
compensate for state budget expenditures, including social and humanitarian
expenditures not related to the security and defence sector.

In total, in 2022, Ukraine received

UAH billion or USD billion

in external financing under the Project to cover priority expenditures,
including financing:

UAH billion UAH billion
Pensions Assistance
for for

UAH billion UAH billion

subsidies for assistance for
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\Ste

UAH billion

Salaries for

515 thousand
healthcare workers

UAH billion

Salaries for

140 thousand teachers
of higher education
institutions

G

UAH billion
Salaries for

503 thousand
schoolteachers
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Public sector employment data transparency

The dashboard covers data about

different public
th g sector bodies
ousan ) and organizations
employees in

in 2022

The Q3 2023 update covers

different public
ﬁm:g thousand mﬂ sector bodies
employees in and organizations
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Social Assistance Expenditures

UAH billion

Social assistance to the population in 2023, which is
UAH 12.4 billion more than in 2022 (UAH 150.7 billion)
and UAH 51.8 billion more than in 2021.

UAH billion

The largest social benefits planned for 2023 are those for
internally displaced persons (UAH 53.5 billion in 2022,

UAH 3 billion in 2021). It is expected that 1.9 million
internally displaced persons will receive assistance in 2023.

UAH billion

Subsidies for housing and utility services (UAH 20.2 billion in
2022 and UAH 33 billion in 2021). It is expected that 1.7 million
families will receive such assistance.

UAH billion

Housing and utility benefits
for 1.5 million families
(UAH 12.3 billion in 2022 and
UAH 12.6 billion in 2021).

Ministry of - . . Clear
Finance Social Assistance in 2021-2023 fters
of Ukraine
Social Assistance Type (select) Social Assistance Payment (select)
Yci Vo Yai v
Payment 2021 2022 2023 2021 2022 2023 recipients 2021 Average 2022 Average 2023 Average
expend. expend. expend. recipients recipients  (plan), k pers./ payment payment payment (plan),
(actual), (actual), (plan), M (actual), k (actual), k HHs (actual), UAH (actual), UAH UAH
M UAH M UAH UAH pers./ HHs fersA/ HHs
Housing subsidies 329996 | 20169,8 24 447,7 1996,3 1639,6 17039 1367,90 1169,90 1189,30
Assistance to internally displaced 30395 | 534886 576473 1711 1 B2 19216 1480,10 2899,90 2500,00
persons
Housing benefits 12572,5 | 123283 115774 1598,0 14737 1527,5 1367,90 897,40 631,10
Assistance at childbirth and adoption, 95086 | 77099 76059 921,3 746,4 7355 860,10 860,80 861,80
monthly payment
Assistance to persons with disabilities 13 953,0 148234 168147 455,6 409,6 500,7 2552,10 3 015,80 3 081,60
from childhood and children with
disabilities
Fuel subsidies 12657 7438 13695 353,9 2296 2405 3511,40 3176,20 5 406,40
Assistance for children raised in large 5340,2 5669,5 61996 260,2 2177 2452 1710,30 2170,20 2106,90
families
Assistance to low-income families 12 6284 138794 155705 221,55 216,2 269,5 4751,10 5349,80 4 814,60
“Baby-box" 14643 12556 14332 270,7 207,7 2094 5 409,40 6 045,20 6 844,30
Assistance at childbirth and adoption, 31470 | 21400 21760 304,9 207,4 2109 10 320,00 10 320,00 10 320,00
one-off payment
Assistance to persons who do not have 4026,0 45273 50519 182,7 160,9 2139 1836,30 2 344,80 217350
the right to a pension and persons with

Ycboro 111 256,3 150669,7 163 112,3

%
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COMFETITIVYE ARD

TEAM=FAREMT ZUFERWIZORY
BOARED =ZUCCE=ZI0OME
FEOQOCE== IM =TATE-QWMKED
BAMEZ=

The Recovery and Reform Support Team assisted the
Ministry of Finance in relaunching the selection
process of members for the Supervisory Boards of
state-owned banks (SOBs) and the subsequent
selection of independent members of all SOBs’
Supervisory Boards.

The team supported the MoF in developing an Action Plan, legislative
amendments, and evaluation methodology and criteria to ensure a
competitive and transparent selection process in accordance with legislative
requirements.

The RST helped in:

Development of amendments to the resolutions of the Cabinet of Ministers
of Ukraine N2 159 dated 13 February 2019 and N2 267 dated 27 March 2019
(which were approved by the CMU Resolution N2 442 dated 12 April 2022) in
order to improve the selection process of independent members of
Supervisory Boards of SOBs taking into account the recommendations of the
international donors and partners of Ukraine.

Selection of independent Development of qualification requirements
members for all SOBs’ for candidates to the Supervisory Board
Supervisory Boards. of SOBs, including profiles of vacant positions

and profile matrixes of the Supervisory Board
of each SOB.
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Development of a Methodology and criteria for assessing candidates.

The RST also supported the MoF with the development of a methodology for
the assessment of the performance of SOBs' Supervisory Boards, which will
help to improve their efficiency.

These steps formed an important improvement

in the continuation of the corporate governance
reform in Ukrainian SOBs and allows for the selection
of new members of the SOBs Supervisory Boards
through a fair and open process.
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HAMDLIMG MIZCORDUCTE,
COMFLAIMTE,. AMD
CORFLICTE WITHIRM
=TATE-QOWKED BAMEZ:=

The Recovery and Reform Support Team supported the
Ministry of Finance in establishing a balanced
disciplinary process to handle misconducts,
complaints, and conflicts within SOBs.

The RST conducted an analysis of draft Codes of Ethics, Corporate
Governance codes, and Regulations on the Ethics Commission of SOBs of
each state-owned bank.

In total with the RST support the MoF analyzed and approved for adoption by
SOBs:

Codes Corporate Regulations on Ethics
of Ethics Governance codes Commission

The Code of Conduct (ethics) contains basic guidelines
that are used in the settlement of complex ethical and
other situations. The implementation of the Corporate
Governance codes is aimed at increasing the efficiency
and trust in SOBs. These codes and regulations provide
a framework for promoting ethical behavior and
addressing misconduct within state-owned banks.
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REEMOWAL OF = =TEMICALLY
IMFORTARMT BAME FROM
THE MAREKEET

The Recovery and Reform Support Team supported the
Ministry of Finance in the process of Sense Bank

sense bank nationalization.

The RST participated in the process of development of all required
documents, such as a sale purchase agreement, a new version of the charter,
and contracts with the members of the Supervisory Board and Management
Board of the bank. Additionally, the RST provided support in the process of
approval by the NBU of the candidates for the Supervisory and Management
Boards of the bank.

The nationalisation of Sense Bank made it possible
to ensure the further stable operation of the bank,
prevent negative consequences on the financial
market, protect the interests of depositors and other
creditors of the bank, given the application

of sanctions to the bank’s previous owners.
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IMFREOYEMEMT OF THE LEGHL
FEAMEWORE

FOR THE EMHAMMCEMERMT
OF IMFLEMERTATIORRM

OF IFI FEOQJECTE=

The Recovery and Reform Support Team supported

the Ministry of Finance in drafting amendments

to the CMU resolution N2 70 dated 27 January 2016
“Procedure for preparation, implementation,
monitoring, and completion of the implementation

of economic and social development projects supported
by international financial institutions”™.

Changes were introduced in order to determine the subject of the state aid
notification and the stage at which such notification is submitted, taking into
account the provisions of the law “On State Aid to Undertakings”.

The changes also aimed at improving the procedure for restructuring joint
projects with the EIB, authorizing the key spending units of the state budget
to reqgister consolidated registers of planned obligations prepared by the
Project Implementing Entity.

Another important part of the changes to the CMU resolution relates to the
monitoring of the impact of IFI projects on climate change and the potential
for the reduction of greenhouse gas emissions from its implementation.

These changes helped to improve the procedure
for attracting funds from IFIs and to align
the Ukrainian legislation with European standards.
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LAUMCHIMG RHEW JOIRT
FEOQOJECT= WITH IFI=

The Recovery and Reform Support Team supported the
Ministry of Finance in launching new joint projects
with IFIs that contributed to the stability of the
Ukrainian financial system.

New joint projects with IFIs aimed at maintaining the stability of the financial
system and ensuring the provision of essential public services during wartime.
Six projects, consisting of loans and grants, had a total value of approximately

USD billion

USD billion USD billion
Investment Project Grant
Financing (IPF) Financing

USD miillion
Loan Guarantees

Joint project with the IBRD “Public expenditures for administrative
capacity endurance in Ukraine”

The funds have been directed to covering to cover the expenses of the
state budget for salaries in the fields of healthcare, education, and public
administration, as well as expenses related to the payment of pensions,
social benefits, and subsidies.

USD billion
Grant
Financing

Development Objective Agreement between the Government of the
United States of America and the Government of Ukraine for Broad Based
Resilient Economic Development as a Means to Sustain Ukrainian
Democracy. The funds were directed to ensure the provision of medical
services to the population.
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JPY billion
Loan
Agreement

Second Economic Recovery

Development Policy Loan by the
IBRD to maintain the continuity

of critical social and public
services in Ukraine.

EUR billion
Grant
Financing

Agreement on the Grant by
the Federal Republic of
Germany to the benefit of
Ukraine to assist Ukraine in
meeting its balance of
payments and budgetary
needs, to help stabilize
Ukraine’s economy in the
frame of the IMF Board
document “Establishment

of a Multi-Donor Administered

Account for Ukraine”.

EUR million
Loan
Agreement

Loan Agreement between Ukraine
and the KfW for the “Ukraine
Economic Emergency Assistance
Programme” to maintain state social
expenditures and secure economic
and social reforms.

EUR million
Guarantee
Agreement

Guarantee Agreement for the EBRD
project “Naftogaz Emergency Gas
Purchase Renewable Credit Facility”.

USD billion
Loan
Agreement

Relief and Recovery Development
Policy Loan Agreement, Policy and
Results Matrix, International Monetary
Fund Relations Annex, Letter of
Development Policy and Environment
and Poverty/Social Analysis Table

for a World Bank proposed Loan.

These projects helped to maintain all priority
expenditures, directed towards covering the expenses
for salaries in the healthcare, education, and public
administration sectors, as well as expenses related

to the payment of pensions, social benefits, and
subsidies, the provision of critical services, including
medical services for the population, procurement,

and delivery of humanitarian goods to affected
regions, social support for housing services and fuel
and liquefied gas purchases. The initiatives, supported
by the RST, played a significant role in ensuring

the smooth operation of the financial system, enabling
the MoF to prioritize expenditures and continue

to provide essential services to the public during

wartime.
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=UFFORTIMG OFERATIORMAL
EFFICIEMCY ARD
IM=TITUTIOMAL CAFRACITY
IMFEOYEMERMT

The Recovery and Reform Support Team supported the
Ministry of Finance in improving the internal
documentation review process that contributed to the
operational efficiency and investment absorption
capacity.

The RST supported the MoF in reviewing and updating internal legal
documentation and processes, helped update internal business processes,
reporting and approval documentation within IFI projects, and provided legal
advice to identify and mitigate operational inefficiencies.

Also, the team provided support to the MoF in developing infographics for
CMU resolution N2 70 which regulates the IFI project cycle and MoF order

N2 322 on project proposal assessment, reviewing and updating internal legal
documentation and processes, updating internal business processes,
reporting and approval of documentation within IFI projects, and provided
legal advice to identify and mitigate operational inefficiencies.

Additionally, the RST assisted the MoF with drafting the internal template of
the subloan agreement. This kind of agreements are customarily used for IFl
projects where funding is provided to the state budget rather than the final
beneficiary directly (which includes most EIB and IBRD projects). Currently,
the Ministry does not have a standard form for this subloan agreements,
resulting in unnecessary expenditures of management and employee time to
produce an agreement for a given project. Having a standardized template to
work off will help the MoF save time, also making the general timing of these
IFI projects more streamlined.

These steps formed an important improvement

in the continuation of the MoF’s institutional capacity
improvement and enhanced operational effectiveness
and efficiency.
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LEGAL AMD IMFLEMERMTRATIORRM
=UFFORET OF IFI FEOJECTE=

The Recovery and Reform Support Team assisted the
Ministry of Finance in implementing several ongoing
IFI projects, including providing targeted assistance on
the following projects:

EUR million
Loan amount

EUR million
Loan amount

Supported EIB Apex loan projects
management, enabling orderly
project completion (subject

to negotiations with the EIB) and
freeing up the Ministry's internal

Provided legal advice and
transactional support for
Ukrhydroenergo loan from EBRD,
facilitating project signing.

capacity.

EUR million
Loan amount

Provided legal advice and
transaction support for
Ukrenergo loan from EBRD,
contributing to the resilience
of Ukraine's energy
transmission system.

EUR million
Loan amount

Supported implementation
activities for the Accelerating
Private Investment in
Agriculture Program.

EUR million
Grant amount

Provided legal advice and negotiation
support for grant for Ukrenergo from Kfw,
aimed at further boosting Ukrenergo's
efforts to restore and protect Ukraine’s
energy transmission system before the
winter season 2023-2024.

EUR million

Provided support in the preparation of the
supplements to the Separate Agreement
to the project "MSME-Funding COVID-19"
in the framework of the Ukrainian state
programs “Affordable loans 5-7-9” and
“Affordable leasing 5-7-9”.

With these activities, RST provided support in
streamlining the preparation and implementation of IFI
projects and also helped the MoF in addressing the
challenges posed by the war situation and martial law.
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=UFFORTIMFG MULTI-AGERCTY
DOMOR COORDIMATIORN
FLATFORM FOR UERAIME

The Recovery and Reform Support Team supported
= MULTI-AGENGY the Ministry of Finance in its participation in the
= DNREIRNTIN:  Multi-agency Donor Coordination Platform for Ukraine
(MDCP) as one of the key actors on the side of the

Government of Ukraine.

G7

Facilitation of the MoF’s involvement Support of the MoF’s involvement in the

in the operational activities of the G7 experts’ meetings regarding pressing
MDCP by participating in the issues within MDCP, such as budget
meetings of the MDCP Secretariat, support, recovery and reconstruction
and preparing materials regarding efforts, PIM reform, etc.

relevant initiatives and activities.

Facilitation of the MoF’s preparation Support to the MoF in monitoring

for and participation in the Steering and sectoral activities on two levels:
Committee meetings of the MDCP, recovery project and financing

with contribution to the relevant prioritization and monitoring across
internal and external organizational sectors; and donor commitment data
efforts and preparation of the monitoring by facilitating the verification
analytical materials and background of the data on the MoF side with the
documents. preparation of the subsequent analytical

and reporting materials.

Activities of the Multi-agency Donor Coordination Platform
for Ukraine have played an important role in Ukraine’s and
partners’ efforts to coordinate donor support, attract
resources, and facilitate international cooperation aimed at
meeting Ukraine’s budgetary and recovery needs in face of
complex task of supporting Ukraine through the war and
moving forward toward self-sustainability, economic
development and accession to the EU.



Supported by

UKRAINE
RECOVERY
AND REFORM
ARCHITECTURE

And the EBRD’s Ukraine Stabilisation and Sustainable Growth Multi-Donor
Account (Austria, Denmark, Finland, France, Germany, Italy, Japan, Latvia, the
Netherlands, Norway, Poland, Sweden, Switzerland, the United Kingdom, the
United States and the European Union, the largest donor).
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