
Ukraine Financial Sector Technical Assistance  
Final Output  

TA-P132228-TAS-BB 

 

Project Development Objective: 

The objective of this Technical Assistance was to continue to support the Ukrainian 

authorities to build a more sustainable, resilient, fair and transparent financial sector. This 

TA also helped the Government of Ukraine to implement policies and actions toward 

programmatic lending support. Specifically, the proposed TA was designed to: 

 Further promote the privatization of Kyiv Bank and Ukrgasbank and the resolution of 

NPLs through Rodovid Bank,  

 Strengthen institutional capacity of the Deposit Guarantee Fund to carry out 

effectively its new mandate as bank resolution agency, 

 Assist in developing the institutional and legal framework for Financial Consumer 

Protection function, 

 Improve financial sector supervisory capacity and compliance with international 

standards of effective supervisory practice, and 

 Monitor and respond quickly to challenges as they arise in the financial sector. 

 

Overview of Activities and Preliminary Results in FY13: 

Reforms in Ukraine’s financial sector have made progress during the past year with 

assistance of World Bank’s technical assistance.  

 The Ministry of Finance has developed a terms of reference for privatization advisor to 

sell its stake in state-recapitalized banks; draft legislation on the transfer of non-

performing loans from state recap banks to a sanation bank and related tax treatment have 

passed first Parliamentary reading; and in the meantime, asset growth of the state-

recapitalized banks has been reined in to 0-5 percent.  

 The Deposit Guarantee Fund has taken on not only the legal mandate as bank resolution 

and liquidation entity, but has built up the staff base and developed skills and capacity to 

better tackle these challenges as seen during two recent resolutions. This work has also 

been supported by FIRST-funded TA project P144089. 

 Policymakers and market participants have benefitted from ready access to Bank 

expertise in the development of draft legislation and regulations.  

 Financial sector participants, policymakers and regulators have benefitted from Bank 

advice and convening power to examine the framework for financial consumer 

protection, put forward and get adoption of a strategy, and develop for COM 

consideration an Action Plan. 

 The capital markets regulator has benefitted from expert advice in submitting application 

to IOSCO to become signatory to the Multilateral Memorandum of Understanding, and in 

undertaking a self-assessment of their supervisory practices against IOSCO Principles.  

 

Description of Outputs of Financial Sector TA during FY13: 
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Since the Government of Ukraine increased significantly its ownership of financial 

institutions during the crisis, the work of unwinding state ownership and resolving non-

performing loans has been key to reinvigorating financial sector growth. Exiting state 

ownership through sale of Kyiv Bank and Ukrgasbank, unwinding through asset sales of 

Rodovid Bank, and strengthening the newly-established bank resolution capacity of the Deposit 

Guarantee Fund are considered key policy priorities for any potential development policy 

operation. World Bank has engaged with Ministry of Finance to assist with identifying a 

privatization advisor and advising on enabling legislation to facilitate systemic NPL resolution. 

In Q12013, non-performing and restructured loans in the system were projected at around 35-

38% of the total loan portfolio – about on par with 2012 figures. Legal changes related to transfer 

of NPLs have passed the first reading in Parliament. Draft legislation to facilitate sale of 

distressed assets in general from the banking system has also been developed. 

 

As the banking sector remains fragile, with foreign banks reducing exposures in Ukraine, 

flat levels of lending and very high costs to mobilize deposits, in this environment, the role 

of banking supervisor is critical. The NBU continues to work toward better implementation of 

consolidated supervision and application of Basel III methodology. In the second half of FY13, 

the Bank team worked closely with IMF team and NBU supervision and stability departments in 

examining stress test results, preparing for external diagnostic audits of banks, and advising on 

stability and supervisory policy questions.  

 

A new law on the deposit guarantee system was passed in February 2012 and took effect in 

September, transforming Ukraine’s deposit guarantee fund from a pay-box structure to a 

bank resolution agency. DGF has benefitted from World Bank technical assistance to build 

capacity to perform this expanded role effectively.  New regulations for bank resolution have 

been developed, practical approaches to resolution and liquidation-planning have been made, 

additional tools such as transit bank and purchase-and-assumption have been prepared in 

legislation, back-up funding mechanism with MOF established, methodology to collecting 

banks’ premiums implemented, and long-term institutional development plan created. These 

efforts have benefitted from World Bank advice and guidance through this TA project. 

 

The Bank continued to play an instrumental role in convening market stakeholders to 

advance a Strategy (endorsed by the President) and an Action Plan (under COM 

consideration) for Financial Consumer Protection in Ukraine. At the request of authorities in 

November 2011 and February 2012, the World Bank conducted a diagnostic study of Consumer 

Protection and Financial Literacy in Ukraine, and assessed CPFL against international good 

practices. The World Bank hosted and contributed to the working group’s workshop on 

September 25-26, 2012, and helped the group to develop an action plan to address financial 

consumer protection. Through this TA project, the Bank has provided the working group, banks 

and other financial institutions, and policymakers with guidance about advancing this agenda 

further. 

 

In the course of this TA, the Bank has also engaged policymakers and financial sector 

stakeholders in other efforts to strengthen the financial sector and business environment. 
For example, the team has provided guidance on a draft law on credit histories and the banks’ 

and credit bureaus’ initiative toward “One Point of Access” for credit history information. The 



team has contributed to policy discussions and commented on draft legislation about facilitating 

sales of distressed assets and related taxation questions. The team has discussed with collection 

companies the professionalization and appropriate regulation and supervision of this sector. The 

team has commented on the Law on Minority Shareholder Rights, as well.   

 

In addition, the regulator for capital markets has been striving toward greater compliance 

with international standards of effective supervision, and aims to become a signatory to the 

IOSCO multilateral memorandum of understanding (MMoU). As such, the regulator has 

been working to create and improve information-sharing agreements with other regulators and 

cooperative arrangements with enforcement agencies, and to assess and improve its own capacity 

through a self-assessment against the IOSCO Principles of Effective Supervision. Further legal 

changes have been introduced to allow the regulators to trace ultimate ownership of banks, 

which will facilitate consolidated supervision of financial conglomerates and monitoring of risk 

concentration, especially toward related parties. In the course of an assisted self-assessment of 

NSSMC against the IOSCO principles, provided by this TA project, the Bank has helped 

NSSMC identify the institutional and capacity constraints that it will address in order to meet the 

signatory requirements of the IOSCO MMoU.  

 

Team: 

The technical assistance team was coordinated by Colleen Mascenik Financial Economist, 

ECSF1; with supervision by Alex Pankov, CSC for Ukraine, Belarus and Moldova; and 

participation and analytical support from Natalia Lutsenko and Yevhen Hrebeniuk, Financial 

Sector Consultants. The team also has included:  

 Andrew Lovegrove, banking specialist—consultant;  

 Claire McGuire, FFSAB, David Bufton and Djurdjica Ognjenovic—consultant, deposit 

insurance and bank resolution experts;  

 Johanna Jaeger, David Thomas—consultant and Tomas Prouza, ECSF1, experts in 

financial consumer protection;  

 Vahe Vardanyan, financial sector specialist, ECSF1; John Pollner, lead financial 

specialist, ECSF1; Javier Suarez, senior financial sector specialist, ECSF1; and  

 Richard Pratt—consultant, capital markets supervision expert. 

 

Counterparts: 

During the course of the TA, the consultants worked in close cooperation with the following 

counterparts: 

 Ministry of Finance, Department of Financial Policy 

 Deposit Guarantee Fund of Ukraine 

 National Bank of Ukraine, management, Banking Supervision & Monetary Policy Depts 

 National Securities and Stock Market Commission of Ukraine 

 National Association of Banks of Ukraine 

 Working Group on Financial Consumer Protection (COM, Verkhovna Rada & private 

sector) 

 Working Group on Credit Bureaus (FLIFI and credit bureaus) 

 Working Group on Distressed Assets Sales (NABU & FLIFI) 

 Verkhovna Rada Committees-- Banking and Financial Services, Tax and Customs Policy  



 Forum for Leading International Financial Institutions 

 American Chamber of Commerce, Financial Services Committee 

 European Business Association 

 As well as IFC, IMF, development partners and other donors  

 

 

Archives: 

These items are archived in WBDocs project file for this project: TA-P132228-TAS-BB,  for 

reference. 

 

Areas for Further Assistance in FY14: 

In light of the work done in FY13 and results and continuing challenges identified, the following 

areas are suggested for further technical assistance in FY14. 

The Bank should continue to assist authorities with unwinding state ownership in recapitalized banks in order 

to reduce state exposure to losses and promote efficiency in the market. TA in bank privatization should continue 

and should include advisory services aimed at a transparent, competitive tender process for privatization advisor, 

further preparations of recapitalized banks for sale, assisting the MOF to merge Kyiv Bank and Ukrgasbank or to 

liquidate Kyiv Bank, further assisting recapitalized banks with transfer of non-performing assets to sanation bank. 

 

Strengthen NBU’s internal capacity to conduct macro-prudential supervision and coordination together with 

GoU, DGF, and other financial sector regulators, of financial stability. The Bank should provide technical assistance 

with carrying out stress testing in the banking sector, provide further help with developing the terms for hiring 

external diagnostic audit, assist in coordination with other financial sector regulators and authorities, provide 

guidance with implementation of capital requirements, assistance with enforcement of disclosure of ultimate 

ownership and provisioning rules. Depending upon commitment from NBU to undertake this TA, the work could 

also be supported by resources from the Vienna Center. 

 

Further strengthen institutional capacity of the Deposit Guarantee Fund to carry out effectively its new 

mandate and to ensure depositor confidence.  The World Bank should provide further TA and policy support in 

FY14 to address: improving approaches to managing capital and liquidity, targeting an appropriate funding ratio, 

improving coordination with NBU to take early action on problem banks, addressing discrepancies in the law that 

inhibit bank resolution and asset sales, and building up capacity for valuing and selling distressed assets.  There is 

strong potential to get additional resources from FIRST trust fund in the form of a second TA grant to further 

support this work. 

 

Help authorities develop the legal and institutional framework to implement financial consumer protection, 

beginning with the largest part of the financial sector: banks. In October 2012, the Cabinet of Ministers approved the 

Strategy of Reform of Financial Consumer Protection and Financial Literacy in 2012-2017 developed by the 

Working Group with inputs from World Bank and USAID-FINREP. Now, the Strategy is incorporated as an action 

item in the President’s National Plan for Economic Reforms. The World Bank is working closely with authorities 

and financial regulators to plan next steps for implementation of the Strategy.  The Bank should continue to help the 

Working Group and National Bank of Ukraine to build the legal and institutional frameworks to implement financial 

consumer protection, beginning with the banking sector, and including: (a) establishment of the market conduct 

mandate of NBU; (b) development of clear rules for banks’ disclosures; (c) establishment of an independent, out-of-

court dispute resolution mechanism; and (d) further promulgation of national program on financial literacy (in 

cooperation with USAID-FINREP2). Depending on the commitment from NBU to undertake these steps, there is 

strong potential to unlock additional resources from a Swiss trust fund (SECCO) to further support development of 

legal and institutional framework. 

 



Promote resumption of lending by improving the environment for intermediation. In collaboration with 

financial sector stakeholders, this involves improving the policy environment and information infrastructure to 

improve access and reduce the cost of finance. In order to promote the resumption of bank lending and to increase 

access to finance in Ukrainian economy, additional TA should work aims to address a few bottlenecks. Foremost, 

the Bank should provide policy advice about improving market infrastructure, including credit history bureaus. 

While expansion of the private bureau coverage from 17% to 23.3% of adult population was positive development, 

the consolidation of bureaus is needed. Currently there are 5 private credit bureaus operating in Ukraine each 

offering only partial information. The system needs an information aggregator, quality-control function, and 

facilitated access to banks to a unified platform of credit information. In addition, other policies to improve 

information infrastructure and promote access to finance will be considered. 

 

 


