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EXECUTIVE SUMMARY

Thisreport presents the findinggom analysis of existinfjnancialand non-financial incentiveshat support
the developmentof ecaindustrial parks EIP¥in Ukraine, as well as related interventions that will ensure
practical implementation of the EIP model, industrial symbjossswell as cleaner amésourceefficient
production.

This report is based on findings, conclusions and recommendations of reports developed within the
GEIPRJkraine Project, in particular the Policy Gap Analysis (2021), the EIP Policy Roadmap (2021),
Stakeholder Mapping (2021), Stakeholder Mapping Update (2@82)ell as the International Proposals to
EIP Policy Vision and Roadn{ap22) and theéraft IP Strategyy 2030with the EIPPerspedive devebped

with the support of theGEIPP Ukrairiéroject.

In Ukrine, based orinternational recommendations for EIREnd in ordeto ensuretheir economic success
the national EIRconcept must be attractive to investors amdnsider relevant access tesources value
chainsand the labour force. This will ensureattractiveness forlongterm investors while incentiviazng
domestic and foreign direct investmeimt EIPs in Ukraine

The EIP policy development in Ukraine is influenced bydah#ors outlined below

As a Member of the United NationdJkraine hasjoined the global process of sustainable development
towards achieving Sustainable Development GBIRGSs)ON 23 June 2022AJkraine receivedhe statusof
candidate for European Union membership.isiwill strengthena process that begam 2017 with the
implementation of the Hropean UnioAUkraine Association Agreememthich serves as a strategic guideline

for systematic soci@conomic reforms in Ukraine and includes the obligation of implementimgean
Union legislationin areasrelated to ecology and environment, energy efficiency, renewablergysources

and sustainable development. In 20&hyas annouced thatUkraineofficially intendedo join the European
Green Dealwhich aims to overcome the impact of climate change, create new green supply chains and
reorient economic activity towasigreener production. A component of the European Gré&malis the

9 dzNR LIS I yhew cifclilér ¢icfiod plan, which is the essence of the EIP model.

The National Economic Strategyntil 2030 prescribd stimulating the development of a circular economy
that includes the creation of transparent and competitive marketssecondary raw materials by improving
and harmonizing the legislation of Ukraine with the relevant legislation taechorms and rules of the
European Union stimulating the reduction of waste generation atite formation of a circular economy
policy.In addition with the support of theGEIPP Ukrairiéroject, the Government of Ukraine has prioritized
the introduction of the EIP model the countrywithin the National Economy Strategy by 2030.

The EIP policyis thereforein line with the scope ofnational policiesin regional, industrial, socisand
economicspheresin Ukraine. The EIP model can playeaemplarypractical role irnthe implementation of
European Union directives and a circular economy in Ukraginegether with the principles of resource
efficiency clean production and industrial symbiosis.

The economic conditions for operating EIPs do katrently differ from conditiors for the operation of
industrial parkg(IP9. Despitethe adoption ofthe Tax and the Customs Codesich wasadopted in the
2021-2022 package of amendments to the IP laandl irtroduced the list of instruments for IP suppothere
is insufficient suppat for the establishment/transformation ofPsinto EIPsand/or the establistment of
new EIPsThis is due to the fact thamnstruments for IP supporelate mostly to arranging infrastructure and
do not foresee support for implementing clean production and indussiyahbiosisit should be noted that
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financialsupportin the shape oftate budgetexperditure for IP arrangements undermined by a lack of
resoucesin the current budget yegrmostlyas a resulbf the ongoingmilitary conflict in Ukraine

Regardingnstrumentsfor financial supportor EIPsUkrainecurrently has at its disposaistruments of ece
banking,international donor support angrogranmes related toenvironmentally friendly technologidsr
the realization ofprojectsto contributeto EIP development.

In addition nonfinancial mechanisms to incentigiZlPare in place namelythe basic IP Law, national
framework inthe areasof urban planninglabourrelationsandcollective agreements, national standards in
for energy and environmental management, sociaporateresponsibility as well as national certification
system reléed to theabovementioned standards.

Within this report,a total of 59supportinstrumentsfor EIP$32 financial and 27 nofinancia) were assessed
However thereisa lack of systematic and targeted EIP incentibesh financial anchon-financial asmany
of thesedepend onthe availability of budget funds or temporary support from international institutiohs
a result 12 instruments of financial support targeted at EIPs are prop@stn thisreport.

Available financial instruants include funding from the State Regional Development HSRIDFJfor
arranging IP infrastructuras well ashree budget programmes underthe IP Law to develop IP infrastructure.

In terms ofenvironmental performancea pressuringecology taxation acts asa motivating factor for
resourceefficient and cleaner productiofK S a INB Sy ¢ 02y RA YSOKIF yAathe A& A
financial market. The feenh tariff for electricity from renewable sources is in plate.addition, furthe
instrumentsare provided by international institutionsThese includsupport forsmall and mediunsized
enterprises $ME} from the European Bank for Reconstruction and Developm@BRI) the Loan
Guarantee Fund for industrial enterprises (UNIDO), Hieland Ukraine Trust Fundrom the Nordic
Environment Finance CorporatigfNEFCO), edoanking (e.g. Ukrgasbankhd the International Finance
Corporation(IFQ. In Ukraine, there are customs privileges for IPs, compensatitie tfan rate to IP tenants
to provide economic activitiess well agreferential rates of customs duty for importing goods originating
from member countries of the World Trade Organizatiknans of 57-9%percent within the State
Progranme for SMEs, the sthanism ofdinvestment nannies the possibility of receiving loans under
government guaranteeand state insurance of foreign economic agreements (contracts).

TheGovernmenbf Ukraineembarked uporthe National Programme of Relocation of Enterprised/estern
Ukraine with almostone and a half thousand companies expected to relocate. Most of the businesses
involved in the relocation programe operatein the manufacturing, food industry, light industry, machinery,
and wholesalesectors. Thesavill now move their logisticscentres including warehousés to Western
Ukraine

In this regard, the development and promotion of EIPs in Ukraine can support efforts aimed at strengthening
industrial potential in Ukraine anaeconstructingthe industrial sectomore sustainably and competitivel
EIPs can be consideredi@ady solutioné for many companies relocaiy to Western Ukrainedue to the
consequences of the armed confliElPs caalsoprovide jobs for internally displaced persongtia country.

Theaboveleads to the conclusion that it is necessérgay to improvethe national legal/regulatory basis
and bring it into compliance with the recommendationglué International Frameworks for EIPs developed
by UNIDO, Glahdthe World BankFurthermore it is important to develop guidance for different categsr

of stakeholders (EIP initiatorsyanagement compaas and tenants) forthe development of EIPs Further
development of market instruments, such as green finanoeluding green credits, bonds, insurance funds
and industry funds for promoting circul@&conomy projects; are vitalboth for supporing EIPsand for

1 https:// me.gov.ua/ News DetaiPlangruk-UARid=c738%37-951b-449%e-9037-696(h86052 7&title =ProgramaRelokats#65-
PidprimstvPeredaniDliaTransportuvaniia8-PerevezeniVBezpechniRegioni



https://me.gov.ua/News/Detail?lang=uk-UA&id=c7389f37-951b-449e-9037-6960b860527f&title=ProgramaRelokatsii-465-PidprimstvPeredaniDliaTransportuvannia-178-PerevezeniVBezpechniRegioni
https://me.gov.ua/News/Detail?lang=uk-UA&id=c7389f37-951b-449e-9037-6960b860527f&title=ProgramaRelokatsii-465-PidprimstvPeredaniDliaTransportuvannia-178-PerevezeniVBezpechniRegioni

developing targeted mechanisms for EIPsyuch asnational progranmes that can contribute to EIP
developmentacross Ukraine

Giventhe rapidlyevolvingenvironmentin Ukraine, due to urgent plaris adopt national reformsegarding
the O 2 dzy GaNddtéstatusfor European Union membership, this report refleth® statusquo as of
July2022.In addition in orderto keepabreast of developmenishe GEIPP Ukrairf&oject is constantly
monitoring the changes.

Nevertheless, the conclusions and recommendations on EIP stimulus and support mechanismgheeflect
systematic and comprehensive approaxithe InternationalFrameworkdor EIPs and may beainstreamed
in a short and mediumterm perspective.




1. INTRODUCTION

1.1 GlobalEIPProgramme (GEIPP)

The GEIPP is implemexdtin developing andransitioncountries by UNIDO and funded by the Government
of Switzerland through its StatBecretariat of Economic Affai(SECO)The objective of the GEIPP is to
demonstrate the viability and benefits &IPsby scaling upthe resource productivity and economic,
environmental and social performances of businesses, thereby contributing tcsiveland sustainable
industrial development in developing and transition economies.

¢ KS LINE 2 ElndustraltParkProgrammec Ukraine: Countnf S @St A y (GEIRBAKnditer 2 v €
Projec) aims toaddressEIPdevelopment in Ukraine within the glabframework of the GEIPP. The specific
expected outcome of countdevel interventionin Ukraineis the improved environmental, economic and

social performance of industries in Ukraine through the implementation of EIP approaches in selected pilot
IPsandthe increased role of EIP in environmental, industrial and other relevant policies at the national level.

Component 1(Countrylevel interventions) of th&SEIPRJkraine Projects as follove:

Outcome 1EIPisincentivized and mainstreamed ielevant policy and regulationkading to an increased
role of EIP in environmental, industtand other relevant policies in Ukraine

The underlying objectiveas described in the Global Project Documestto increase the role of EIP in
relevant poicies at the national level, aligned with the National Circular Economy approach. The GEIPP in
Ukraine will therefore include a local and regional level for Outcone the extentpossible

Outcome 2EIP opportunities identified and implemented, with environmental (e.g. resource productivity)
economic and social benefitsr enterprises achieved and confirmed.

Component 2(Global Knowledge Development) focuses on the development of specific ElPababls
publicationsas well aghe dissemination of lessons learned from international EIP experiences.

1.2 Objectives of the report, methodology and sources of information

The present report is part of the Ukrairmuntry-level intervention project which waslaunched in
October2019 andwill be implemented forfour years In particular, the report contributes tocOutcome 2
Output2.3c4 9Lt NBIdZANBYSyidia AYLX SYSy (i SR cofdghe GEIMRUkraey | 3 S
project documentwhichincludesthe following activities
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e Activity23.365S @St 2L AYOSYGA @S adza3asadizya FyR FfAIy
08 20GKSNJ NBf I S RtokanmretiieQustainabilifyRf E(PKahd endineattraction
of new companies and investmentn assessment aéxisting financial and nefinancial incentive
schemes is to be carried out, as outlined in the GEIPP Ukraine Project Document

e Activity 2.3.4 éSupport implementation of RECP and industrial synergy opportufiifib® main
aspect of GEIPRupport is to failitate the development of bankable projects in Ukraine, where all
parties concerned can perceivethe potential benefits (direct or indirect) and contribut®
establishing incentive schemes that support the projects.

EIP policy implementation covees range of policy sectors environmental, socialeconomic,industrial,
investment and fiscakor an EIP to be economically successful, the concept must be attractive to investors
and industries and offer resources and human capital. A key goal for EIP developers is to attract strategic
investors and incentivize domestic and foreign direct investmSupport to help EIRe meet these goals

can be offered by providing economically, environmentally and socially aligned seagacgs|l aplans to

meet the sustainability agendas of industrial areas.

This requiresthe assessent of existingincentives, including relevarbcal policies and regulationsf the
governance structures relevant to EIP policginstreamingand ofeconomic and finarial mechanisms and
instruments as well as thédentification ofthe sufficiency of existing incentives falP development.

The objectives of this report a@s follows

e to identify existingfinancial anchon-financial incentiveslose to EIP® Ukraine

e to provide the informational basi®r national and regional authoritiesnd the Interdepartmental
Working Group for EIP policy development in Ukramdevelopincentives forEIBto support ther
sustainability and ensurtie attraction of new companies and investments

Thisreportisbased orlJNIDCGapproachesand recommendationfor EIR 23456 and the relevanterminology.

It includes informationon existing norfinancial and financial incentive schemes for EIP development in
Ukraine taken from the following sources:
¢ news and updatesn theofficial webpages of state bodies and institutigns
& nationallegislation, economic and soeemvironmental strategies and polici@é®m the official web
pagesandresearchby scientific institutions
available draft legislatioon the official webpagesdeveloped during 2022022;
interviews with stakeholderthrough the questionnaire (AnneX developedvia Googldorms as a
result of bothCOVIBL9 restrictionsand the armed conflicin Ukraineongoingsince 24 February
2022(consultedwithin the UNIDO Headquarters in ViennA total of25 respondentrovided their
input to the questionnaire (including six regional and local bodiessix non-governmental
organizations[NGOs],representatives ofthree national authorities three academes three IP
representativestwo business representativesnd twobankg. SeeAnnex2’;
e meetings of the Advisory Board of the GEIPP Ukr@ioject duringthe 2021-2022period.

2Handboolfor Ecolndustrial Parks (201 itps://open.unido.org/api/documents/7523639/download/UNIDO%20Eco
Industrial%20Park%20Handbook English.pdf

3 An International Framework For Etodustrial Parks (Version 2.0, 2021):
https://tii.unido.org/sites/default/files/publications/International%20EI1P%20Framework%20v2%200nline%20high%20final%20%281%29. pdf
4 An International Framework For Etmdustrial Parks (December 2017)
https://openknowledge.worldbank.org/bitstream/handle/10986/29110/1221¥9P-PUBLIC
AnlnternationalFrameworkforEcolndustrialParks.pdf?segeer &isAllowed=y

5 A Practitioner's Handbook For Etmlustrial Parks Implementing the International EIP Framework (September 2018)
https://www.unido.org/sites/default/files/files/201909/A%20Practitioners%20Handbook%20for%268EdastriatParks..pdf

6t N} OGAGAZ2YSNDA DdzA RS  (cg (201 6htik: iwénd. inido. oS Sd¢fault/feR/Paa60 NA | £t 2 f A
11/practitioners _gquide to green industrial policy 1 0.pdf

7 The informationon personal datais not to be disseminategublicly, according to the Law of Ukraine On Personal Data Protection:

https://zakon.rada.gov.ua/laws/show/229F7#Text
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https://open.unido.org/api/documents/7523639/download/UNIDO%20Eco-Industrial%20Park%20Handbook_English.pdf
https://open.unido.org/api/documents/7523639/download/UNIDO%20Eco-Industrial%20Park%20Handbook_English.pdf
https://tii.unido.org/sites/default/files/publications/International%20EIP%20Framework%20v2%20online%20high%20final%20%281%29.pdf
https://openknowledge.worldbank.org/bitstream/handle/10986/29110/122179-WP-PUBLIC-AnInternationalFrameworkforEcoIndustrialParks.pdf?sequence=1&isAllowed=y
https://openknowledge.worldbank.org/bitstream/handle/10986/29110/122179-WP-PUBLIC-AnInternationalFrameworkforEcoIndustrialParks.pdf?sequence=1&isAllowed=y
https://www.unido.org/sites/default/files/files/2019-09/A%20Practitioners%20Handbook%20for%20Eco-Industrial-Parks..pdf
https://www.unido.org/sites/default/files/2016-11/practitioners_guide_to_green_industrial_policy_1__0.pdf
https://www.unido.org/sites/default/files/2016-11/practitioners_guide_to_green_industrial_policy_1__0.pdf
https://zakon.rada.gov.ua/laws/show/2297-17#Text

All official webpages were accessd@dtweenFebruaryand July2022.

To ensureproper involementand collaboration with stakeholders, the GEIPP UkrBogct team has, at
eachstage of the projecgtconsulted widely within UNIDO Headquarters in Vienna and furthedaiirelolving
international UNIDO EIP experts in the process, to ensurena¢igtwith global best practices in this area.

8 As ofduly2022, due to issues of national secuntying to the military conflict in Ukraineome re¢rences in this reportn the form ofinksprovided
by national bodies and authoritiesnay beunavailabé. These are expected to be available oncerttigary conflict in Ukraindas ended
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2. BACKGROUND OF INDUSTRIAL
PARKS DEVELOPMEN UKRAINE

Theimplementation of the Ifnstrumentin Ukrainebeganafter the adoption of theConcept of the Creation

of Industrial Parksn 2006. The Concept stipulates that the production sites of unattractive investment
enterprises in industrial zones, as well as areas free of construction (especially in regions with developed
infrastructure), can becomépoints of regional growth if IPs are @aed. The Concepset out that the
formation of a network of state and regional IPs should be carried out following the main directitres of
development of state and regional industrial policy, considering the tasks associated with the development
of urban agglomerations.@sording to the Concept, IPs were included in the legislationimndtional and
regional socieeconomic development strategies

According to the Concepthé¢ principles of IP creation were defined in the basic Law on Industricd'®ank
IPLaw. The purpose of th@& Law is to ensure economic development and increase the competitiveness of
territories, intensify investment activities, create new jobs and develop modern production and market
infrastructure.

Since the adoption of th#Law, the development of IPs hastrincreased significantly, mainly dueddack
of incentivesand thechallengegaced in terms oinvestment activityincludinglow awareness and capacity)
and industrial development.

The Ministry of Economy of Ukraine (hereinafiéineconomy is therecognizedauthority in theareaof IPs
forming IP policy anavith responsilility for its implementation

Mineconomyis the official beneficiary of the GEIPBkraineProject.

According to thelP Law, an IP i« territory defined by thelP initiator, following urban construction
documentation and equipped with the appropriate infrastructure, within whiehtenantscan conduct
business activitiesonnected to theprocessing of industrial and/or household wastecept waste disposal),
scientific researt andinformation and telecommunicationactivities,under the conditions defined bihe
law andby anagreementon the conduct of business activity witHips.

The land ploton which anlP is launched mudte industrial landsand must be available for industrial use
consideringhe conditions and restrictions defined by the relevant urban planning documentation.

9 Resolution of the Cabinet of Ministeo§ Ukraine; Concept of the establishmentio@iustrialP- NJ & FNRY nm®d®ny dunnc S nnrT
https://zakon.rada.gov.ua/laws/show/442006-p
10 https://zakon.rada.gov.ua/laws/show/50 1 87#Text
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https://zakon.rada.gov.ua/laws/show/447-2006-p
https://zakon.rada.gov.ua/laws/show/5018-17#Text

An IPcan be located on one or more adjacent Iguidts, with an area of10to 1000 hectaresIt can be
located between the land plots of th&P ¢ wherethe objects of engineering and transport infrastructure are
locatedc followingurban planning documentation

AnIPis to becreated for at leasBO years

The IPmanagement companmust be a resident legal entity elected under tRdaw, and its function is to
ensure the IP activities. IBnantsare the business entities registered on the territory of the administrative
unit of Ukrainein whichthe IP is located.

Asof July2022!, 55 IPs have been included in the National Registerd®§ Being includedn the National
Registemprovides IPs witlthe possibilityto obtain state support and @sstate incentives.

60
50
40
30
20

10
2014 2015 2016 2017 2018 2019 2020 2021 2022

Diagram 1Dynamics of IP creation in Ukraine
SourceMineconomy

As of July 2022, ost IPs are concentratenh the Kyiv (1) andWestern (2) regions.More than half of IPs
are located on communal land®nly 32 IPshad a management companyyhile only eight had attracted
tenants. In light ofthesefigures the existence of more than §gercent oflPsis documented and does not
provide operational activities.

There istherefore a situationin which IPsincluded in theNational Register do not show significant
development S meIPsin Ukraine have adradybeguntheir activities, but most are still under development,
in particularas a result ogystemic shortcomings that negatively affect the investment clintaghigh cost
of initial investment costs for logistics and engineering infrastructame the lack of experience ofP
initiators in attractingmanagemenicompanies asenantsand investorsn IP establishment and operatipn
all ofwhich lead to significant delays in their implementation.

11 According to the information of the Minecononag of January 2028ttps://me.gov.ua/Documents/List?lang=t#A&id=6463d3baal34e54
8db9-0f36642c43d9&tag=IndustrialniParkiVUkraamd governmental decisions on the inclusion of four parks in the Register in 2022:
https://www.kmu.gov.ua/npas/prevklyuchennyandustrialnogeparku-maramureshdo-reyestruindustrialnihpromislovihparkiv-453030622
https://www.kmu.gov.ua/npas/prevklyuchennyandustrialnogeparkul-taun-park-do-reyestruindustrialnihpromislovihparkiv454-030622
https://www.kmu.gov.ua/npas/prevkliuchenniaindustrialnoheparku-enerhiiabukovynydo-reiestrurindustrialnykhs616 190722
https://www.kmu.gov.ua/npas/prevkliuchenniaindustrialnoheparkukhotyn-investdo-reiestru-industrialnykhs61 7190722

and the governmental decision on excluding one park from the Register in 2022:
https://www.kmu.gov.wa/npas/pro-viklyuchennyandustrialnogeparkuz-reyestruindustrialnikpromislovikparkiv

2 As of July 2022, the information about management companies and attracted tenants in four new IPs is not available.



https://me.gov.ua/Documents/List?lang=uk-UA&id=6463d3ba-aa13-4e54-8db9-0f36642c43d9&tag=IndustrialniParkiVUkraini
https://me.gov.ua/Documents/List?lang=uk-UA&id=6463d3ba-aa13-4e54-8db9-0f36642c43d9&tag=IndustrialniParkiVUkraini
https://www.kmu.gov.ua/npas/pro-vklyuchennya-industrialnogo-parku-maramuresh-do-reyestru-industrialnih-promislovih-parkiv-453-030622
https://www.kmu.gov.ua/npas/pro-vklyuchennya-industrialnogo-parku-l-taun-park-do-reyestru-industrialnih-promislovih-parkiv-454-030622
https://www.kmu.gov.ua/npas/pro-vkliuchennia-industrialnoho-parku-enerhiia-bukovyny-do-reiestru-industrialnykh-s616-190722
https://www.kmu.gov.ua/npas/pro-vkliuchennia-industrialnoho-parku-khotyn-invest-do-reiestru-industrialnykh-s617-190722
https://www.kmu.gov.ua/npas/pro-viklyuchennya-industrialnogo-parku-z-reyestru-industrialnih-promislovih-parkiv

Meanwhile as of January 2022according taMineconomy at leastl4 IPSn Ukraineare not included in the
National Register However, theséPs aren operation.

On 7 September 2021he Parliament adopted theaw on Amendments to theé { NJ A YeSyQuaich was

aimed at attracting investment in the industrial sector of the economy by introducing incerfitivé3s The

IPL ¢ | YSYRYSyi(la Ay@2t @S RI1GINMitiakddy théaMethFer of BagiamBrilMr¥ G a Y
Dmytro Natalukhali KS / KFANXYIY 2F GKS t I NXAFYSyG /200284 GiGSS
developed byMineconomyon behalf of the Government of Ukraine. The final texthef adoptedlaw isthe

result of ollaboration betweenthe Parliament Committee on Economic Development andekbnomy

duringits preparationfor the second reading.

The amendedaw still applies thedgreenfielcE approach to supporing IPs Thus, IP can be included in the
Register in case dfuring 10 years no industrial facilities were put into operation within the IP borderd
during 5 years no production facilities were operated within the IP borders means that aiP can be
included in the Register if the production facilitieave not existean its territoryin the lastten years and/or

if production facilitieshave notbeen in operation ithe lastfive years.Prior to this new innovatiorthe only
condition for the inclusionof the IP in the Registavas the absence of the integral property complex that
allows production activity.

According to the newly adopted changes, thelusion of IPs in the National Registehall be approvedty
the decision of the Governmentinstead ofthe decision of Mieconomy).

In addition the Law on Amendmentslefined the following mechanisms of state incentives for the
development and operation of IPs:
e full or partial compensation of the interest rate for loans (bank credits) foratiangement and/or
development obusiness within théPs
e granting irrevocable funds for IRslevelopment and/or ensuring the construction of joint
infrastructure facilities (motorways, communications lines, heat, gas, water and electricity supplies,
engineering communications, etc.) needed floe establishment and operation of IPs;
e compensatinghe costs for the connection to the engineering and transport networks;
¢ providing tax® and custom¥ incentivesin line withlaws adopted on 22 June 2022¢ Sectiod.4).

According to the 2021 amendments, the Law provithesestablishment ofthe new state authority (other

than Mineconomy asthe central executive body that implements the state policy on the establishment and
operation of IPs, which shall be coordinated by the Governmentn@hestate authority shall perform the
following functions:

monitors the functioning of IPs, and develops Bieategy of IP development
receivesand publishes, on a smonthly basisthe results ofIP operation from the IP
management companieaccording to the form approved by Mioonomy(N.B.the form for
reporting was nopreviouslyprovided)

e appeals to public authorities, enterprises, institutions and organizations to address issues
related to theestablishment and operation of IPs;

& providesfavourableconditions for the creation and operation of IPs;

& maintains thelPRegister;

& provides informational and consulting support to initiators and management compangks
promotes the attraction of tenants

& provides access to public information relatediRactivities

3 http://wl.cl.rada.gov.ua/pls/zweb2/webproc4 1?pf3511=70639
14 http://wl.cl.rada.gov.ua/pls/zweb2/webproc4 1?pf3511=71012

15 https://zakon.radagov.ua/laws/show/233aX#Text
16 https://zakon.rada.gov.ua/laws/show/233IX#Text
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e informs Mireconomy, the State Tax Service, the State Customs Semdeslevant local
state administrations and municipalities about IP initiators, management companies and
tenants;

& ensures support for IPs by state funds;

e analyses and summarizes international experience in &nea of IPs and attracting
investment;

& provides publication on its official website of generalized information on operé#iag

According to the 202law amendmentsthe Government is to implementhe following:

¢ by 1 January2025 establish a central executive authority that implements the state policy on IP
establishment and operation (see above). Until the establishment of such a body, these functions are
entrusted to Mireconomy;
& within sixmonthsof the date of entry into forcef the Law, create a state institution to support the
IP initiators, management companies and tenants, and to implenientP developmenstrategy;
¢ for the nextfour years envisage expendituod the State Budgehot less than UAH 2 billion annually
(up to EURB4 millionas perthe National Bank of Ukrain@BU]rate as o029 July 2022, as follows

il for partial compensation of loan rate to IP management companies and initiators;

i for full or partial compensation dban rate to IP tenants for carrying out economic activity
and/or IP arrangement;

i to provide funds on a noerefundable basis to IP management companies and initiators for
IParrangement and/or for the creation and developntenf engineering and transport
infrastructure;

i for the establishment and functioning of a state institution to support the IP initiators,
management companies and tenants, and to implenthietlP developmenttrategy;

& within sixmonthsof the date of entry into force of the Law, approve tliedevelopmentstrategy.

According to the Ministry of Regional Developmé&iif, the Government plans to build infrastructure for

25 IPs over the next three yearsa project added to the President of Ukra®ed . A 3 / 2 y & (i NHz
Progranmeg'®. This can have a positive impact on the developmerIBf given that the improvement of

the environmental, social and economic indicatordsis a priority of the National Economic Stratdmgy

2030.

The National Economic Stratefy 2030 outlines tlat state policy irthe IP sphere is aimed at increasing
investment attractivenessncludng theexpansion and creation of new IPs ahd creaion ofconditions for
doing business within existing IPs. The target indicator is the attraction of USDr8thiliagh IPs by 2030.

Since 24 February 2028ue to the armed conflictin Ukrainian the O 2 dzy intliBtraBproduction has
significantly decreased,with the industrial sector seriously undermineas a result Meanwhile, the
Governmenthaslaunchedthe NationalProgramme oRelocation of Enterprisée Western Ukraine (more
than 1500businessesire expected to relocaté)

https:// www.minregiongov.ual press news oleksitchernyshowryadplanuyepobuduvatyinfrastrukturu-dlya-25-ty-industrialnyhparkiv
protyagomnajblyzhchykiroh-rokiv/?fbclid=lwARO ¥-LnijoEMJitwjIHI 2UAG3CGhedv@IrJYRBWnLKzpjAZPNN E
8https:// www.minregiongov.ua/ presgnews oleksitchernyshowpredstavnykarrmgromadne-zvolikajteiz-rozbudowyu-merezhiindustrialnyh

parkiv/
19 https:// www.minregiongov.ua/ presg news stymuly-dlyaindustrialnyhparkivkomitet-vr-pidtrymawvvidpovidnyjproyektzakonudo-drugoge

chytannyd
20 https:// me.gov.ua/ Newg DetaiPlangeuk-UA&id=c9eb8166-51c6-4444-9ear-

51f71411%30&title=lzZoniBoiovikhDiiVRamkakhProgramiRelokatsiiPeremis@@dpidprimstv
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https://www.minregion.gov.ua/press/news/stymuly-dlya-industrialnyh-parkiv-komitet-vr-pidtrymav-vidpovidnyj-proyekt-zakonu-do-drugogo-chytannya/
https://www.minregion.gov.ua/press/news/stymuly-dlya-industrialnyh-parkiv-komitet-vr-pidtrymav-vidpovidnyj-proyekt-zakonu-do-drugogo-chytannya/
https://me.gov.ua/News/Detail?lang=uk-UA&id=c9eb8166-51c6-4444-9ea7-51f714119a30&title=IzZoniBoiovikhDiiVRamkakhProgramiRelokatsiiPeremischeno98-Pidprimstv
https://me.gov.ua/News/Detail?lang=uk-UA&id=c9eb8166-51c6-4444-9ea7-51f714119a30&title=IzZoniBoiovikhDiiVRamkakhProgramiRelokatsiiPeremischeno98-Pidprimstv

At the same timegiventhe abovementioned ércumstances ithe country, the Government of Ukrain&
and theParliament Committee on Economic Developméhtonsider it important to rebuild the industrial
potential of IPs

The Parliament continues its work to incentivize further development of Aésording to the Parliament
Committee on Economic Develment, IPsare considered tobe an important tool for economic recovery
anda platformthat canbe eadly incentivizedto rebuild the industryin particular througHiscal incentives

Businesgs themselve’ 2° believe that therelocationof companieso IPsin Ukrainehas advantagesFirsty,

there are readymade modern premises, certifiefibllowing international standardscomplete withthe
necessary communicatiorsdsufficient capacity. Secondlihe IPmanagement company providésnants

with all of the necessary administrativi®ols andservices, including a closed area, rotthd-clock security

with video surveillance, maintenance of engineering and transport infrastructure, cleaning, recruitment, etc.
Thirdy, residents cooperatandcreate common supply chainmaking itpossible to send goods through the
logisticscentrelocated inthe IP.

Theregionsof Western Ukraine ar@xpectedto be amongthe areastargeted forIP developmenin Ukraine.
For instanceplansare in placen the Transcarpathiaegion to launch and develop new P4t is foreseen
by the Transcarpathiaegional administration that IRgill attract relocated companié$

IPshave existed foa decadein Ukraine numberingover 50,howevertheir effect onthe economy has
not beenfelt.

In 2021, the legal framework for IPs was updated and endoes®tl formed the prerequisite for
systematic support for the arrangement of IP infrastructtrmen the state budget.

For the first time, in 2022, the state budget allocated UAH 400 m{lliprito EURL0.8 millionas per the
NBU rate as of 29 July 2022p co-finance the development of IP infrastructur®ue to the
circumstances of the military conflidtpwever,it appears thait will not be possible to providéhese
funds forthe development of IP infiastructure.

The Government is actively involving lo@althorities with an intereg in developing IPs in their
community.IPs are expected tcontribute to themodernization of the economy of communities atiod
the creation of new jobs.

The Government expects dRo constitute developmenthubs br UkrairS Qe@ionomy?®. Access to
infrastructure, logistics, manpower, tax and customs benefits, whictbwidlvailableat these facilities,
will create opportunities for unhindered business activitieghich areof particular importance in
wartime. IP cretion is expectedo beimportant toolin overcoming the shortage of jobs. According to
Mineconomy one hectare of IP territory can provide 50 jobs, while one medained IP will create
around1 000 new job¥.

21 https:// www.kmu.gov.ua/ en/ news premyerministr-kozhenriz-nasmayepracyuvatizaradiukrayinita-nashoyiperemogi

22 https:// komprompolradagov.ua/ news main_news73862 htmi

23 https:// www.radagov.ua/ news razom'222172html

24 https:// gmk center opiniory preimushhestvacelokacitproizvodstvv-industrialnyeparki/

25 According to the information of business representatives during the third meeting of the Advisory Board of the GEIPFPidieatos 21 April
2022

26 https:// druzhbauz ua/ newsd tyachiv6634-ndustralniypark-u-solotvin-planuyutzapustittschedo-kncyavesnihtml

27 http:// ekonomikako.net.ua/?p=25136

28 hittps:// www.kmu.gov.ua/ en/ news uryad-prodovzhuyerobotu-z-rozbudovimerezhiindustrialnikparkivv-ukrayini

29 https:// www.kmu.gov.ua/ en/ news minekonomikystvorenniaindustrialnykhparkivvazhlyvyinstrumentpodolanniadefitsytu-robochykhmists
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3. ECOINDUSTRIAL PARKS POLICY
DEVELOPMENT

In Ukraine,Mineconomy is committed to introducing the EIPmodel following the international EIP
frameworks principles of thecircular economy and resouradficient production.TheElIPapproach is in line
with current trends in national policy and international obligationis Ukraine while the prerequisites for
developmentare outlined below

Ukrainehasjoined the global procgs of sustainable development launched in 2015 with the document of

the United Nationshosted Sustainable Development Summdit¢ NI y a F2 NY Ay 3 2 dzNJ 2 2 NI R
F2NJ {dza Gl Ayl owhBhiderSifl@$ 17 SDGRESYSDE Was reviewethking into consideration

the specifics of the national context. This process resulted in the establishment of the national, syisiem

consists of 86 national development targ€<On 30 September2019, the Presidentof Ukraineissuedthe

Decree d h Bistainable Development Goals of Ukraine for the period to 203G3! in support of the
achievemenbf sustainabledevelopment? Theprovisionsconnectedto the achiexementof SDGsre being
incorporatedinto nationallegislation.

In 2017 the EuropeanUnion ¢ UkraineAssociation Agreemergntered into force and defined a new format
of relations between Ukraine anthe European Unionbased on "political association and economic
integration”, sening as a strategic guideline for systematic seeamnomic reforms in UkraineThe
agreement includes provisions that amosely connectedto the achiewement of the SDGsn Ukraine
including theobligationto implement EiropeanUnion Directives {hich carrymore stringent standards than
Ukrainian regulatory acts) iareasrelated to ecology andhe environment, energy efficiency, renewable
sources of energgndsustainable development.

In 2021, Ukraia officially announcedits intention to join the European Green De#P* the main goa of
which areto overcome the impact of climate change, create new green supply chains atalreorient
economic activity towarslgreener production. A component of the European Gre&ealis the European
'y A Zheigcular action plafi, which is the essence of the EIP modéle National Economic Strategy by
2030 also prescribes stimulating the development of a circular econmnparticular throughthe creation

of transparent and competitive markets feecondary raw material§ his is to be achievdyy improving and

30 Official webpage of the Government of Ukrainiettps://www.kmu.gov.ua/en/cilistalogoerozviku-ta-ukrayinaeu

31 https:// zakonradagov.ua/ laws show'722/20194ang=en#Text

32 https:// www.undp.org/ content damy ukraing docg SDGreportsSDGsNationalReportENWVeb.pdf

3 Official webpage of the Government of Ukrainiettps://www.kmu.gov.ua/en/news/olgastefanishinaukrayinapershoyuoficijno-
zapochatkovye-dialogz-yesshchodezaluchennyado-yevropejskogerelenogekursu

34 Official webpage of the Government of Ukrainttps://www.kmu.gov.ua/news/premyeministr-ukrayinaye-nevidyemnoyuchastinoyu
realizacivicilejyevropejskogezelenogekursu
35 https://ec.europa.eu/environment/strategy/circulaeconomyaction-plan_en
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harmonizing the legislatioim force inUkraine with the relevant legislationorms and rules of theutopean
Union, stimulating the reduction of waste generation atig formation of the cicular economy policy.

The deepening of Ukraine's relations with theré&peanUnion presupposes the formation of an individual
approach to the application of thEarbon Border Adjustment Measur@€BAM®) to Ukraine as a state that
has committed itself to glitical association and economic integration with ther@eanUnion under the
Association Agreement, as well as the revision of Annexes XXX and XXXI to the Agaeemeirohmental
protection and climate).

On 14 July 2021, the European Commissioméhtced its proposal fothe EuropeanUnion CBAM a novel
trade measureahat would require importers to pay a carbon levy on certain products. The CBAM would apply
from 1 January 2026, after a thrgear transition periodoeginningin January 2023, when only reporting
obligations would be imposeagpon importers. As of January 2026 porters would need tpurchasedCBAM
certificateg for their imported products, in amounts that correspond to the embedded emissions of their
imports and mirror theemissions trading systeET$price. The European Parliament proposegradual
entry into force of the CBAM from 2027, i.e. a eyear delay compared to the Commission proposal, and
full implementation from 2032, when free allowancesuld be completely phased out, i.e. three years
earlier than the Commission proposal. THeCouncil agreg with the Commissida proposal to phase in the
CBAM over the 2028035periodbut proposes a different phade rate, which would be slower at ttmutset

and faster towards the end of the teyear period (folloving onfrom the Council'stated position m the
progressively accelerating reduction rate of free allowances in the ETS, as noted above).

TheEuropearCommission proposed that the CBAM should covesectors’ of imported cement, iron and
steel,aluminium fertilizers and electricity, with a possible further extension of the scope aftentry into
force. The Council endorsed the Commission's proposale wiel European Parliament proposes that the
scope should be extended tncludehydrogen and; following an assessment by the Commissigmrganic
chemicals and polymers.

Along with tendenciesevident in Ukrainian policy United Nations Development Programntgkraine
research (2026% showed thatmore than half of Ukrainians believéhat taking urgent and immediate
action to combat climate change would be good for both the environment and the econolynost
86 percent of Ukrainiansbelieve that the economy is not to be developedtlaé cost of environmental
degradation with the same prportion believing that the Government does not pay sufficient attention to
environmental issuesThis leads to the conclusion that the publelievesthat greaterclean production is
neededin the country

In view of the abovein orderto support EIP policy development in Ukraine, the GEIPP UKpeoject
supportis based onUNIDQ@ d@pproaches for EIPk particular.the progress oimplemeningthe EIP policy
includes the followingFigure 1)

36 https://ec.europa.eu/info/sites/default/files/carbon_border adjustment mechanism_0.pdf

37 https://www.whitecase.com/publications/alert/europeaparliamentand-councitadoptpositionsets-and-champroposalsnext
38 https://undpukraine.medium.com/ukrainegnvironmentalpriorities-in-13-visuatinfographicsede751b3006 1
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Figure 1. Progress in EIP poligvelopment in Ukraine

To support themplementationof EIP policy in Ukraine, the GEIPP UkrBingct developed the Stakeholder
Mapping Report (2020)and Policy Analysis Repq021)to involve relevant stakeholders and compare
national policies withthe UNIDQOinternational framework for EIPs.

The Policy Analysis Repor@imedto identify conditionsfor the development of EIPs in Ukraine in close
cooperation with the national and regional authorities, representatives of business associations and IPs.
Based on the findings provided by this analysis, the GEURPaineProject enhances the approach to cover

IP development plicies and regulations and supports the updating of existing policies for IPthaind
harmonization with} b L 5ihte@ré@tional recommendations for EIPs.

The Policy Analysis Repded to the conclusion that EIP policy meéhe priorities of national egional,
industrial, sociahnd economic policyspheresin Ukraine. The obligation of implementingrBpeanUnion
Directives iglosell connected to creating conditions for implementing EIPs policy in Ukraine, which includes
the creationof general nationide conditions which in turnare designed t@reate more clean industriga
whichEIPs can be pioneers and play an exemplary dieed, as part of th&ulfilment of obligations under

the EuropeanUnion - Ukraine Association Agreement, the EIP policy can become a practical tool with an
indicative function on the implementation diuropean Union Directives in the areas of environmental
management, waste and resource management, energy efficiency, air qualilystrial pollution, and
industrial safetyclimate changeadaptation ,labour law, antidiscrimination and gender equalitjgbour
protection and safety. International commitments the implementation offuropeanUnion Directives in
Ukrainian legislabn affect the conditions for EIP policytire country, which include the creation of general
national conditiongo encourageaesponsible businesses and cleaner industries.

The compaative analysis of the national conditions withb L 5 iht€réational recommendationdor EIPs
demonstrates thabne of the main gapexperienced irEIP development in Ukraine is that legal provisions
for IPs include prerequisites for industrial development and attracting investméittsough economic
conditions for operatingvithin IPs do not differ fronusual practicesthe conditionsare not in place to
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introduceanenvironmental and social perspective for EIP development and operatidniig there isalso a
lack of regulations for establislgraneffective park managemerstystem and master planning on a national
scale.

TheGEIPP Ukraineroject developeda roadmap of EIP policy implementatiom Ukraine to support the
activity of thelnterdepartmentalWorking Group on EIP policy developmésee below)which was officially
created byMineconomy

Based on themutual support andcollaboration between the GEIPP Ukrain®oject and! { NI Ay SQ&
Mineconomy, theGovernment outlined strategic provisions for EtRevelopmentat the beginning of 2021

On 3 March 2021, the Government of Ukraine adopted tKational Economic Strategy by 203@hich
includes the strategic course for industrial development and, among othersptbrequisites for EIP
development In particular the National Economic Strategy by 208@pulates thatthe Government will
provide financial support to officially registerédlsto scale up their economic, environmental and energy
performancein order to introduce and sustain the model &IPs In this way, the Government aims to
promote the EIP model, based on cooperation ambignants. Theabovementioned approach is defined
as the taslof achieving the strategic goal ofeatingnew production facilities through the stimulation of
innovativeenterpriseactivities in all regions of the country.

Based on the complex, multidimensional nature of EIPs andebemmendations featured in theJNIDO
Implementation Handbook foEIPS2021), a multistakeholder approach that wouddtbadencollaboration
and synergies was proposed within tistakeholder Mapping Report (2020yith the creation of the
working group on EIP policy develagentin Ukraine Based on th@roposalsmentioned,the Mineconomy,

by the Order ¢ 5 May 202] established the Interdepartmental Working Group for EIP policy development
in Ukraine(hereinafterthe IWG).

The IWG@Gimsto prepare recommendations and proposals to create a legal and regulatory framework for EIP
development in Ukrainelt comprises21 representativesfrom 15 institutions: the Committee of the
Verkhovna Rada of Ukraine on Economic Developméfineconomy the Ministry for Regional
Development, Building and Housijrthe Ministry of Financethe Ministry of Education and Sciendbe
Ministry of Energythe Ministry of Environmentthe State Agency for Energy Efficiency and Energy Saving
the Chambeiof Commerce and Industrthe Federation of Trade Unionthe Federation of Employerthe
State Enterpris@Office for Attracting and Supporting Investmef)tdhe Association of Ukrainian Citjgéhe
Public AssociatiodlvanoFrankivsk Regional Agrariahainbeg |y RuroperSBusiness Associatits

of 31 July2022, membership of the IWG is being updabgdVineconomy Specificallythe IWG will include
additional memberswvho are representatives of the Aronopoly Committeeof Ukraine and theNGO
LivingPlanet, bringing thetotal of institutionsinvolved to 17

The first (constituent) meeting of the IWGwas held on 23 June 2021 atetl to discussion between
Mineconomy and the Ministry for Territorial and Community Development of Ukrainelaborating the
Concept for the Development of IPs for 20212024. The second meeting of the IWG was held on
7 October2021 andwas a forum fodiscussion between the ministriesentral authorities and associations
on provisions of the IP Strategy with tiperspectiveof EIP development ithe countryto support the
achiexement of SDGs anthe decarbonization approachlhesecondmeeting of the IWGesulted in the
following outputs:

N the IWGapprovedthe EIP Palicy Action Plan;

n the IWG approved theeedto develop a draft Law of Ukraine on amendments to the IP duadvother
lawsin the countryfor the introduction of the EIP model;

N the IWG discussed the issues to be included in the dr&taRegy, namely provisions on thespective
for EIP development;

N the IWG was informed that the GEIPP Ukrdirggect would support the developmentf the strategy
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Thethird meeting of the IWG is planned foBeptember2022and will be aimed at discussj

N thedraft IP Strategy witlthe EIP perspectivier its finalzation prior to approval by the Governmeifthe
EIP perspective provisions developeithin the GEIPP Ukrairi&oject);

I the draft Law of Ukraine on amendments to the IP Law and other laws of Ukvainéroducing the EIP
model (developedvithin the GEIPP Ukrairi&oject);

I the draftproposalon establishing EIP Award in Ukra{developedwithin the GEIPP Ukrainedject).

' 1 NJ AWh&enamy notes thatthe IWG was createdinder the GEIPP Ukraine Project to prepare
recommendations and proposals ftre EIP policy and relevant framewomdineconomyappreciates the
support of UNIDO in implementing the EIP modehim country. The functioningof the IWGshowed that
this form of collaboration is effective for raising discussions between decigiakers and influering
associationsstimulatinginterestamongdifferent stakeholders on the EIP modile exchange of knowledge
2y OdzNNBy i ail h& éas comrbiNgtche pranbtior@ehdidevBlapmendf EIR, as well as
the coordination ofstakeholderaction for targeted EIP development.

In 2021, he adoptedLaw on Amendments to the Law of Ukraio®n IP€ (see Section 2expanced the
terminology of IPsand, inparticular, defines their activite IP is the area defined s initiator through
planning documentation and equipped with proper infrastructure, within which members of the IP can
provide economic activity ithe areas ofthe processing industry, waste manageme(with the excepton

of waste disposal)scientific and technical activiis and activities in the area of information and
telecommunications It should be noted that th021law amendmentsare in line with the International

EIP Frameworkas a result of the GEIPP UkraiReject raising awareness ancapacity-building activities

Among the changes, it is important to mention that teevironmental component was included in the IP
definition (see above). International experience demonstrates that the EIP concept is a valid and sustainable
approach to promoting environmental protection in existing and Hés(pagesl1l, 13, 15and 17 of the
International EIP Framewaork

The[ F 4 2y ! YSYRYSyida aPsginéullesjravigionsdrFsuppdrt faithe gedelogntenyt
of IP infrastructure which isalsoimportant for EIP developmenfsee Section 2)rhus, amendments foresee
state supportto create infrastructure for IPsand transform them into a driving forcéor economic and
industrial development through the introduction of leivestment incentives, whighn turn,correspond to
the tendenciesapparent in themodern world and increase the competitiveness of domdstgin attracting
direct investmentfor the creation of new industries.

The[ F 6 2y ! YSYRYSyida (2aPsofigedtheGoderrgngntolegtadlisiiayj@ ermimenftal
body to implement the policyin relation to IP operation before January 202fee Section 2)The
governmental body willalsoimplement the policyin relation to EIP operation issueslhecreation ofthis
body is in line with therecommendationsof the International EIP Frameworipagesl6, 31and38).

In addition the Law obliged the Cabinet of Ministers of Ukraine to adloptStrategy for IP development in
Ukraine(see Section Ayithin sixmonthsof the amendmentscominginto force.

Mineconomyrequested that the GEIPP UkrainBroject provide support for the preparation ofprovisions
on the ElPperspectivefor the draft IP Strategy In response, in consultation withternational expertsthe
GEIPP UkrairfgojectandMineconomytogether elaboratedprovisions on EIP development the country,
which are to be further approved by the Government as an integral part of |[Eh&trategy(Annex3).
International experts were involved the development oproposaldor the IP Strategynd theinternational
experience of UNIDO was considered, as well as Policy Gap Analysis {20Ztgkeholder Mapping
Report(2020)and the Road Map of EIP Policy Development in Ukraine (approved biy\t@e The GEIPP

<



https://geipp-ukraine.org/wp-content/uploads/2021/08/EIP-International-Framework-for-EIP-Version-2.0-1.pdf
https://geipp-ukraine.org/wp-content/uploads/2021/08/EIP-International-Framework-for-EIP-Version-2.0-1.pdf
https://geipp-ukraine.org/wp-content/uploads/2021/08/EIP-International-Framework-for-EIP-Version-2.0-1.pdf

Ukraine Projectalso helddiscussions witiMineconomy the Governmental Office of Refornand the
Ministry for Communities and Territories Development of UkraifMinregion) to develop the
abovementioned proposalen 2 and 30 November 202fespectively

Theproposalsdescribed abovéncludethe following provisionson EIRwhich were includedn the draft IP
Strategy”® on the adviceof the GEIPP Ukrainroject (published on the official webite of Mineconomyfor
public discussions

N in Ukraine,the implementation of SDGs, the Association Agreemeéntentions to join the
European Green Dealnd the National Economy Strategy by 20§ the foundationsfor the
transformation ofIPsinto EIPs while the EIPmodel is considered a tool to solve regional and
sectoral development challenges within the framework of sectoral strategies anotac@nomic
regional development strategies

EIP concept in draft
IP Strategy by 2030

Basic principle:

Encouraging

to concepts of development

"industrial park"

and “eco-industrial park of IPs towards

EIP model

EIP definition & criteria,
~__ deregulation to ensure
industrial symbiosis

Figure 2 Key provisions on EIP of the draft IP Strategy in Ukraine by 2030

N Thekey goals of the IP Strategyre (Figure 2):

Strategic Goal 1 improving the legal framework for the creation, operation and
development of IPs, including deregulation of certain types of business activitigs
IPs, toimplement the model of ElRtargeted to increase economic, environmental and
social indicators of their aciity, legislativedefinition and the practical implementation

39 https://www.me.gov.ua/Documents/Detail ?lang=ti#A&id=3270a004!37¢4187-833a

6fee78a11224&title=ProektRozporiadziniaKabinetuMinistrivUkrairproZatverdzhenniaStrategiiRozvitkulndustrialnikhParkivNaPeriodDe2030

i}

Roku

\



https://www.minregion.gov.ua/en/ministry-for-development-of-communities-and-territories-of-ukraine
https://www.me.gov.ua/Documents/Detail?lang=uk-UA&id=3270a004-437c-4187-833a-6fee78a11224&title=ProektRozporiadzhenniaKabinetuMinistrivUkraini-proZatverdzhenniaStrategiiRozvitkuIndustrialnikhParkivNaPeriodDo2030-Roku-
https://www.me.gov.ua/Documents/Detail?lang=uk-UA&id=3270a004-437c-4187-833a-6fee78a11224&title=ProektRozporiadzhenniaKabinetuMinistrivUkraini-proZatverdzhenniaStrategiiRozvitkuIndustrialnikhParkivNaPeriodDo2030-Roku-
https://www.me.gov.ua/Documents/Detail?lang=uk-UA&id=3270a004-437c-4187-833a-6fee78a11224&title=ProektRozporiadzhenniaKabinetuMinistrivUkraini-proZatverdzhenniaStrategiiRozvitkuIndustrialnikhParkivNaPeriodDo2030-Roku-

of the EIP model in Ukraine, includingeasures onndustrial symbiosis and cooperation
with local municipalities

Strategic Goal 9encouraging thelevelopment (transformation) of IPs based on the EIP
model

N One of thebasic principleof the IP Strategwas toensure a unified approach to the
understanding of the concegtof "IPh I FIR & 0 KSANJ ONRGSNRF Ay. ! 1 NI A

@ Implement EIP
p Determining EIP model by amending
‘* A CHEE : legal & regulatory
[ | compliance with ' Developing framework
them support
programs

Developing tools

Including EIPs in the ° EIP CONCEPT in DRAFT =i 5

stimulate and

P | OPERATIONAL PLAN | supportEIPs

higher educational

institutions ) 2022-2024 to IP STRATEGY

Identifying the Imolementin
Establishment & most promising - EIP .

operation of resources ] economic activities J pilot project
exchange platforms 4 A\ for EIPs

Figure 3 The draftOperational plan of the IP Strategy to be implemented in 202024

The draft Operational plan of the IP Strategy to be implemented in 22224 (Figure 3)includes the
following provisionsdirectly related to EIP implementation:

N developingamendments tothe IP Lawto introduce theEIPmodel;

I improvingthe legislative and regulatory framework for timplementation of industrial
symbiosiswithin IPsand EIPs

I developingaprocedure for determining the level of complianaéth ElPcriteria, as well as a
benchmarking systenas part of the EIP model implementation

N developingtools (incentives)to stimulate and support EIPandindustrial symbiosis, including
through budget funds, support tools with low impact on budgetsl progranmes to support
environmental, energefficient and resourcefficient projectsat state, regional and local levels,
as well as with the involvement tfie banking and financial sectr

N developing the state support programe for IPinitiators, management companies atehants
to pass procedures for determining compliance with management standand4gechnological
processes that are necessary for the recognitiofPesEIR;

I implementation ofElPpilot projects,




N including topicsuch a€lPsindustrialsymbiosis, resource efficiepand cleaner production in
the curriculum of higher educational institutions

N identifyingthe most promising economspheres andctivitiesfor EIPs

I promoting the establishment and operation of the platforms to exchange resources, secondary
raw materials and waste for the development of industrial symbiodigsrand EIPs

Thecurrent legidation on IPs is being considered by the Government as a basis for the implementation of
ElPsthroughout the country. The existing IP regulatory basis still lacks the necessary prerequisihes for
effective introdution of the EIP approach, arits related berefits, across the country. For instance, there
remain significant regulatory barriers to industrial symb&sind insufficient requirements to incorporate
environmental and social aspectstanlP development and operations. Another shortcoming relates to
regulationsfor the promotion of effective park management systems and master planning at the national
scale.

The further GEIPP Ukraioject activity will be aimed at reviemg and supporing an amendment of
policies (support to develop updated poli@nd regulation proposals within the IWG and withe
involvement of business representatives). This activity will provide policy advice to the relevant stakeholders
and, with their collaborationdraft updatedpolicyor regulation proposals to contribute the mainstreaming

of EIPsIn addition according to the needs of stakeholders, the preparation of tai@decapacitybuilding

and awarenessaising materials on EIP developmentwghin the scope of the GEIPFkrdine Project
activities(see Stakeholder Mapping Report (2028 Stakeholder Mapping Report Update (2021

It should be noted that th&lPapproachhas begurto be widelyrecognized by researches andbusineses
asa crucial approach for introducing principles of circular economycéaherproduction in UkraineThus,
the followingassumptions foElIPdevelopmentare consideredvithin scientific articles:

N in Ukraine,EIB can bea sustainable form ofnnovation parks; one of the conditions for advanced
sustainable development is the creation of a national progrenio support the transformation of
innovation parks into their environmental versions 2.0 and 3.0, as well as invastingenfieldEIP¥;

n EIPs can be a basis for recycling and revitalizatiorstalskng by Ukrainian industrial citfés

n the EIP model is tbe implemented in Ukraindor which there should badditional incentivegogether
with the promotion of benefitsfrom sustainable development projects

40 https://www.researchgate.net/publication/357643503 Towards_sustainable development in_aitttamsgconomy The case of eco
industrial _parks in_Ukraine
41 https:// ecsdevorg/ ojgindexphp/ ejsd article/ view/1301

42 https:// biz.nv.ual ukr/ expertd eko-promisloviparkiv-ukrajinichimozhlivece-noviniukrajini50117954html



https://www.researchgate.net/publication/357643503_Towards_sustainable_development_in_a_transition_economy_The_case_of_eco-industrial_parks_in_Ukraine
https://www.researchgate.net/publication/357643503_Towards_sustainable_development_in_a_transition_economy_The_case_of_eco-industrial_parks_in_Ukraine
https://ecsdev.org/ojs/index.php/ejsd/article/view/1301
https://biz.nv.ua/ukr/experts/eko-promislovi-parki-v-ukrajini-chi-mozhlivo-ce-novini-ukrajini-50117954.html

The Government dilkrainehas prioritzed the introduction ofthe EIP model in Ukraine according to the
National Economy &itegy by 2030The EIP model is expected to be based on ensweffegtive
managementas well as thecological, social and economic performancéRs

The GEIPP Ukraieoject support resulted irthe creation by Mineconomyof the officialIWGon EIP
policydevelopmentwhich gathered twiceapprovngthe EIP policy roadmagndagreang onthe need
to developamendmentsto the IP Law for introdcingthe EIP modelwhichis now under preparation
with the support of thepresentproject

In 2022 the legal framework for IPs was updated ardulted inthe amendnent ofthe IP definition
with new kinds of activitiessuch as the processing industry and waste managenstandng in line
with the International EIP Frameworks a result of theactivities of the GEIPP UkrainEroject. The
amendmentsalsoforeseethe development by Mineconomyand the approval by the Governmeruf
the IP StrategyMineconomy with the support of the GEIPP Ukraifeoject, is developing the
IP Strategy with the EIP perspective.

The draft P Strategyforesees strategic goamed atencouragng the development othe EIP model
and improving the legal framework to implement the model of EIP targeted to increase economic,
environmentaland social indicators of their activityhe draft OperationaPan for implementing IP
Strategycontains detaileagneasures for EIP developmemthich have beeelaborated with thesupport

of the GEIPP Ukrairf@roject.



https://geipp-ukraine.org/wp-content/uploads/2021/08/EIP-International-Framework-for-EIP-Version-2.0-1.pdf

4. EXISTING FINANCIAL AND NON
FINANCIAL SUPPORT AND
NCENTIVES RELATED TO THE
DEVELOPMENT GRS

This section includes information on existiiigancial andnon-financial incentives fothe development of
EIPs in Ukraine by four groups of International receendations for EIPs (Park management, Ecological,
Social and Economic performance; AnBgxas outlined in the GEIPP Ukraine Project document:
e nonfinancial incentives shall refer to the legal and regulatory frameworks for the advancement of
EIPs;

e finandal incentives shall refer to tax and customs stimulus, direct financial support and progsam
at national and regional levelss well as available market mechanisms to attract economic and
finandal support.

According to thelnternational Guidelines for Industrial PafRsthe most common incentives iiPsare
subsidized serviced land and infrastructure. Fiscal incentivedsaréraquently offeredwhile direct financial
incentives ardess common

Consideringhe provisions of the International Guidelines for Industrial Patke, key principles for EIP
incentives shouldeflect the following
> incentivesare tod S | LI&JY W SIaliry public costs
eas of useandtransparercy;,
the measurableimpactof incentives
relevarce to the specific conditions,resources and comparativeadvantages (e.g. location,
infrastructure, sectors)
e incentives mustonsider the international rulesbased investment framework

@ D @D D

The ight incentive structuredomprising bothfinancial and noffinancial incentives) is one of the success
factors for EIP developmetitincentives can be as simple as legalisments or simplyfinancial incentives.

43 https:// www.unido.org/ news unido-publishesinternationatguidelinesindustriatparks
44 Mid-Term EvaluationGlobalEceIndustrial Parks Programn{€EIPR)December 2021 (Section 4.2.b)

&
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Among different stakeholder groups, the Government and its agencies are expected tothdjiegjulatory
framework and create incentives for IPs to become €IPs

This section considers thahe draft IP Strategwith the EIP perspective is based ensuring aunified
approach to the understanding of the concept dfP¢ and EIF in Ukraine which specificalljassumeghe
possibility of potential EIPs usg existing benefits for IPsThe draft IP Strategy also assumes that more
supporting mechanisms will be developed for EIPs.

While developing and implementingon-financial incentiveswhich refer to the legal and regulatory
frameworks for the advancementf &IPsthe challengeof assuringcompliance withegal and regulatory
frameworks*® should be notedLegal and regulatory frameworkbat are too strictdo not helg whileit is a
OKIftSy3asS G2 TFAYR { kdvrot hiddl Sticki> oA deSgly QBdam §é edubtgry d
framework which is not only based on penalties in the case ofoompliancebut alsocreates arincentive
culture. If the regulatory framework has a conducive incentive structthiss can becoma success factor.

In addiion, any changeo the regulatory frameworkake a long timeo occur.

According to theGEIPMid-Term Evaluationthere is no certainty that théegal and regulatory frameworks
Fd yFradAz2ylf tS@St BN Sy RS dndthe @dnfyi\BHRE paligy effosfs néed o't
continue, measures should be considered in each country on how to achieve broader addgsioite
unfavourableor imperfect regulatory frameworks at the national levglcal governments and municipalities
canperhapsmitigate some of the disincentives ohfavourablenational regulations.

o A &

. Yes

.No

Diagram 1 Sufficiency of financial and economic opportunitiestirdevelopment

in Ukraine (left); sufficiency of awareness and understanding in Ukraine on how to
establish new (greenfieldelPsand to operate them dentre); sufficiency of
awareness and understanding in Ukraine on how to transform exig®isigto EIPs
(brownfield) (right)

Source: Interviews with stakeholders

45 Mid-Term EvaluationGlobalEceIndustrial Parks Programn{€EIPR)December 202{Section 4.2.a)
46 Mid-Term BvaluationGlobalEcolIndustrial Parks Programn{&EIPR)December 2021



Most ofthe respondents saidescribed dow level of awareness and understanding in Ukraine on how to
establish new (greenfieldiEIPsand operate themas well aslack of awareness and understanding loow

to transform existinglPsinto EIPs(brownfield) (Diagrani). Meanwhile, only 1percentof respondents
believethat there are enough financial and economic opportunities the developmentof EIPSn Ukraine.

Reconstruct damage msustainable way
Sustainability to enter new markets

Competitiveness of production
Resilience tduture market shocks

Higherproduction quality standards

Attract support and green financing and
internationalinvestments

Reducing environmental footprints

Efficiency gains and cesffectiveness to enlarge
the profitability of abusiness

Support of the community
More responsible image
Avoid norcompliance in the long run

Diagram2. The notivation for adopting an EIP approach for IPs in Ukraine
Sourceinterviewswith stakeholders

The interviews with stakeholders showed thiie leadingmotivating factor behind theadopton ofan EIP
approach for IPs in Ukraine aaétractingF A y I YOA I £ adzLIR2 NI X Ga3INBSYyE FAYLY
to reconstruct or improve business and tex® environmental footprints (Diagra). Having that reducing
environmental footprints also among the most motivation factorgppearsthat a more responsible image

of business companies for national/regional/local governmeintsUkraine will be created through
sustainable industrial operations that provide environmental protection, climate change mitigation, resource
efficiency and higher social quality standardsaddition respondentdelieve thatthe EIP approach can lead

to more respondile image andhigher sustainabilityin terms ofentry into new markets (e.gWestern
European markets), as well asgairing cost efficiency to enlargéhe profitability of business (including
redudng environment taxation payments).

60 percent of respondentsbelieve that incentives
and support are more relevant to developg new
EIPs (greenfieldwhile40 percentsaythat support

is needed to adopt EIP practices in existing IPs
(brownfields) in Ukraine

92 percent of respondents think thatiPsand EIPs
can be ai étlysolutioné for many companies that
are relocathg to Western Ukrainedue to the
consequences of the military conflict

































































































































































































































































































