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USAID’s Direct Budget Support to Ukraine

Russia’s invasion of Ukraine in February 2022 has caused devastating economic and social
consequences for Ukraine and its people. The International Monetary Fund estimates that
the Government of Ukraine (GOU) requires $5 billion per month to continue to operate.
In response, the U.S. Government (USG) has appropriated $13 billion in direct budget
support (DBS) for the GOU as of October 2022." These contributions administered
through USAID support non-security general budget expenses, including salaries for civil
servants, teachers, health care workers, and other government employees, and social
spending needs, including pension expenses and payments to internally displaced persons.

World Bank Trust Funds Timeline of USAID DBS to Ukraine
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use trust funds for mutual strategic priorities. The World Bank
establishes trust fund financing arrangements with contributions
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from one or more donors, through a multi-donor trust fund USAID provides $500 million to the World Bank MDTF
(MDTF) or single-donor trust fund (SDTF). for co-financing of the Ukraine Second Economic
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USAID provides $1.7 billion to the World Bank Special
Transfer to Ukraine SDTF.
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' The Additional Ukraine Supplemental Appropriations Act, 2023, enacted December 29, 2022, authorized use of additional funds for direct budget sup-
port to Ukraine. Once obligated, USAID OIG will analyze associated monitoring and safeguarding mechanisms for funds administered by USAID.

Information presented in this brief is sourced from various USAID, USG, and World Bank documents and is intended for informative purposes only.
For more information, contact USAID OIG’s Congressional and Public Affairs Division at OlGLegaffairs@usaid.gov.
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MDTF for PEACE

Special Transfer to Ukraine SDTF

MDTF Second Economic Recovery

Trust Fund Use

World Bank trust funds support critical GOU needs like salaries, government institutions, and social services.

* Wages of non-security sector government employees and
school employees;

¢ Grants to internally displaced persons;

¢ Health worker and first responder salaries;

¢ Pensions and social assistance payments.

o Critical healthcare services.

¢ De-monopolization and anticorruption
institutions;

Strengthening of land and credit markets;
Bolstering the social safety net.

World Bank and GOU

Responsibilities and requirements include overseeing expenditures, progress reporting, and financial audits.

Under MDTF for PEACE, the World Bank process includes:
¢ Reviewing expenditures before reimbursing the GOU.

e The GOU Ministry of Finance (MoF) providing detailed
verification of expenditures.

e The MDTF for PEACE team reviewing spending reports
for irregularities before release of funds.

The World Bank provides to USAID’s Bureau for Europe
and Eurasia (USAID/EE) and other donors:

v Bi-annual implementation status and results reports, pre-
pared by the MDTF for PEACE team based on GOU MoF
reports.

v Monthly verification reports on funds use, reimburse-
ments, and confirmation that GOU followed verification
protocol, prepared by the MDTF for PEACE team based
on review of GOU expenditure reports (includes checks
for irregularities).

v" Annual financial statement audit and tests to review con-
trols and procedures and verify eligibility of expenditures,
prepared by an independent audit firm.

v Annual progress report and final progress report, pre-
pared by the World Bank trust fund task team.

Under this SDTF, World Bank accountability
procedures do not apply after funds are
received by the GOU.

Thus, USAID directly negotiated accounta-
bility mechanisms with the GOU in a sepa-
rate USG-GOU agreement.

This agreement requires GOU to provide to
USAID/EE:

v Certification that funds were disbursed
and identification of specific uses of the
funds by each ministry within 30 days of
execution, and thereafter in 30 day incre-
ments.

v Progress reports detailing the results
achieved from the uses of these funds
every 90 days.

To ensure the financial security of funds un-
der this MDTF, the World Bank will:

¢ Manage the flow of funds;

o Supervise the MDTF grants under the re-
quirements of World Bank operations.

The agreement between USAID and World
Bank requires the World Bank to provide
USAID/EE and other donors:

v Annual single audit report, prepared by an
independent audit firm at the end of each
year that assesses the World Bank’s overall
control framework around trust fund finan-
cial reporting.

v" Annual written progress report, prepared
by the World Bank trust fund team.

v Final narrative progress report, prepared
by the World Bank trust fund team within
6 months of the end disbursement date
that describes cumulative achievements
over the life of the fund.

USAID

Responsibilities and requirements include overseeing monitoring and safeguard mechanisms, reporting, and third-party monitoring.

Third Party Monitoring (TPM)

v USAID’s mission in Ukraine manages a TPM contract.

systems that control budget support expenditures.

Applies to MDTF for PEACE Special Transfer to Ukraine SDTF, and MDTF Ukraine Second Economic Recovery

v TPM contractor reviews GOU’s controls, procedures, and systems; conducts spot checks; and reports on transparency and accountability of GOU

Reporting to Congress (PL 117-128)

Applies to MDTF for PEACE and Special Transfer to Ukraine SDTF
v Every 90 days, USAID reports results and metrics to measure achievement.

v Every 6 months, USAID reports on processes that ensure GOU uses funds as agreed.

Supplemental Oversight (PL 117-180)
Applies to MDTF for PEACE

v USAID consults with Secretary of State on GOU
monitoring and safeguards prior to funds obligation.

v USAID ensures third-party monitoring.

v Every 45 days, USAID reports funds use, metrics,
and results to Congress.

USAID OIG is committed to monitoring USAID’s Ukraine response. Visit https:/oig.usaid.gov/our-work/ukraine-oversight for our related work.
Report fraud, waste, and abuse against USAID programs at https://oig.usaid.gov/report-fraud or email ig.hotline@usaid.gov.
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