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Section 1. Overview of the current economic landscape in
Ukraine
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UKRAINE

Assessment of economic impact as a result of military

aggression

UKRAINIAN GDP TRANSFORMATION
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CHANGES OF VALUE ADDED GENERATED BY SELECTED SECTORS OF THE UKRAINIAN ECONOMY, 2022

(COMPARED TO 2021, IN FIXED PRICES)
Sectors dominated by

Governance, defense and social % the government
protection is the only sector decreased relatively
that demonstrated growth less
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Before the war Ukraine held the position of
the 53rd economy globally based on nominal
GDP. In 2022, Ukraine's GDP amounted to
3,866 billion UAH.

After the russian invasion, the sectoral
structure of Ukraine’s economy reshaped, with
an increasing share of the governance and
defense sector.

The decrease in the agriculture sector was
provided by sea blockades and missile attacks
on port infrastructure.

The industry and utilities sectors also
decreased as factors of main industry regions
are near the frontline and destruction of
industry infrastructure in Mariupol, and
others.




o N
Uﬁﬂ%\é UNITED NATIONS

W INDUSTRIAL DEVELOPMENT ORGANIZATION
=N

’

UKRAINE

Assessment of destruction as a result of war

TOTAL AND SECTORAL LOSSES FROM MILITARY OPERATIONS. USD BILLION

Damage caused by USD

135 billion.
Regions most affected by military operations -
Donetsk, Kharkiv, Luhansk, Zaporizhzhya, Kyiv
and Kherson regions.
”””
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Housing Transport Energy Industry Agriculture Education Tourism  Water supply Municipal

services

Includes direct damage to infrastructure and
buildings

COMMENTS

* Despite the limited areas of active hostilities,
missile attacks cause great damage to
industry, infrastructure and other assets.

* This leads to a complete or partial halt in the
activities of a significant number of enterprises
and institutions, which, in turn, results in
significant indirect losses of sectors from
russia's military aggression against Ukraine.

* The largest share in the total amount of
indirect losses belongs to the assets of
enterprises and industry — $28.7 billion, in
second place — the agro-industrial complex
and land resources — $23.4 billion. Another
$23.3 billion was in indirect losses caused to
the trade sector.
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UKRAINE GLOBAL ECO-INDUSTRIAL PARKS PROGRAMME

As a result, Ukraine faces the next challenges

Mining of territories

More than 174 thousand square
kilometers mined areas, including
agricultural land

N

Demolition waste

N

In total, 167.2 thousand housing
facilities were destroyed or
damaged as a result of hostilities, of
which 147.8 thousand. — private
houses; 19.1 thousand tons — multi-
apartment buildings, another 0.35
thousand sg.m. — dormitories.

~

Current challenges bring indirect losses ranging from USD 564 billion to USD 600 billion

Between 6 and 8 mn Ukrainians
migrated abroad, which led to a

22% reduction in the labour force.

Destruction of critical infrastructure

The energy sector suffered direct
losses of $8.1 bn, equivalent to
5.6% of total direct losses.
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The need for recovery is USD 411 billion, according to the

RDNA 2

TOTAL AND SECTORAL RECOVERY NEEDS, USD BILLION RECOVERY NEEDS, BY REGION

Mykolaiv
Total need for recovery
USD 411 bin.

e 13% Donetsk

Luhansk

Kharkiv

Transport Housing Energy Social Demining Agriculture Industry Healthcare Other

protection

Reconstruction principal “build back better" and
includes damage and partially costs

COMMENTS

* The assessment of recovery needs was
carried out at the cost of restoration -
that is, taking into account the needs
for technological modernization, the
principle of Build Back Better

* The recovery period can take from 15
to 25 years, this is influenced by
several factors:

1. Duration of hostilities;

2. The level of mining of territories;

3. Support from international partners

4. Speed of implementation of reforms




Section 2. Overview of current state of EIP development
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The current state of development of industrial parks in
Ukraine

Currently, Ukraine have 65 industrial parks, with only 11 of Most of the industrial e . .
them in operation, most of them located in the center and the parks are in communal va'd'n?n'frr‘gsut?ggbPearks with
western region of Ukraine. ownership and only on
documents

According to the international rating Doing
Business, Ukraine ranks 130th out of 168 in
terms of the level of connection of Industrial
Parks to engineering networks.

12
1. Roads have been built — 61% of industrial
parks.

2. Electricity, water supply, sewerage — 30% of
industrial parks are connected

3. Gas supply is connected - 24% of industrial
¥ communal property parks

[ Private
B Mixed 4. Existing railways — 18% of industrial parks
ix

State
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Sectoral structure of registered Industrial Parks

Number of registered Industrial Parks in accordance with the concept of COMMENTS
activity
65  Furniture production - the main regions of
Western Ukraine. The growth of the furniture
B Production of furniture 60 business is accompanied by an increase in
¥ Machine building export share, availability of raw materials,

25 regional proximity to major markets, Poland,
Czech Republic, Germany

"7 Textile industry
Food Industry « Machine building — the main regions are
¥ chemical Industry Western Ukraine. These industrial parks are
I Building materials mainly engaged in the production of
components for the main factories, which are
25 located in Slovakia and the Czech Republic.

5 * Food industry — Western Ukraine. Trends
10 towards the growth of Industrial Parks in this
direction began at the beginning of the

15

9 direct t
h invasion, due to limited access to port
- - - . . infrastructure, which led to the construction
—m ﬂ of other logistics chains

2015 2016 2017 2018 2019 2020 2021 2022 2023
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Currently, there are two types of initiatives In

Ukraine: fiscal and financial

Amount of state financial support for the arrangement of Industrial Parks,
UAH

57 000 000

2020, the Covid, the funds were used to fight the

pandemic It was planned to

allocate UAH 400
million for 2022,
but with the
beginning of the
war, these funds
were directed to
other purposes

1 300 000
1 000 000 1 300 000 1 400 000 2 000 000 0 0 0
I
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2015 2016 2017 2018 2019 2020 2021 2022 2023

COMMENTS

Financial initiatives — financing the arrangement
of the industrial park with the necessary utilities
through the State Fund for Regional
Development

Fiscal initiatives - benefits for the payment of
local taxes and fees, including real estate tax, land
tax, abolition of the tax on the import of
equipment.

Due to the inconsistency of regulations, fiscal
initiatives do not work in Ukraine

10
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Analysis of current barriers that inhibit the development of

Industrial Parks

WAR-RELATED

Problems in the Military Risk Insurance System.
It was argued that international insurance
agencies do not have the practice of insuring
military risks, which creates a failure in the
entire system of business insurance

Insufficient labour force, which is connected
with mobilisation and outflow of people
abroad.

Inefficient methods of booking workers create
a large outflow of competent people in their
field.

Power outages in business operations. Missile
attacks can damage critical infrastructure
facilities.

FINANCIAL

High loan rates of 20% do not make it possible
to attract funds from banking institutions. The
reason is the conservative policy of the
National Bank of Ukraine in the conditions of
the conflict

Lack of financial provision of engineering and
transport infrastructure for the development
of the territories of industrial parks from the
state. According to the Law on Industrial Parks,
the City authorities must provide the sites with
all the necessary engineering solutions, but in
practice, companies attract additional funds
for this.

Finding financing for the construction of
engineering and transport infrastructure and
its connection or connection to external
networks.

LEGAL

Lack of up-to-date urban planning
documentation in terms of development
strategy, planning and zoning of territories.
This is caused by the lack of initiative on the
part of local authorities

The provision of tax benefits cannot be
implemented due to the presence of state aid
and The absence of a sub-legal regulatory
framework and a mechanism for coordination
with the Antimonopoly Committee of Ukraine
(AMCU).

A company engaged in property rent is
ineligible for preferential financing. The Law of
Ukraine "On Small and Medium-sized
Businesses", in particular Article 13

The long and bureaucratic process of obtaining
permits in Ukraine.

11



Section 3. Recommendations and outcomes
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Recommended list of initiatives that should be implemented

at the national level

FINANCIAL WAR-RELATED

Expansion of Military Risk Insurance Programs |
| Supporting the expansion of military risk
insurance programs through collaboration with
the World Bank will provide a safety net for
industrial enterprises. This expansion will
mitigate the economic risks associated with
war-related events.

Expansion of the upper limit of lending of the |
5-7-9 Scroll Programs | Considering the | |
expansion of benefits under the 5-7-9 scroll I I
programs for Industrial Parks will provide
increased financial support. Current upper limit | |
is 60 min UAH. | |
Address-Specific Payment for Workplaces | I I
Introducing targeted payments to companies Optimization of Workforce Reservation
for each job created in Industrial Parks will have l System | Establishing a clear workforce l
a positive impact on employment rates | reservation system will ensure the availability |
Special 0% Credit Programs | Developing and I of skilled workers. This optimization will I
implementing special 0% credit programs for minimise the impact of workforce outflow,
Industrial Parks will reduce the financial burden I supporting the continued operation and I
on businesses | growth of businesses within Industrial Parks. |
State Target Financing Program for I I
Infrastructure | Approving a state target
program for financing infrastructure and site l l
preparation will stimulate IP development. | |
| |
1 1

LEGAL

Regulatory Compliance for AMCU | Adopting
necessary regulatory documents for the
Antimonopoly Committee of Ukraine (AMCU) will
streamline the process of obtaining benefits for IPs.
Amendments to SMB Law | Amending the law on
Small and Medium-sized Businesses (SMB) to
facilitate preferential loans for IPs will provide a
financial boost to support the growth and
development of Industrial Parks.

Update Building Norms | Updating building norms,
including the adoption of global BOMA standards,
will align Ukraine's regulations with international
best practices.

Streamlining Permit Processes | Reforming the
permit processes for construction and electrification
will significantly reduce timelines.

Deregulation of VAT Refund | Implementing an
electronic VAT registry will expedite tax refund
procedures during construction..

13
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Recommended list of initiatives that should be implemented

INDUSTRIAL DEVELOPMENT ORGANIZATION

at the regional level

Update of Regional
Strategies

| p i~,

[

1. Review and update of
regional strategies, taking
into account the defined
economic concept of the

region.
2. Assessment of the
availability of the relevant
workforce and exploration
of possibilities to ensure it

Revision of Urban
Development Plans

1. Revision of urban
development plans with a
clear focus on defined
economic development
directions.

2. Zoning and development
of strategies for the
designated territories.

Compilation of a List
of Land Plots

Wi »
1. The initial step is
compiling a cartographic
database with information
on available land, including
location, size, natural
conditions, and
infrastructure.

2. Evaluation of existing

infrastructure and the

possibility of rapid provision
of required utilities.

Establishment of a Business
Attraction Office

0000

1. Establishment of a
regional office dedicated to
attracting businesses.
Existing regional
development agencies do
not have the necessary
functions to implement this
initiative.
2. Definition of tasks and
functions for the effective
engagement of enterprises.

Simplification of
Industrial Park Processes

Q 0'0
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1. To obtain the permits
necessary for the operation
of an industrial park, it takes
140 days. This includes
obtaining a construction
permit, approval of the
engineering.

2. Implementation of
measures to expedite the
process of obtaining licences
and other necessary permits.

14
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Measures for national and local government to create an
Inclusive green society in the context of green recovery

Professional "developer
literacy" for experts and

:____%

On an ongoing basis, train

specialists of local

communities and other
industry participants in
professional "developer

literacy";

Development of Educational
Programs for Local
Communities

Recovery of the
critical infrastructure

Recovering regions and the
industrial parks located on
their territories should
focus on the reconstruction
of the key damaged
infrastructure, as well as
ambitious long-term
projects in industries that
require durable
preparation.

Develop and implement
educational programs for
local communities to attract
funding. Expand initiatives
aimed at financing research
and projects among youth
through programs such as
Comfar. Conduct training in
the Prince 2 methodology
for local governments

Development of a business-
friendly environment

Supporting regions and the
industrial parks located on
their territories should re-
orient their economies to
support the economy in the
state of war with means of

production, repairing, and
manufacturing activities.

Marketing of local
incentives
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The Rear region should focus
on the delivery of projects
focused on long-term
commitment and adaptation
to the skills of IPs and
relocated enterprises. The
industrial parks in the rear
regions can focus on
"nearshoring" - the relocation
of new green productions.

15
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Financial Resources for Post-Conflict Opportunities in
context of Green Recovery

Available Financial Resources Potential Financial Resources in Recovery Process

Grants within Ukraine Facility
Range from EUR 2.5 billion to EUR 16.7 billion annually

LIFE Program (EU Financial Instrument)
Budget: 5.4 billion euros for the period 2021-2027.

Horizon Europe Program
Grant: 35 million euros.

Loans within Ukraine Facility
Amount: EUR 8.25 billion per year.

USAID "Competitive Economy of Ukraine" Program
Amount: 20 million dollars.

Frozen Russian assets to pay for damage
Amount: range of 300 to 500 billion US dollars

Ukrainian Climate Fund
Annually budget from UAH 50 to 60 billion

Climate Innovation Vouchers grant programme.
Maximum value of EUR 50,000

Ukraine Decarbonization Fund
Amount: UAH 1.35 billion annually

The Ukrainian grant program, "ERobota,”
The financial support ranges from 2250,000 to 28M.

16
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PANEL DISCUSSION 1

Eco-Industrial Parks in the Context of Green Recovery
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EIPs development in Ukraine: challenges and opportunities
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