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This paper provides an overview of the International Monetary Fund (IMF)’s lending to Ukraine, particularly focusing
on the IMF response to the Russia’s invasion of Ukraine since February 2022, given the challenging macroeconomic
circumstances. If further analyses the key elements of the IMF’ Extended Fund Facility (EFF) programme for Ukraine,
including the evolution of core assumptions, risks, fiscal sustainability and conditionality.

Introduction

Despite the third year into the war, Ukrainian economy remains resilient reflecting adaptability of
households and firms. However, the recovery is expected to slow down due to intensifying attackson
energy infrastructure and exceptionally high risks to the outlook. Ukraine’s real GDP is expected at 3% for
2024 and between 2.5%-3.5% for 2025. Inflation is projected to rise to 9% by the end of 2024, reducing the
scope for further monetary policy easing through the end of the year (Figure 1).

However, the monetary stance stays appropriate to reach the inflation target (5%) over the medium
term, with the key policy rate of the National Bank of Ukraine (NBU) remainingat 13% as of September 2024.
Thisis the third decision tokeep the key policy rate unchanged following several cuts from 25% in July 2023-
June 2024.

The managed flexibility exchange rate regime introduced by the NBU in October 2023 continues to
act as a shock absorber and adjust to fundamental market factors, in line with the approved Strategy to
easeforeign exchangerestrictions. This transition follows the previous NBU decision at the start of the war
introducing capital controlsand implementing a fixed exchange rate regime at 29.25 Ukrainian hryvnia/US
dollar (UAH/USD). While it was an important reaction to stabilise inflation and exchange rate expectations
at the war outbreak, the subsequent pressure to devalue hryvnia by 25% (to 36.57 UAH/USD) and further
depletion of gross international reserves tomaintain fixed exchange rate made it difficult to simultaneously
achieve the goals of price and financial stability and the sustainability of economic growth. Since the
introduction of the new managedflexibility regime, UAH has depreciated by close to 13%.
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Figure 1: Realand projected GDP andinflationin Ukraine, 2021-2033
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Source: Own elaboration based on IMF, 5th EFF review.

Notes: Inflation = headline consumer price index, annual average rate.

In 2024, Ukraine remains to be highly dependent on the external financing, with the IMF being the
third largest external creditor both for 2024 budget financing (USD 3 billion) and over the period since
2022 (USD 10 billion), after the European Union (EU) and the United States (US) (Figure 2). It is particularly
relevant for Ukraine to cooperate with the institutional lenders due to constrained access to the
international credit markets. In this case, the IMF programmes act as a catalyser of financing support from
other donors. Following Ukraine’s credit rating slightly recoveryin 2010 after the financial crisis (from CCC+
to B- and B+, S&P), it fell again in 2014 due to the first Russia’s invasion with the occupation of Crimea and
Eastern regions of Ukraine (to CCC, S&P). Since the start of Russia’s full-scale war in 2022, Ukraine’s rating
remained in the range B-to CCC (S&P), and as of August 2024 it was downgraded to SD (selective default).

Figure 2: Ukraine’s state budgetfinancing received (general fund)
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IMF engagement with Ukraine

Ukraine joined the IMF on 3 September 1992, according to the Law of Ukraine “On Ukraine's accession to
the International Monetary Fund, International Bank for Reconstruction and Development, International Finance
Corporation, International Development Association and the Multilateral Investment Guarantee Agency” of 3
June 1992. Until Russia’s invasion on 24 February 2022, Ukraine entered into nine Stand-By Arrangements
(SBAs) and two Extended Fund Facility (EFF) programmes with the IMF.

After Russia’s full-scale invasion, the IMF provided substantial financial and technical support to
Ukraine. On 1 March 2022, the IMF Managing Director and World Bank Group President issued a joint
statement pledging financialand policy support to Ukraine following Russia’sinvasion. The IMF responded
to Ukraine’s request for emergency financing through the Rapid Financing Instrument (RFI) approvedin
March 2022 and October 2022. In addition, in April 2022, the IMF opened a special multi-donor
“Administered Account” for Ukraine, allowing individual donor countries to channel financial support
through the IMF. In December 2022, as a preparation for a fully-fledged IMF programme, Ukraine entered
into a4-month Program Monitoringwith BoardInvolvement (PMB), helping Ukraine to implement prudent
macroeconomic policies and catalyse donor financing. Following this, on 31 March 2023, theIMF’s Executive
Board approved a new 4-year SDR 11.6 billion EFF programme. Closely tied to the priorities of the EFF
programme andserving as an additional step to support the Ukraine’sambitious economic reform agenda,
theIMF launched The Ukraine Capacity DevelopmentFund (UCDF) in February 2024, channelling resources
provided by theindividual countries over 2024-2028.

Figure 3: Ukraine-IMF projected transactions, 2025-2033, USD From' a financial perspectivte,
million Ukraine’s payments to the IMF will
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Source: Own elaboration based on IMF.
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t0 95%, 83% and 74% in 2025, 2026 and 2027, respectively, and then then stayin the 35%-50%range in the
years 2028-2033."

However, despite limited financial resources, high needs to finance defence spending and
comparatively expensive IMF lending, it is crucial for Ukraine to successfully complete the EFF. The
EFF programme is economically and politically importantin order to successfully implement stabilisation
policies, maintain sufficient financial support from international partners, including through debt
restructuring, and enjoy access the IMF’s unparalleled policy expertise. Successful performance of the
programmesalso servesas a prerequisite for future access to the credit markets.

As of October 2024, Ukraineiis approaching the midpoint of the EFF implementation and successfully
completed 5 out of 13 reviews planned for the programme. Despite the challenging war reality, constant
Russian attacks on Ukrainian energyinfrastructure andthe overall situation of high uncertainty, the progress
under the EFF programme has remained strong. The IMF reiterated the importance of skilful policymaking
of Ukrainian authorities, the adaptability of households and firms, and robust external financing to support
macroeconomicand financial stability.

Review of the IMF’s surcharge policy: implications for Ukraine

As an important elements of its risk managementframework, the IMF applies surcharges on outstanding debt
under its main non-concessional lending mechanism, the General Resources Account (GRA). They are designed to
dis-incentivise over-borrowing and incentivise early repayment. Notably, surcharges affect countries such as
Ukraine, as they face a heavy debt burden arising from large outstanding credit.

The surcharge policy review completed in October 2024 will alleviate some of that burden for many member
countries. The overall level of surcharges was reduced by cutting the time-based surcharge by 25 bps. The
threshold for the level-based surcharge was increased, so that less countries will be affected by the additional
200 bps charge.

Beyond surcharges, the basic margin was reduced by 40 bps (applicable to all GRA lending) and the quota
thresholds for commitments fees on undisbursed parts of the loan were also increased. The IMF estimates that
these approved measures will reduce borrowing costs by 36% for all member countries (about USD 1.2 billion
annually) and that the expected number of countries subject to surcharges will fall from 19to 11. However, Ukraine

will still be affected as its outstanding credit currently exceeds 500%. With the quota increase agreed as part of
the 16th review, Ukraine’s outstanding credit as a share of quota will mechanically decline but is projected to remain
above the 300% threshold until 2030, thus continuing to be subject to the 200 bps level-based surcharge over the
medium term.

Current SDR Basicrateof | Levelbased | Timebased Inte‘r:;:‘rate ':ﬁ::;: Commitment fees
rate charge surcharge surcharge surcharges Bt s (on undisbursed part of loan)

) S187.5% of <115% of quota: +15 bps
Pre-review

3.5% +100 bps 4.5% quota: +100 bps 7.5% +50 bps >115% and >575%: +30 bps
system 4200 bps
>575%: +60 bps
New system +300% of <200% of quota: +15 bps
(from 1 Nov S +60 bps 41% quota: +75 bps 6.85% +50bps  >200% and <600%: +30 bps
2024) +200 bps

>600%: +60 bps

! Source: 5th review of the EFF programme, Table 10.
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2023 EFF in detail

The EFF programme was approved on 31 March 2023 with an amount of SDR 11.6 billion (577% of
quota or about USD 15.5 billion). Over the period 2023-2027, it will help Ukraine to ensure economic and
financial stability at the time of exceptionally high uncertainty, restore debt sustainability and promote
reforms supporting Ukraine’srecovery and its EU accession path.

The programme represents the first time in the IMF’s history that the Fund provided “upper credit
tranche” (UCT)-level’lending to a country in an active war. The IMF’s previous framework implied that
access toa UCT programmecould only be provided ifi) the country’sbalance of payments issues would be
resolved, while achieving medium-term external viability, and ii) that the country would be able to repay
theIMF. As these assumptions could not be fulfilled by Ukraine due tothe war, theIMF modified its financing
assurances policy by allowing upfront creditor commitments to debt relief with a contingent element for
sustainability, and using a "capacity-to-repay" assurance from key creditors to protect Fund’s financial
resources.? Therefore, successful fulfilment of the conditions under the PMB during the preparatory stage
and the necessary assurances provided by 13 countries, the EFF programme was approved.

Given exceptional uncertainty, the IMF's EFF programme distinguishes two phases in the
implementation of the programme. In the first (war) phase, focus was to be on macroeconomicand
financial stability and critical structural reforms. This is to be followed by the second (post-war) phase, in
which more ambitious structural reformsare to be pursued, to support growth and reconstruction, and to
facilitate Ukraine’s EU accession process. Approaching the midpoint of the programme’s period, the war is
still in its active phase, hindering the ability to fully transitioninto the second phase. Nevertheless, the
implementation of the programme remains fully on track, as Ukraine continues to successfully implement
therequired conditions and reviews are completed accordingto schedule (see Table on EFF conditions in
Annex), even if the IMF’'s assumptionson the end of the war had to be modified with each review (Table 1).

Evolution of assumptions and risk evaluations

As reviews proceed amidst ongoing war, the initial core assumption in the baseline scenario that the
war will wind down in first half of 2024 is no longer viable. The IMF outlook depends on several key
assumptions, primarily concerning the course of the war, which is the main externalfactor influencing the
outlook. Additionally, it relies on assumptions about the structure and speed of reconstruction, the
reopening of ports, the pace of return of migrants, and the availability of adequate external funding on
favourable concessional terms. Consistent with the policy for lending under exceptionally high uncertainty,
the IMF develops baseline and downside scenarios. With the 1stand 2nd review the assumption on the end
of war was notably modified in the baseline scenario, leaving the downside scenario broadly unchanged.
Since the latest (5th) review, both the baseline and downside scenarios reflect a longer war. Under the
baseline scenario, the core assumption on when the war will wind down was extended by oneyear -to the
last quarter of 2025 (Table 1).

Lending above 25% of the member country’s quota, paid out in tranches that are subject to a series of macroeconomic and structural conditions
are attached.

“G7 plus Belgium, Lithuania, the Netherlands, Poland, Slovakia, and Spain extended an assurance that management and staff understood to (i) reaffim
their recognition of the Fund’s preferred creditor status in respect of the amounts currently outstanding to Ukraine, plus any purchases under the
proposed extended arrangement; and (ii) further undertake to provide adequate financial support to secure Ukraine’s ability to service all of its
obligations to the Fund, in accordance with the Fund’s preferred creditor status and complementing the Fund’s multilayered risk management
framework”.
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Table 1: Changein IMF’s core assumptionsused for the outlook

Review
stage

Baseline scenario

Downside scenario

The war winds down in the first half of 2024,

Longer and more intense war, weighing on

EFF followed by a measured investment and ; .
. . . sentiment, dampening the pace of return by

Approval reconstruction effort. The grain corridor miarants. and  causina further infrastructure
(Mar2023) continues and there is no further escalation of dargna o ' 9

the war. 9¢

The war is expected to wind down by mid-

2024; the grain corridor remains open, the
st security situation does not significanty Longerandmore intensewar, strongly weighing
review deteriorate and any attacks to energy on firm and household sentiment, and causing
(Jun2023) infrastructure will continue to be handled furtherinfrastructure damage from attacks.

effectively, with no material electricity and gas

shortage next winter.

War will wind down by the end of 2024.

Benewed attacks. on Ukram? >~ energy Longer and more intense war winding down by
2nd infrastructure are widely expected in the winter. L .

- S o . . end-2025, strongly weighing on firm and
review No significant worsening in the intensity or household sentiment. and causing  further
(Oct2023) scope of the war and no protracted energy infrastructure dama ef,rom attacks °

shortages. The uncertainty around near-tem 9 )
developments remainselevated.
3rd War to end by end-2024, and an expansive Lon?erand moremtensg wgrwmdmg.down by
r . . end-2025, strongly weighing on firm and

: structural reform agenda, including under the . .
review Ukraine Plan and the path to EU accession household sentiment, pace of migrant return, and
(Feb2023) . . P . " causing further infrastructure damage from

propelling growth in the post-war period. attacks

The war willwind down by end-2024, although Longer and more intense war winding down by
4th the evolution of the war remains subject to end-2025, strongly weighing on firm and
review exceptionally high uncertainty. A strong household sentiment, pace of migrantreturn, and
(Jun2024) structural reform agenda, including under the = causing further large-scale energy infrastructure

Ukraine Plan and the EU accession path. damage from attacks.

The war will wm.d dowq n thg !ast qqarter of Longer and moreintensewar running through

2025. Growth will remain positive, driven by . L .
5th d il but | mid-2026, weighing strongly on firm and

: recovery toward potential output, but longer . o014 sentiment, the pace of migrant retum,
review war implies headwinds from more persistent and would entail flurther large-scale ene '
(Sep2024) uncertainty, labour shortages, defence and 9 Y

repair-related import pressures, and population
dynamics.

infrastructure damage from attacks and power
outages.

Source: Own elaboration based on the IMF’s EFF reviews.

The relevant risks identified by the IMF were rated with “medium” or “high” likelihood and slightly
varied throughout the reviews. Events that could materially alter the baseline path were related to the
external, domesticand structural risks. While the lowest amount of risks was considered at the approval of
the EFF, their overallamount did not change significantly with further reviews attributed to the different
composition of risks (Table 2). As of the latest (5th) review, the key risks with high likelihood are related to
the escalation of Russia’s war, commodity price volatility putting pressure on agriculture and energy prices,
deepening geo-economic fragmentation, loss of export and delays in external or domestic financing. For
the completion of the EFF programme by Ukraine, it is important tonote that likelihood of losing the reform
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momentum is “medium” and unchanged since the EFF approval, meaning that despite ongoing war,
Ukraine is committed to implementreforms.

Table 2: Risks identified by the IMF and evolution of their likelihood throughout the reviews

Intensification of regional conflict(s).
Escalation of Russia’s war in Ukraine or High High High High High High
other regional conflicts.

Abrupt global slowdown or recession.
Commodity price volatility. High High High High High
Monetary policy miscalibration. / / / /

Social unrest due to rising inflation,
declining realincomes.

Loss of reform momentum.
Deepening geo-economic fragmentation. High High High High High High
Cyberthreats. High / / / /

Loss of export and transit corridors and . . . . .
EU restrictions for agricultural produce. / High High High High High
Nationalisation of banks based on
grounds other than financial stability / / / / /
considerations.

Shortfalls in availability of external

financing as well as domestic financing. / / High High High High

Note: “low” is meant to indicate a probability below 10 percent, “medium” a probability between 10 and 30 percent, and “high” a

probability between 30 and 50 percent.
Source: Own elaboration based on the IMF’s EFF reviews.
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Fulfilment of conditions

Breadth of conditionality and performance
With the phased approach to

Figure 4: Evolution in the total number of conditions . .
programming, the design and
planning of conditionality are

60

50 adjusted accordingly. When the EFF
was approved in March 2023, theinitial

40 list of conditions included only 22
30 2 . 40 > qualitative conditions, three of which
26 were related to the prior actions and

20 22 the rest to be implemented until June
10 2024. The following five reviews have
added 29 new structural conditions to
: : : ' : be implemented by mid-2025, while

0 T T
1streview 2ndreview 3rdreview 4threview 5th review L. . . .
quantitative conditionality remained

EFF
Approval
unchanged (Figure 4). Further

Qualitative conditions (reforms)

conditions will be thus added in the
Note: Quantitative conditions include: continuous performance criteria (CPC), . . . .
quantitative performance criteria (QPC) and indicative target (IT). Qualitative foIIowmg reviews as Ukraine will move
conditions imply structural benchmarks (SB) and prior actions (PA). to the phase two of the programme
Source: Own elaboration based on the IMF’s EFF reviews. oncethewarends.

Quantitative conditions

Figure 5: Structural benchmarks assessed in each review, evaluation of status, by sector
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Note: Number of qualitative conditions do notinclude prior actions.

Source: Own elaboration based on the IMF’s EFF reviews.
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Most structural conditions are related to the fiscal area, together with the governance/anti-
corruption, and are fulfilled by Ukraine as reviews progress. The high volume of fiscal conditionality is
explained by the broad purpose of the IMF programmes - to solve balance of payments problems, while
substantial number of governance-related conditions are designed to facilitate Ukraine’s EU accession.
Higher number of structural benchmarks assessed in the first two reviews also influenced the pace of
implementation as four structural benchmarks of medium and high depth were met with delay according
tothe 2nd review (Figure 5). However, this is ratheran exception as most of the conditions are successfully
metin all reviews, and until now only three conditions were postponeddue to the missed deadline.

Depth of structural reform conditions

The depth of structural conditions in the EFF programme is higher compared to IMF programme
averages and slightly increases as programme reviews progress. In addition, the EFF programme for
Ukraine has slightly larger average volume of structural benchmarks on a “per-completed-review”
basis compared to other IMF programmes. Lessons from the previous IMF programmes suggest that
“well-implemented high depth, growth-oriented structural conditions advance reforms and bring growth
benefits both during and after programs”. The analysis of the conditionsin the Ukraine’s EFF following the IMF
methodologyusedin the 2018 review of conditionality (see Overview of IMF methodology, Annex) shows
that high-depth conditions comprise a third of all structural benchmarks, while in the IMF programmes, on
average between 2011 and 2017, this share did not exceed 22% in all programmes. The difference even
greater compared to the IMF programmes for fragile and conflict-affected states (FCS)-listed countries,
which Ukraineis part of along with 38 other countries (Figure 6). Over the course of EFF reviews, the depth
composition varied showing more high-depth conditions assessed with each subsequent review, partially
reflecting the design of the EFF with the focus on immediate stabilisation objectivesin the short-termand
deeper structural reforms in the longer-term.

Figure 6: Depth and average number of qualitative conditions per review in IMF’s EFF programme
for Ukraine compared to similar programmes

100% _— _— 1
90% . |
80% - L e
70% .
60%
e 5.7 5.6
ks 4.9 O =
40%
30% <
20% .
10%
0% 0
d 3rd 4th 5th

(€]

1st 2n EFF IMF IMF IMF
review review review review review Ukraine (GRA) (EFF) (fragile
states)

N Low Medium mHigh O Average number of structural benchmarks per review (rhs)

Note: Average number of structural benchmarks for Ukraine is based on five completed reviews implying that the value can
change with the following reviews. Depth and number of structural benchmarks for the IMF cover programmes from 201 1-
2017 and do not include prior actions. GRA = General Resources Account which includes the main non-concessional
borrowing instruments.

Source: Own elaboration based on the IMF’s EFF reviews, IMF 2018 Review of Conditionality, IMF 2021 WP “How to Gain Most
from Structural Conditionality”, IMF IEQ 2018 Evaluation of Conditionality, IMF MONA database (Data Evaluation Report).
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As Russia’s war against Ukraine continues, it becomes more difficult toimplement complex structural
reforms inline with the initial schedule and to channel financing in other areas besides defence. While
it was initially agreed with the IMF to assess fulfilment of nine structural benchmarks in the 5th review in
September 2024, prolonged war and uncertaintyintroduced some changesleading to only half of planned
conditions to be assessed in that review. In particular, 3rd, 4th and 5th reviews postponed in total five
structural benchmarks from the 5th review to later reviews, therefore changing the evaluation timing for
two conditions to December 2024 and for three conditions to March 2025* However, to compensate for
postponed conditions, Ukraine has fulfilled two extra conditions scheduled for later reviews and one prior
action referring to one of the postponed structural benchmarks (see Table on EFF conditions in Annex).

As per quantitative conditions, the changes observed in the latest reviews indicate possible scaling
back of commitments to social programmes as well as governmental dependence on borrowing,
including from the NBU. In particular, there are evolving decreases in the floor on non-defence cash
balance (QPC-1) and floor on social spending (IT-4), combined with sequential increases in the ceiling on
publicly guaranteeddebt (QPC-4) and in the ceiling on general governmental borrowing from the NBU (IT-
2), which, moreover, was not met in 4th review. Despite only quantitative and indicative nature of such
conditions, they highlight the scarcity of financial resources Ukraineis facing amid the need to stabilise
public debt and to finance its defence industry. Looking at the requests from Ukrainian authorities, almost
each review was accompanied by the requested modifications to quantitative conditions on net
international reserves, tax revenues excluding social security contributions and on non-defence cash
balance. There requestswere reasonedto accountfor positive developments bringing “better-than-expected
outturn”, as well as for negative developments such as “change in the perimeter of defence spending”,
“underperformance of certain tax categories”, “blockages along western border”, “revised assumptions on the
timing of US external financing”.

Fiscal sustainability

During the assessment of Ukraine’s eligibility for the IMF lending under exceptionally high
uncertainty, one of the five principal criteria highlighted large and persistent balance of payment
(BoP) needs which are difficult to assess. At the approval of the EFF, the IMF estimated the total finandng
gap between USD 115-140 billion over the programme period (2023-2027), starting with the preliminary
estimation of USD 114.4 billion. However, over the course of programme reviews the estimate increased,
arriving to USD 151.4 billion in the 5th review (an increase of USD 29.5 billion since 4th review), reflecting a
higher underlying BoP gap (Figure 7). Additionally, latest IMF reviews do not provide projections for 2027
andratherfocus only on thefirst quarter of 2027, possibly indicating more uncertainty in the expectations
on externalfinancing.

*  Please see Annex for the following postponed conditions: SB-31, SB-35 postponed to 6th review, and SB-26, SB-33, SB-34 postponed to 7th
review.
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Figure 7:Financing gap, baseline scenario, annual projections (lhs) and cumulative estimate (rhs), USD
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Figure 8: Baseline scenario 12-month financing sources, USD
billion
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Source: Own elaboration based on IMF, 5th EFF review.
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Despite the increase in the financing
gap, the 12-month projections for
the financing sources suggest that
the gap will be filled until Q3 2025.
In addition to the prospective IMF
financing, the main sources of external
financing for Q4 2024 - Q3 2024
include (i) EU financing through the
Ukraine Facility, (ii) World Bank loan
under Special Programme for Ukraine
and Moldova Recovery (SPUR), (i) G7's
Extraordinary Revenue Acceleration
(ERA) support (see Box below), (iv)
higher support from individual
countries, (v) new loan from the
Council of Europe Development Bank
(CEB), (vi) updated debt flow relief
consistent with the August 2024
Eurobond exchange on Ukraine's
sovereign bonds (Figure 8).
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G7 Extraordinary Revenue Acceleration (ERA)
Loans

In June 2024, G7 leaders decided to launch Extraordinary
RevenueAcceleration (ERA)Loans for Ukraine, amounting
to USD 50 billion, to begin disbursing before the end of
2024. The financing will be serviced by “future flows of
extraordinary revenues stemming from the immobilization of
Russian sovereign assets held in the European Union and other
relevant jurisdictions”. The biggest share of ERA Loans are
due to originate from the EU, where the large majority of
immobilised Russian assets are held. As a follow-up, the
European Commission made two proposals.

1. The exceptional macro-financial assistance (MFA) loan
of up to EUR 35 billion (~USD 38 billion) to cover the EU

contribution to the ERA Initiative. Policy conditions should
be consistent with those contained in the Ukraine Plan.

2. The Ukraine Loan Cooperation Mechanism, to be
funded by revenue from immobilised Russian assets and
disbursed to Ukraine to help in repaying the MFA and
eligible bilateral loans from G7 (and possibly other)
countries. An agreement between the Commission and
Ukraine for the disbursement of the financial support by the
Mechanism is to be concluded. The “waterfall” system that
enables Ukraine to bear no financing burden from ERAloans
(and thus exclusion from debt sustainability assessments)
hinges on the continued immobilisation of Russian assets or,
in case of future reparations or settlement of war damages

by Russia, Ukraine would be expected to use such resources
forrepaying the ERA loans.

The revision to take account of a longer war
as a baseline scenario in the 5th review has
negative implications for a wide range of
variables, in particular in form of a
worsening fiscal outlook. As aresult, thefiscal
deficit is expected to reach 20% in 2025, revised
up by almost 10 p.p. compared to the 4th
review in June. The 2025 deficit is expected to
be financed mainly through external financial
support, in particular the Extraordinary
Revenue Acceleration (ERA) loans committed
by the G7. Being neutralised through the non-
repayable financing provided through the
Ukraine Loan Cooperation Mechanism, ERA
loans will increase publicdebt levels, offsetting
the impact of commercial bond restructuring
undertaken this summer (see below), while
substantially improving the gross financing
needs outlook.

To deliver fiscal and debt sustainability, the
EFF programme relies heavily on revenue-
based fiscal adjustment to deliver the 0.5-
1.5% primary budget surplus commitment
for the post-war period. Despite the possible
reduction of the deficit in the post-war time,
due to changing expenditure needs, robust
government revenue growth, primarily
through taxes, is needed to achieve the target
and bring debt on a sustainable trajectory. In

this respect, reforms oriented to domestic revenue mobilisation included in the National Revenue Strategy
(SB-20 condition, adopted in December 2023) are crucial. The State Customs Service reform legislation was
adopted on time, in line with the respective EFF programme condition (SB-36). The Ukraine Plan also
includes two conditions that are stepping stones for future reforms in this area: the adoption of plans for
digitalisation of the State TaxService (Q2 2024) and State Customs Service (Q4 2024), respectively.’

5

For an analysis of the Ukraine Plan conditions, see Rakic, D.and Hanina, K. (2024). “Ukraine Plan conditionality: Whatis expected and how does
it compare with similar programmes?”, In-depth analysis, Economic Governance and EMU Scrutiny Unit, European Parliament.
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Figure 9: Evolution of general governmentrevenue and expenditure, nominal, 2021=100
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Debt dynamics and restructuring

Figure 10: Ukraine's public debt by creditor sector, 2019-2023 %
of GDP
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Following the start of the Russian
aggression in 2022, Ukraine’s
public debt has changed
dramatically, both in scale and in
composition. At 82% in 2023, the
debt-to-GDP ratio has increased by
more than 30 percentage points in
just two years (Figure 10), and it is
forecasted by the IMF torise furtherto
above 107% in 2026 (above 130% in
the downside scenario). On the back
of strong GDP growth and fiscal
adjustment, the IMF expects public
debt to then stabilise in the post-
programme period, falling to below
75% in 2033 in the baseline scenario.
In the downside scenario, public debt
would be dramatically higher,
exceeding 134% in 2027 and still
higher than 110%in 2033. In terms of
composition, with large inflows

throughloans from international partners since the start of the war, external official debt (principally from
the EU and theIMF) now plays a predominantrolein the country’s publicdebt structure (Figure 10).

PE 760.264 13



IPOL | Economic Governance and EMU Scrutiny Unit

Ukraine is currently experiencing high debt servicing costs, estimated to exceed a quarter of total
government revenue in 2025. In the IMF’s baseline scenario, with thewar windingdown by the last quarter
of 2025 and subsequent gradual normalisation of economicactivity, GDPis expected to growat a healthy
rate,and along with it government revenues.However, the debtservicing burden is still expected to exceed
13%-relative to government revenue attheend of the EFF programme in 2027 (Figure 11). This stems mostly
from domestic debt servicing and repayments of IMF loans. Another feature of Ukraine’s publicdebt is that
itis overwhelmingly foreign currency-denominated (EUR, USD and SDR), creating an exchange raterisk and
putting a particular focus on the managed floating exchange rate regime and future transition to a full
floating regime.

Figure 11: Ukraine’s debt servicing costs by creditor sector, 2025-2033, % of total government
revenue
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Source: Own elaboration based on Ministry of Finance of Ukraine, IMF.

The debt sustainability analysis (DSA) conducted by the IMF as part of the 5th review concluded that
debt is sustainable on a forward-looking basis. Debt sustainability hinges on three elements: i) fiscal
adjustment, ii) concessional financing by donors;andiii) debt restructuring (by both officialand commercial
creditors). The DSA targetsinclude public debt-GDP ratios of 82%in 2028 and 65% in 2033, gross financing
needs-GDP ratio of 8% on average in the post-programme period (2028-2033) and annual debt service flow
relief on external obligations of 1-1.8% per year.

The IMF assesses medium-term risks to debt sustainability as high. This assessment is based on two
indices: the debt fanchart index (DFIl) and the gross financing needs financeability index (GFI). Both indices
suggest high risk in the medium term. The DFl indicates very high uncertainty around the debt trajectory
and the GFI suggests high liquidity risks compared with countries in comparable situations. Due to
exceptionally high uncertainty, long-term risks are also high but mitigated by the fiscal adjustment
committed to by the Ukrainian authorities.
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Ukraine Security Supplemental Appropriations Act (USSAA): grantor loan?

In April 2024, the US enacted the Ukraine Security Supplemental Appropriations Act (USSAA). The Act provides
Ukraine USD 7.8 billion of budget support through the World Bank’s PEACE project, which accepts funds in the
form of grants. As a result, Ukrainian authorities record these as grants.

Asinstructed by the Act, the US President reached a repayment arrangement with the government of Ukraine that
includes repayment modalities. No repayment is envisaged for 40 years and the US President has the authority
to cancel repaymentsaltogether. Up to one half can be cancelled atany time after 15 November 2024, and any
remaining amounts after 15 January 2026.

Currently, the supportis considered a contingent liability that may materialise if the repayments are not cancelled.
Since there are no repayments foreseen for 40 years, there is no impact on debt service in the medium tem but
the impact on the debt level might be significant: public debt-to-GDP wouldrise by about 5 p.p.in 2024, before
falling to3 p.p.by 2033.

Source: IMF 4th review, Annex Ill, Box1.

Figure 12: Contributions to change in publicdebt, baseline forecast, % of GDP
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Source: Own elaboration based on IMF, 5th EFF review.

Official and commercial debtrestructuring

Overall, USD 10.8 billion debt relief is currently foreseen for the programme period (until 2027Q1).
Ukraine has published its last Medium-Term Debt Management Strategy (2024-2026) in October 2023,
fulfilling one of the EFF programme conditions. The Ukraine Plan now requires Ukraine to adopt the next
strategy (2026-2028) by the end of 2025.
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Among official creditors, the Group of Creditors of Ukraine® agreed on a two-step approach to debt
restructuring as part of the EFF approval in March 2023.First, the temporary standstill decided in 2022
is extended for the duration of the IMF programme (until March 2027). Second, they committed to an
additional debt treatment to restore Ukraine’s debt sustainability before the final review under the IMF
programme.

The debt restructuring agreement with
commercial creditors came in August 2024,
leading to significant debt relief. At the
expiry of the temporary standstill, the
completion of a debt restructuring operation
was announced, covering  sovereign

4 Eurobonds  and sovereign-guaranteed
— - Eurobonds issued by Ukravtodor, with in total

3 i USD 20.4 billion of outstanding amount of
principal (USD 24 billion with accrued interest).

- H u Existing series were exchanged for8 new series

Figure 13: Ukraine’s Eurobond debt service, before
and after restructuring, USD billion

6
® Post-restructuring

5 OPre-restructuring

worth USD 15.2 billion (reduction of USD 8.8
billion in debt stock, a 37% nominal haircut).”

o L b I . In terms of debt flow, the restructuring is
2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 expected tolead to asaving of USD 12.4 billion
Source:IMF, 5th EFF review, Annex Il,Box |,based on Ministry ofFinance ~ gyer the next three years.® See Figure 13 for an
of Ukraine, Rothschild and IMF staff calculations. overview of debt service costs before and after

the August Eurobondexchange.

The next step in Ukraine’s commercial debt restructuring efforts relates to a type of sovereign
derivative, the so-called GDP-linked warrants that were issued as part of a previous restructuring in

2015.The nominal value of these warrants is USD 3.2 billion, but this is practically irrelevant as they do not
entail a specific value at the repaymentdate. Annual payouts (with a two-year lag), however, areindexed to
Ukraine’s real GDP growth rates from2019to 2039. The calculation of the annual payouts is as follows*:

¢ No paymentifreal GDP growth is <3% or Ukraine’s nominal GDP s less than USD 125.4 billion;
o GDP growth between 3% and 4%: payment of 15% of the real GDP growth from 3% to 4%;
o GDP growth >4%: 40% of the GDP growth exceeding 4%, in addition to previous point.

Payments are capped at 1% of GDP (2021-2024) and at 0.5% (2025). Beyond that, the payment amounts are
uncapped, creating a large contingent liability. Ukraine hasthe right to repurchase the GDP warrantsat face
value between 2024 and 2027. In August 2024, Ukraine's Cabinet of Ministers decided to temporarily
suspend payments under GDP warrants from 31 May 2025, until the restructuring of these instruments is
completed.

Includes six members of the G7 and Paris Club: Canada, France, Germany, Japan, UKand US.

Thefirst part of Eurobonds (USD 9.7 billion) will start with interest payments immediately, at 1.75%, and then progressively increase to 4.5%
from August 2025, to 6% from February 2027, and to 7.75% from August 2033. The second part (USD 5.5 billion) entail no interest payments
until February 2027, then 3%, and 7.75% from August 2033. Two of these new bond series also include have a potential principal increase clause
(capped at USD 2.9 billion) if Ukraine’s 2028 GDP exceeds the IMF's forecast by 3%.

See details in presentation by Yuriy Butsa, Ukrainian Government Commissioner for Public Debt Management, 17 September 2024.

Source: Ukraine’s Medium-Term State Debt Management Strategy for 2024 - 2026.

16 PE760.264


https://www.londonstockexchange.com/news-article/PYP2/settlement-announcement/16647706
https://mof.gov.ua/en/ozdp
https://mof.gov.ua/en/news/ukraine_completes_the_restructuring_of_usd_205_billion_sovereign_and_sovereign-guaranteed_eurobonds-4772
https://www.kmu.gov.ua/npas/pro-vnesennia-zmin-do-postanovy-kabinetu-s977270824
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&cad=rja&uact=8&ved=2ahUKEwiNnJrJpZCJAxWAnf0HHaEuC5IQFnoECBUQAQ&url=https%3A%2F%2Fmof.gov.ua%2Fen%2Fdownload%2Fpage%2F5006&usg=AOvVaw073nv9zt5_d_dITetFCFod&opi=89978449
https://mof.gov.ua/storage/files/MTDS_2024-26_EN__v30102023.pdf

IMF Lending to Ukraine: State of Play and the Road Ahead

Looking ahead

The medium-term outlook is bound to be continually dominated by exceptionally high uncertainty,
where the risks to both the IMF’s baseline and downside scenarios remain exceptionally high. The 5th
review outlined five most pertinent risks: i) length and intensity of the war, ii) energy supply, iii) durability of
international support, iv) reform fatigue, v) limited scope in programme design for absorbing additional shocks.
Thefirst two are related and self-evident, as a more prolonged war (beyondthe revised assumptions in the
5th review) and further attacks on the energy infrastructure will imply a deterioration of the economic
outlook and higher obstacles to achieving programme objectives.

The short-term financing gap was closed with the recent commercial debt restructuring operation
and the G7 decision to launch ERA loans. However, the scenario in which internationalfinancial support
falters could lead to substantial economic and social consequences for Ukraine, with the likelihood of social
spending cuts or domestic debt defaults.

Unlike the first three risks, theimplementation of the reform agenda is firmly within the influence of
domestic authorities. Ukraine has so far been highly successful in fulfilling conditionality not only under
the EFF programme but also several EU MFA packages, the Ukraine Plan and the EU accession process, at
the same time. Nevertheless, the implementation of such a highly ambitious and multi-layered reform
agenda over a sustained period of time is challenging in any context, let alone in times of war. Reform fatigue
was thus flagged as a risk that might hinder the continued successful implementation of the policy
adjustment and deep structural reforms overthe coming years.

Finally, the scope to absorb of an additional large shock from the programme design perspective is
very limited. The fiscal outlook already deteriorated significantly with therecognitionin the 5th review that
the war will last longer that previously assumed. While safeguards were put in place to ensure Ukraine’s
capacity to repay the Fund, further prolongations to the expected duration of the war would make the
fulfilment of core objectives of the EFF programme, i.e. restoringfiscal and debt sustainability and achieving
external viability by the end of the programme, very challenging.

Despite these important risks, strong reasons for optimism can be derived from Ukraine’s resilience
and performance under severe conditions so far, from the continuing support of international
partners, and from the adaptability of the IMF in face of exceptional uncertainty. Under the EFF
programme, five reviews have been concluded successfully. Two more reviews have been added for 2025,
moving from a semi-annual to quarterly frequency in that year, as it was the case in 2023 and 2024, and
bringing the total number of reviews to 13. The authorities have committed to a deep structural reform
agenda, also in view of enhancing the prospects of EU accession, and several important structural reform
conditions are duein the upcoming reviews (see Table on EFF conditions in Annexfor the listandevolution
through thereviews).
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Annexes

1) Overview of methodology to assess depth of structural conditions

Depth of the structural conditions is assessed based on the methodology developed by the Independent
Evaluation Office (IEO) of the IMF andimplies three levels of complexity - low, mediumand highdepth. More
detailed overview and examples of conditions for each level of complexity are presentedin the 2007 IEO
Evaluation Report of Conditionality and IMF 2018 Review of Program Design and Conditionality:

High depth. Reforms by themselves, would bring about long-lasting changes in the institutional
environment. Most of the conditions in this category entail legislative changes (e.g., approval,
adoption, or enactment of legislation by a parliament). This category also includes conditions
requiring that certain fiduciary measures be takenon a regular and/or permanentbasis, even when
legislation is not needed (often these measures are implemented through regulation). Examples of
such measuresare similar in substance toconditions with limited SD, but are expected to have more
lasting effects. This category also includes conditions with long-lasting structural impact - e.g.,
implementing a civil service reform SOE reforms or privatization - that may be grounded in pre-
existing legislation but that probably could not be undone without new legislation.

Medium depth. Reforms that lead to a significant change but are one-off in nature (e.g., budget
approval or one-time change in tariff rates as compared to a permanent change such as
institutionalizing an automatic tariff adjustment mechanism). These conditions are expected to
have an immediate and possibly significant effect, but that would need to be followed by other
measures in order for this effect to be lasting. It encompasses conditions of two main types: those
requiring one-off fiduciary measures, and quasi-macro quantitative conditionality. Examples of the
former include the publication, by a given date, of the federal budget or the accounts of public
enterprises, or the preparation of specific audits. Examples of quasi-macro quantitative
conditionality include changes in controlled prices, limits on the growth of the wage bill, or the
reduction of arrears of certain publicenterprises.

Low depth. Reforms thatin themselves do not bring aboutchange butare steps towardsa change.
They may serve as stepping stones for significant reforms. Examples include the preparation or
announcementof plans, strategies, or legislation.
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2) Table on IMF’s EFF: conditions and reviews

PA-1

PA-2

PA-3

SB-1

SB-2

SB-3

SB-4

SB-5

SB-6

SB-7

QPCA1

QPC-2

QPGC3

CPC-1

CPC-2

Approval of the EFF (SDR 2,011.83 million)

Appointment of the National Anti-Corruption Bureau of Ukraine (NABU) Head following an open, credible,
and transparent process consistent with the law.

The Cabinet of Ministers of Ukraine (CMU) to approve a second supplementary budget, and submit it to
Parliament.

The CMU to adopt a decision tasking the Ministry of Finance (MoF) to start the preparation of the National
Revenue Strategy (NRS) (2024-2030).

1st review (SDR 663.90 million)

Enact the second supplementary Budget 2023.

Submit to Parliament a draft law to restore and strengthen Article 52 of the Budget Code to minimize ad
hoc amendments to the budget law.

Prepare an action plan, including to address the weaknesses identified in taxpayers’ perception survey, as
an input into National Revenue Strategy roadmap.

Submit to Parliament a draft law which will re-instate articles of Budget Code that establish limitson
issuance of public guarantee with clear criteria for such provision (including for priority sectors).

Enact amendments to the Budget Code and related regulatory framework to enhance transparency and
accountability of the special accounts and consolidate them within general government as a special fund of
the State Budget

Adopt the draft law on tax policy and administration prepared under the PMB.

Prepare a conditions-based strategy to move to amore flexible exchange rate, ease FX controls and
transition to inflation targeting.

Floor on the non-defense cash primary balance of the general government, excluding budget support
grants

UAH 258,352 million

Floor on net international reserves

USD 15,500 million

Floor on tax revenues (excluding Social Security Contributions)

UAH 451,700 million

Ceiling on non-accumulation of new external debt payments arrears by the general government
UAH O

Ceiling on publicly guaranteed debt
UAH 20,000 million
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31 Mar 2023

Prior action
Prior action

Prior action

15 Jun 2023

End-April 2023
End-May 2023
End-May 2023

End-May 2023

End-May 2023

Erd-June2023
End-July 2023

End-June 2023

April 2023

April 2023
April 2023

April 2023
April 2023

APPROVED
Governance/Anti- v MET
corruption link

. v MET
Fiscal .
link
. v MET
Fiscal .
link
APPROVED
. v MET
Fiscal )
link
. v MET
Fiscal )
link
Fiscal v MET
Fiscal v MET
link
Fiscal v MET
link
Fiscal => POSTPONED

Monetary and
Exchange rate

v MET
link

v MET
UAH 353,024 million

v MET

USD 23,762 million
v MET

UAH 472,689 million
v MET
UAH 0

v MET
UAH 0


https://www.kmu.gov.ua/en/news/uriad-pryznachyv-dyrektora-natsionalnoho-antykoruptsiinoho-biuro
https://itd.rada.gov.ua/billInfo/Bills/Card/41542
https://finclub.net/news/minfin-rozrobyt-natsionalnu-stratehiiu-dokhodiv-do-2030-roku.html
https://zakon.rada.gov.ua/laws/show/2710-20#Text
https://itd.rada.gov.ua/billInfo/Bills/Card/42024
https://itd.rada.gov.ua/billInfo/Bills/Card/42024
https://zakon.rada.gov.ua/laws/show/3035-20#Text
https://bank.gov.ua/en/news/all/zatverdjeno-strategiyu-pomyakshennya-valyutnih-obmejen-perehodu-do-bilshoyi-gnuchkosti-obminnogo-kursu-i-povernennya-do-inflyatsiynogo-targetuvannya
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IT-1

IT-2

IT-3

-4

SB-6

SB-8

SB-9

SB-10

SB-11

SB-12

SB-13

SB-14

Floor on the overall cash balance of the general government, excluding budget support
grants
UAH -356,500 million

Ceiling on general government borrowing from the National Bank of Ukraine (NBU)
UAH -2,551 million

Ceiling on general government arrears

UAH 6,000 million

Floor on social spending
UAH 187,000 million

2nd review (SDR 663.90 million)

Postponed from 1st review: Adopt the draft law on tax policy and administration prepared under the PMB.

Transfer the Gas Transmission System Operator (GTSO) shareholding directly to the Ministry of Energy and
adopt the new charter.

Enact the law to restore asset declaration of public officials not directly involved in the mobilization and war
efforts and reinstating the National Agency for Corruption Prevention (NACP)'s function to examine and
verify them.

Added (1st review): Enact the articles of the Budget Code that allow preparation of the medium-term
budget framework, elaboration of the debt strategy, and ringfencing risks from guarantees.

Present in the 2024 budget declaration projections for major revenue and spending categoriesand sources
of deficit financing for 2025-2026, and a fiscal risks statement including details on energy and critical
infrastructure State-Owned Enterprises (SOEs).

Added (1st review): Develop a concept note on the 5-7-9 program with proposals to target small and
medium enterprises by phasing out the eligibility of large companies, enhance monitoring, and maintain
adequate safeguards

Amend the AML/CFT Law to re-establish enhanced due diligence measures on politically exposed persons
consistent with the risk based approach consistent with the Financial Action Task Force (FATF) standards.

Strengthen bank governance and oversight by: (i) separating the related-parties-unit from banking
supervision; (i) implementing “supervisory panels” as a consulting body to the Supervisory Committee; and
(iii) resume scheduled inspections for both banking and non-banking institutions, while ensuring NBU
discretion on mattersrelated to staff safety.
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April 2023

April 2023

April 2023

April 2023

13 Oct 2023

End-Junre2023
End-July 2023

End-July 2023

End-July 2023

End-September
2023

End-September
2023

End-September
2023

End-March 2024

End-September
2023

End-September
2023

X NOT MET
UAH -364,580
million
(higher-than-
expected defence-
related spending)

v MET
UAH -2,551 million
v MET
UAH 1,757 million
X NOT MET

UAH 182,321 million

(method. changes)

APPROVED
MET WITH
Fiscal DELAY
link
Energy/Corporate %‘é[x\cTH
overnance
> link, link
Governance/Anti- MET WITH
corruption DELAY
P link, link
i v MET
Fiscal :
link
i v MET
Fiscal .
link
Fiscal - POSTPONED
Governance/Anti- MET WITH
i DELAY
corruption .
link
i i v MET
Financial sector ) :
link, link
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https://itd.rada.gov.ua/billInfo/Bills/Card/42994
https://zakon.rada.gov.ua/laws/show/828-2023-%D1%80#Text
https://tsoua.com/wp-content/uploads/2023/10/Statut-OGTSU.pdf
https://zakon.rada.gov.ua/laws/show/3384-IX#Text
https://nazk.gov.ua/en/news/the-nacp-opens-public-access-to-the-register-of-declarations/
https://zakon.rada.gov.ua/laws/show/3278-20#Text
https://itd.rada.gov.ua/billInfo/Bills/Card/42796
https://zakon.rada.gov.ua/laws/show/3419-IX#Text
https://bank.gov.ua/ua/news/all/natsionalniy-bank-posilyuye-naglyad-za-finansovim-rinkom
https://bank.gov.ua/ua/news/all/ponovlyuyetsya-zdiysnennya-planovih-viyiznih-perevirok-bankiv-ta-nebankivskih-ustanov-u-sferi-finansovogo-monitoringu-sanktsiynogo-zakonodavstva-ta-valyutnogo-naglyadu
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SB-15

SB-16

SB-17

SB-18

QPC-1

QPC-2

QPGC3

QPC-4

CPCA1

IT-1

IT-2

IT-3

-4

QPC-1

QPC-2

QPC3

Added (1st review): Ministry of Finance, with State Tax Service (STS) and State Customs Service (SCS), to
prepare action plans including short-term and medium-term measures covering key reform areas identified
by the upcoming diagnostic, that would feed into broader National Revenue Strategy (NRS).

Update and publish the Medium-Term Debt Management Strategy to align it with the program objectives.

Simplify the asset declaration system through linking with other databases and registers consistent with
the public officials’ legal obligations to make truthful and timely submissions.

Added (1st review): Select and appoint a supervisory board for the GTSO

Floor on the non-defense cash primary balance of the general government, excluding budget support
grants

UAH-318,502-mitliern UAH 213,000 million (1st review)

Floor on net international reserves

YSB15.500-mitien YSB16,500-mitienttstreviewy USD 16,437 million (2nd review)

Floor on tax revenues (excluding Social Security Contributions)

UAH 696,400 million

Change from CPC to QPC (1st review): Ceiling on publicly guaranteed debt

UAH-37000-miltien UAH 48,917 million (2nd review)

Ceiling on non-accumulation of new external debt payments arrears by the general government
UAHO

Floor on the overall cash balance of the general government, excluding budget support grants
UAH-638300-milien UAH -730,000 million (1st review)

Ceiling on general government borrowing from the NBU

UAH -2,573 million

Ceiling on general government arrears

UAH 4,500 million

Floor on social spending

UAH 258,100 million

Floor on the non-defense cash primary balance of the general government, excluding
budget support grants

UAH-337998-millier UAH 242,900 million (1st review)

Floor on net international reserves

YSB15500-mitien YSB16,500-mitienttstreviewy USD 14,525 million (2nd review)

Floor on tax revenues (excluding Social Security Contributions)
UAH 1,094,700 million
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End-October
2023

End-September
2023

End-October
2023

End-October
2023

End-October
2023

June 2023

June 2023
June 2023
June 2023

June 2023

June 2023

June 2023
June 2023

June 2023

September 2023
September 2023

September 2023

Fiscal

Fiscal

Governance/Anti-
corruption

Energy/
Corporate
Governance

v MET
link

v MET
link

v MET
link

v MET
link

v MET
UAH 278,872 million

v MET
USD 26,284 million
v MET
UAH 747,986 million
v MET
UAH 17,731 million
v MET
UAH 0
v MET
UAH -660,336
million
v MET
UAH -2,573 million
v MET
UAH 1,620 million
v MET
UAH 276,051 million

v MET
UAH 404,895 million

v MET
USD 28,138 million
v MET
UAH 1,187,653
million


https://tax.gov.ua/media-tsentr/novini/723502.html
https://mof.gov.ua/en/osnovna-informacija
https://zakon.rada.gov.ua/laws/show/3384-IX#Text
https://me.gov.ua/News/Detail?lang=uk-UA&id=9cd693b3-040d-454e-aa68-a170ff031942&title=UriadZatverdivChleniv
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QPC+4

CPCA

IT-1

IT-2

IT-3

-4

SB-19

SB-20

SB-21

SB-22

SB-30

QPC-1

QPC2

QPC3

Added (1st review): Ceiling on publicly guaranteed debt

UAH37,000-mitien UAH 48,917 million (2nd review)

Ceiling on non-accumulation of new external debt payments arrears by the general government
UAH 0

Floor on the overall cash balance of the general government, excluding budget support grants
UAH-1-046,000-mitHen UAH -1,141,100 million (1st review)

Ceiling on general government borrowing from the NBU
UAH -1,153 million

Ceiling on general government arrears

UAH 3,000 million

Floor on social spending

UAH372,600-milliern UAH 359,600 million (1st review)

3rd review (SDR 663.90 million)

Review the current public investment management (PIM) procedures and develop a roadmap of measures
so that: (i) all public investment projects follow unified PIM approaches, including public-private
partnerships (PPPs); (ii) investment projects are selected on a competitive basis, with transparent selection
criteria, and consistent with the medium-term budget framework; (iii) stronger powers are provided to MoF,
including a clear gatekeeping role during the different stages of the investment project cycle.

Adopt National Revenue Strategy by the end of 2023.

Adopt legislation to enhance the institutional autonomy of the SAPO, specifically, on the selection
procedures, capacity to regulate organizational activities,and mechanisms for discipline and accountability.

Added (2nd review): Based on findings of the revenue working group, prepare short-term revenue
measures (tax and non-tax) with yields of at least 0.5 percent of GDP ready to be included in budget 2024.

Added (2nd review, modified 3rd review): All systemic banks with majority state ownership will fall under
the responsibility of the MOF, and any nonsystemic banks that come under state ownership will not be
recapitalized using fiscal resourcesand will be transferred to the DGF for resolution upon breach of
prudential requirements.

Floor on the non-defense cash primary balance of the general government, excluding budget support
grants

UAH96.237mitlien UAH 105,000 million (2nd review)

Floor on net international reserves

Y5D15.500-mition USE1-6-500-mitlen-dstreview) JSB24000-millen-2adrevievd USD 21,629 million

(3rdreview)

Floor on tax revenues (excluding Social Security Contributions)
UAH-1679-170-miltienr UAH 1,653,992 million (2nd review)
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September 2023

September 2023

September 2023

September 2023
September 2023

September 2023

29 Feb 2024

End-December
2023

End-December
2023

End-December
2023

End-February
2024

Continuous

December 2023

December 2023

December 2023

v MET
UAH 19,571 million
v MET
UAH 0
v MET
UAH -1,027,513
million
v MET
UAH -1,153 million
v MET
UAH 1,690 million
v MET
UAH 402,556 million

APPROVED
. v MET
Fiscal .
link
. v MET
Fiscal .
link
Governance/Anti- v MET
corruption link
Fiscal v MET
link
Financial sector v MET
v MET

UAH 380,542 million
v MET
USD 28,244 million

X NOT MET
UAH 1,650,424
million
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https://www.mof.gov.ua/storage/files/%D0%94%D0%BE%D1%80%D0%BE%D0%B6%D0%BD%D1%8F_%D0%BA%D0%B0%D1%80%D1%82%D0%B0_%D0%A3%D0%9F%D0%86.pdf
https://www.kmu.gov.ua/en/news/uriad-zatverdyv-natsionalnu-stratehiiu-dokhodiv-20242030
https://zakon.rada.gov.ua/laws/show/3509-IX#Text
https://interfax.com.ua/news/economic/971375.html
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QPC4

CPC-1

IT-1

IT-2

IT-3

IT-4

SB-12

SB-30

SB-32

QPCA1

QPC2

QPG3

QPC+4

CPCA1

IT-1

Added (1st review): Ceiling on publicly guaranteed debt

YAH37.000-mitien UAH 57,538 miillion (3rdreview)

Ceiling on non-accumulation of new external debt payments arrears by the general government
UAHO

Floor on the overall cash balance of the general government, excluding budget support grants
UAH-1708700-mitlien UAH-1674500-milliendstreview) UAH -1,744,668 million (2nd review)

Ceiling on general government borrowing from the NBU
UAH-704-miltien UAH 48,592 million (3rdreview)
Ceiling on general government arrears
UAH1600-miHier UAH 2,000 million (2nd review)
Floor on social spending

UAH 499,600 million

4th review (SDR 1,669.82 million)

Postponed from 2nd review: Develop a concept note on the 5-7-9 program with proposals to target small
and medium enterprises by phasing out the eligibility of large companies, enhance monitoring, and
maintain adequate safeguards

Added (2nd review, modified 3rd review): All systemic banks with majority state ownership will fall under
the responsibility of the MOF, and any nonsystemic banks that come under state ownership will not be
recapitalized using fiscal resourcesand will be transferred to the DGF for resolution upon breach of
prudential requirements.

Added (2nd review): Enact amendments to the procedural code to rationalize matters or issues to be heard
at the first instance by one anti-corruption judge or by a panel of three anti-corruption judges.

Added (1st review): Floor on the non-defense cash primary balance of the general government, excluding
budget support grants

UAH106,000-miltien UAHH40- 21 5-mithen2rd+eviewd UAH 135,000 million (3rdreview)

Added (1st review): Floor on net international reserves

HSb16.500-mitionUSD 25 400 mitien2ndrevievn USD 28400 millien{3rerevievsy USD 28,266 million

(4th review)

Added (1st review): Floor on tax revenues (excluding Social Security Contributions)
UAH-420,000-miltien UAH 426,300 million (2nd review)

Added (1st review): Ceiling on publicly guaranteed debt

YAH-46,000-mitHen YAH47900-miltien2rdreview) UAH 53,779 million (4th review)

Ceiling on non-accumulation of new external debt payments arrears by the general government
UAH 0

Added (1st review): Floor on the overall cash balance of the general government, excluding budget support
grants

PE 760.264 23

December 2023

December 2023

December 2023

December 2023
December 2023

December 2023

15 Jun 2024

End-March 2024

Continuous

Erd-Marech—2024
End-April 2024

March 2024

March 2024

March 2024
March 2024
March 2024

March 2024

(low customs
revenues due to
border blockages)
v MET
USD 40,258 million
v MET
UAH 0
v MET
UAH -1,717,172
million
v MET
UAH -731 million
v MET
UAH 1,556 million
v MET
UAH 551,083 million

APPROVED
. v MET
Fiscal .
link
Financial sector v MET
. MET WITH
Governe?nce/Antl— DELAY
corruption "
link
v MET

UAH 241,901 million

v MET
USD 31,408 million

v MET
UAH 507,992 million

v MET
UAH 5,879 million

v MET
UAH 0

v MET


https://zakon.rada.gov.ua/laws/show/1403-2023-%D0%BF#n2
https://zakon.rada.gov.ua/laws/show/3655-IX#Text

IPOL | Economic Governance and EMU Scrutiny Unit

IT-2

IT-3

IT-4

PA-4

SB-23

SB-25

SB-28

SB-29

SB-30

SB-33

SB-36

UAH-354,000-miltien UAH -344,485 (2nd review)

Added (1st review): Ceiling on general government borrowing from the NBU
UAH -9,500 million

Added (1st review): Ceiling on general government arrears
UAH1600-mitier UAH 2,000 million (2nd review)

Added (1st review): Floor on social spending
YUAH172,000-miHier UAH 130,000 million (2nd review)

5th review (SDR 834.88 million)

Appoint the independent auditors to assess the effectiveness of the National Anti-Corruption Bureau of
Ukraine to investigate corruption, as provided initslaw.

Added (2nd review): Adopt a new law on the ESBU that has a clear mandate and scope for investigative
powers consistent with good practice by focusing on major economic crimes; establishing legal basis for
operation of the ESBU in terms of the selection of management and staff. The law will respect the existing

delineation between the investigative powers of the ESBU and the National Anti-corruption Bureau of
Ukraine (NABU).

Added (2nd review, modified in 4th review): Develop a methodology to assess the effectiveness of tax
privileges, including their cost to the budget, in order to have a unified reform approach

Added (2nd review): Identify major public companies severely affected by the war and prepare areview of
potential fiscal and quasi-fiscal costs.

Added (2nd review): Based on the outcomes of a roadmap on development of publicinvestment
managment procedures, adopt a government decree with an action plan and timeline that provides clear
linkages between Medium-Term Budget Framework (MTBF) and capital expenditures, including
reconstruction priorities, and specifying the gatekeeper role of the Ministry of Finance.

Added (2nd review, modified 3rd review): All systemic banks with majority state ownership will fall under
the responsibility of the MOF, and any nonsystemic banks that come under state ownership will not be
recapitalized using fiscal resourcesand will be transferred to the DGF for resolution upon breach of
prudential requirements.

Added (2nd review): Complete an external audit of the National Anti-Corruption Bureau of Ukraine’s
effectiveness with participation of three independent experts with international experience and publish its
report.

Added (4th review): Adopt amendments to the Customs Code (consistent with 27 of the MEFP), in line with
international best practice.

“The timing of this SB corresponds to the 7th review, however it was met and evaluated ahead of the deadline.

" The timing of this SB corresponds to the 6th review, however it was met and evaluated ahead of the deadline.

24

UAH -211,020
million
X NOT MET
March 2024 UAH 9,392 mflllo.n
(tech. fluctuation in
accounts payable)

v MET
March 2024 UAH 1,514 million

v MET
March 2024 UAH 142,139 million

1 Sep 2024 APPROVED
Prior action Govern:.mce/Ann- / MET
corruption
End-June 2024 Fiscal v MET
End-July2024
End-September Fiscal v MET
2024
End-September .
2024 Fiscal v MET
End-December .
202410 Fiscal v MET
Continuous Financial sector v MET
End-September
2024 Governance/Anti-
. => POSTPONED

End-February corruption
2025
End-October .
202411 Fiscal v MET

PE 760.264



IMF Lending to Ukraine: State of Play and the Road Ahead

QPC-1

QPC-2

QPC3

QPC+4

CPCA

IT-1

IT-2

IT-3

-4

SB-27

SB-30

SB-31

SB-35

SB-38

QPCA1

Added (1st review): Floor on the non-defense cash primary balance of the general government, excluding
budget support grants
YAH150,000-mitHien BAH257184-mitHen2rd+eviews UAH 250,000 million (3rdreview)
Added (1st review): Floor on net international reserves

SD_16.500 million USD-25 300 million (2 . SD26 200 million 3 jewd USD_25 300 million (4t}
reviewy) USD 25,267 million (5th review)

Added (1st review): Floor on tax revenues (excluding Social Security Contributions)
UAH-835,000-millien UAH 880,400 million (2nd review)

Added (1st review): Ceiling on publicly guaranteed debt

UAH-46,000-mitien UAH 47,900 million (2nd review) UAH 53,779 million (5th review)

Ceiling on non-accumulation of new external debt payments arrears by the general government
UAH O

Added (1st review): Floor on the overall cash balance of the general government, excluding budget support
grants

UAH-750.000-mitien UAH -725,996 million (2nd review)

Added (1st review): Ceiling on general government borrowing from the NBU

UAH -2,884 million

Added (1st review): Ceiling on general government arrears

UAH-1600-mitlien UAH 2,000 million (2nd review)

Added (1st review): Floor on social spending

UAH270,000-millier UAH 262,500 million (2nd review)

6th review (SDR 834.88 million)

Added (2nd review): With the help of IMF technical assistance, produce a diagnostic review of pre-war MTBF
policiesand practices relative to best practices to identify key weaknesses and work towards strengthening
strategic budgeting, leveraging bottom-up public financial management processes to capture more
detailed spending needs and costing of new public services.

Added (2nd review, modified 3rd review): All systemic banks with majority state ownership will fall under
the responsibility of the MOF, and any nonsystemic banks that come under state ownership will not be
recapitalized using fiscal resourcesand will be transferred to the DGF for resolution upon breach of
prudential requirements.

Added (2nd review, modified 4th review), Postponed from 5th review: Analyze the debts and assess
financial conditions of District Heating Companies (DHCs) through a desk review by a reputable audit firm,
including by separating arrears until and after February 2022.

Added (2nd review), Postponed from 5th review: Produce a State-Owned Enterprise (SOE) state ownership
policy, dividend policy and privatization strategy.

Added (5th review):NBU to assess key financial and operational risks to financial stability under various
downside scenarios and to prepare contingency plans.

Added (2nd review): Floor on the non-defense cash primary balance of the general government, excluding
budget support grants
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June 2024

June 2024

June 2024

June 2024

June 2024

June 2024

June 2024
June 2024

June 2024

1 Dec 2024

End-October
2024

Continuous

End-June 2024
End-October
2024
End-August—2024
End-October
2024
End-October
2024

September 2024

v MET
UAH 466,499 million

v MET
USD 25,792 million

v MET
UAH 1,001,994
million
v MET
UAH 7,071 million

v MET
UAH 0

v MET
UAH -555,702
million
v MET
UAH -3,079 million

v MET
UAH 1,654 million

v MET
UAH 291,447 million

Fiscal

Financial sector

Energy

SOE corporate
governance

Financial sector
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QPC2

QPC3

QPC4

CPCA1

IT-1

IT-2

IT-3

IT-4

SB-24

SB-26

SB-30

SB-33

SB-34

SB-37

SB-39

UAH 368,313 million

Added (2nd review): Floor on net international reserves

YUsb25.400 mitlien YSB27900-milien3+d+reviews USD 28,800 million (4th review)

Added (2nd review): Floor on tax revenues (excluding Social Security Contributions)

UAH 1,398,600 million

Added (2nd review): Ceiling on publicly guaranteed debt

UAH 47,900 million

Ceiling on non-accumulation of new external debt payments arrears by the general government
UAH 0

Added (2nd review): Floor on the overall cash balance of the general government, excluding budget
support grants

UAH -1,123,107 million

Added (2nd review): Ceiling on general government borrowing from the NBU
UAH-1353mitlern UAH 0 (3rd review)

Added (2nd review): Ceiling on general government arrears

UAH 1,800 million

Added (2nd review): Floor on social spending

UAH 390,000 million

7th review (SDR 684.02 million)

Postponed from 4th review: The DGF, MOF and NBU will prepare a bank rehabilitation framework in
consultation with IMF staff.

Postponed from 5th review: Implement a supervisory risk assessment methodology to inform supervisory
engagement priorities.

Added (2nd review, modified 3rd review): All systemic banks with majority state ownership will fall under
the responsibility of the MOF, and any nonsystemic banks that come under state ownership will not be
recapitalized using fiscal resourcesand will be transferred to the DGF for resolution upon breach of
prudential requirements.

Added (2nd review), Postponed from 5th review: Complete an external audit of the National Anti-
Corruption Bureau of Ukraine’s effectiveness with participation of three independent experts with
international experience and publish itsreport.

Added (2nd review), Postponed from 5th review: Enact a law to establish a new court that will hear
administrative cases against national state agencies (e.g., NBU, NABU, NACP) by judges who have been
properly vetted for professional competence and integrity.

Added (4th review), Postponed from 6th review: Amend the Criminal Procedural Code to enable the
Specialized Anti-Corruption Prosecutor’s Office to manage extradition and mutual legal assistance request
and rationalize consequences from expiration of time limits for pre-trial investigations (including for
corruption cases) in line with MEFP, 67, 1st bullet.

Added (5th review): Adopt Budget Code amendments in line with Action 1 under the June 2024 PIM Action
Plan, as specified in 139 of the MEFP.
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September 2024
September 2024
September 2024

September 2024

September 2024

September 2024

September 2024

September 2024

1 Mar 2025

End-March—2024
End-December
2024
End-June2024
End-December
2024

Continuous

End-September
2024
End-February
2025

End-December
2024
End-October
2024
End-December
2024

End-January 2025

Financial sector

Financial sector

Financial sector

Governance/Anti-
corruption

Governance/Anti-
corruption

Governance/Anti-
corruption

Fiscal
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SB-40

SB-41

SB-42

SB-43

SB-44

QPCA1

QPC2

QPC3

QPC+4

CPC-1

IT-1

IT-2

IT-3

IT-4

SB-30

SB-45

QPCA1

Added (5th review): Appoint the new Head of the ESBU based on the selection process.

Added (5th review): CMU to approve a methodological framework underpinning the PIM process, as
specified in 939 of the MEFP.

Added (5th review): To ensure NEURC's functional independence, adopt amendments to the law #3354-1X
to exempt regulatory decisions by NEURC from the state registration procedure, in line with MEFP, 979.
Added (5th review): Complete the formation of the full supervisory board of Ukrenergo (7 members), with
independent members constituting the majority of the supervisory board.

Added (5th review): Enact amendments to the law to reform the Accounting Chamber of Ukraine (the
supreme audit institution), including through a decisive vote of independent experts with international
experience for vetting new members, establishing a minimum of 11 members, enhancing the scope of its
audit functions, and steps to safeguard the ACU’s financial independence consistent with international
standards on supreme audit institutions,in line with MEFP, 167.

Added (2nd review): Floor on the non-defense cash primary balance of the general government, excluding
budget support grants

UAH 415,410 million

Added (2nd review): Floor on net international reserves

YSB-23-600-mitien YSD-24,900-mitien3+d+eview) USD 26,300 million (4th review)

Added (2nd review): Floor on tax revenues (excluding Social Security Contributions)

UAH 2,042,250 million

Added (2nd review): Ceiling on publicly guaranteed debt

UAH 47,900 million

Ceiling on non-accumulation of new external debt payments arrears by the general government

UAH 0

Added (2nd review): Floor on the overall cash balance of the general government, excluding budget
support grants

UAH -1,557,208 million

Added (2nd review): Ceiling on general government borrowing from the NBU

YAH-704-miltien UAH 0 (3rd review)

Added (2nd review): Ceiling on general government arrears

UAH1600-mitHen UAH 1,800 million (5th review)

Added (2nd review): Floor on social spending

UAH 537,800 million

8th review (SDR 603.54 million)

Added (2nd review, modified 3rd review): All systemic banks with majority state ownership will fall under
the responsibility of the MOF, and any nonsystemic banks that come under state ownership will not be
recapitalized using fiscal resourcesand will be transferred to the DGF for resolution upon breach of
prudential requirements.

Added (5th review): Submit legislative amendments to Parliament to introduce tax reporting requirements
for digital platform operators.

Added (3rd review): Floor on the non-defense cash primary balance of the general government, excluding
budget support grants
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End-February
2025
End-February
2025
End-December
2024
End-December
2024

End-December
2024

December 2024

December 2024
December 2024
December 2024

December 2024

December 2024

December 2024
December 2024

December 2024

15 Jun 2025

Continuous

End-April 2025

March 2025

Fiscal
Fiscal
Energy

Energy

Governance/Anti-

corruption

Financial sector

Fiscal
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QPC2

QPC3

QPC4

CPCA1

IT-1

IT-2

IT-3

IT-4

SB-30

SB-46
SB-47

QPC-1

QPC2

QPC3

QPC4

CPCA1

IT-1

IT-2

UAH336,000-miHien UAH310,000-mitHent4th+eview) UAH 254,800 million (5th review)

Added (3rd review): Floor on net international reserves

Ysb26.000-mitien USD 23,800 million (4th review)

Added (3rd review): Floor on tax revenues (excluding Social Security Contributions)

UAH 485,000 million

Added (3rd review): Ceiling on publicly guaranteed debt

UAH-53,626-milien-UAH 62,860 million (5th review)

Ceiling on non-accumulation of new external debt payments arrears by the general government
UAH 0

Added (3rd review): Floor on the overall cash balance of the general government, excluding budget
support grants

YAH-215.000-mitier UAH -342,400 million (5threview)

Added (3rd review): Ceiling on general government borrowing from the NBU

UAH -984 million

Added (3rd review): Ceiling on general government arrears

UAH600-miltien UAH 1,800 million (5th review)

Added (3rd review): Floor on social spending

YAH135.000-millien UAH130.000-mithen4th+eviewd UAH 135,000 million (5th review)

9th review (SDR 402.42 million)

Added (2nd review, modified 3rd review): All systemic banks with majority state ownership will fall under
the responsibility of the MOF, and any nonsystemic banks that come under state ownership will not be
recapitalized using fiscal resourcesand will be transferred to the DGF for resolution upon breach of
prudential requirements.

Added (5th review): Appoint permanent head of SCS and permanent heads for all regional customs
administrations.

Added (5th review): Submit a 2026-28 Budget Declaration on time and in line with program parameters.
Added (4th review): Floor on the non-defense cash primary balance of the general government, excluding
budget support grants

UAH-660,000-millien UAH 546,800 million (5th review)

Added (4th review): Floor on net international reserves

USD 24,800 million

Added (4th review): Floor on tax revenues (excluding Social Security Contributions)
UAH-850,000-miHien UAH 1,019,600 million (5th review)

Added (4th review): Ceiling on publicly guaranteed debt

UAH 53,626 million UAH 62,860 million (5threview)

Ceiling on non-accumulation of new external debt payments arrears by the general government

UAH 0

Added (4th review): Floor on the overall cash balance of the general government, excluding budget
support grants

UAH -370,000 million UAH -719,000 million (5th review)

Added (4th review): Ceiling on general government borrowing from the NBU
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March 2025

March 2025

March 2025

March 2025
March 2025

March 2025

31 Aug 2025

Continuous Financial sector

End-June 2025 Fiscal
End-June 2025 Fiscal

June 2025

June 2025
June 2025
June 2025

June 2025

June 2025

June 2025
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IT-3

IT-4

SB-30

QPCA1

QPC-2

QPG3

QPC4

CPC-1

IT-1

IT-2

IT-3

IT-4

SB-30

SB-30

UAH -4,100 million

Added (4th review): Ceiling on general government arrears
UAH-1,600-miHier UAH 1,800 million (5th review)

Added (4th review): Floor on social spending

UAH 250,000 million UAH 270,000 million (5th review)

10th review (SDR 331.98 million)

Added (2nd review, modified 3rd review): All systemic banks with majority state ownership will fall under
the responsibility of the MOF, and any nonsystemic banks that come under state ownership will not be
recapitalized using fiscal resourcesand will be transferred to the DGF for resolution upon breach of
prudential requirements.

Added (5th review): Floor on the non-defense cash primary balance of the general government, excluding
budget support grants

UAH 751,000 million

Added (5th review): Floor on net international reserves

USD 23,000 million

Added (5th review): Floor on tax revenues (excluding Social Security Contributions)

UAH 1,622,200 million

Added (5th review): Ceiling on publicly guaranteed debt

UAH 62,860 million

Ceiling on non-accumulation of new external debt payments arrears by the general government

UAH 0

Added (5th review): Floor on the overall cash balance of the general government, excluding budget
support grants

UAH -1,146,900 million

Added (5th review): Ceiling on general government borrowing from the NBU

UAH -1,500 million

Added (5th review): Ceiling on general government arrears

UAH 1,800 million

Added (5th review): Floor on social spending

UAH 410,000 million

11th review (SDR 699.79 million)

Added (2nd review, modified 3rd review): All systemic banks with majority state ownership will fall under
the responsibility of the MOF, and any nonsystemic banks that come under state ownership will not be
recapitalized using fiscal resourcesand will be transferred to the DGF for resolution upon breach of
prudential requirements.

12th review (SDR 748.72 million)

Added (2nd review, modified 3rd review): All systemic banks with majority state ownership will fall under
the responsibility of the MOF, and any nonsystemic banks that come under state ownership will not be
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recapitalized using fiscal resources and will be transferred to the DGF for resolution upon breach of
prudential requirements.

13th review (SDR 794.67 million) 10 Mar 2027

Added (2nd review, modified 3rd review): All systemic banks with majority state ownership will fall under
the responsibility of the MOF, and any nonsystemic banks that come under state ownership will not be
recapitalized using fiscal resources and will be transferred to the DGF for resolution upon breach of
prudential requirements.

Source: Own elaboration based on IMF.

Notes: SB = structural benchmark, QPC = quantitative performance criteria, CPC = continuous performance criteria, IT = indicative target. Colour coding: green indicates conditions met, red conditions
not met, yellow conditions met with delay, and grey indicates conditions subject to future reviews. Red colour of the font represents change in the timing, as well as new conditions and numerical
targets which are added as reviews proceed. The strikethrough format represents change in the deadline, and in numerical targets with the marking in which review the change occurred.

SB-30 Continuous Financial sector

Disclaimer and copyright. The opinions expressed in this document are the sole responsibility of the authors and do not necessarily represent the official position of the European Parliament. Reproduction
and translation for non-commercial purposes are authorised, provided the source is acknowledged and the European Parliament is given prior notice and senta copy. © European Union, 2024.
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