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NB The proposed structure is a model, designed for the scale of regional (oblast)
or large district (rayon) cities. It may change, depending on the specific
circumstances of the functioning of individual regions. A comprehensive scheme
requires the creation of additional regulations that clearly outline the parameters of
the work for all management and control bodies, and their relevant connections and
powers. We strongly recommend the creation of relevant regulations to be guided
by the PACS (Project Anti-Corruption System) standards".

Terms of reference
In this document, we use the following terms to mean:

Donor: People and organizations who give money to support the rebuilding of
Ukraine. These might include patrons, charitable foundations, international
organizations, foreign government agencies.

Beneficiaries: People and organizations who benefits from rebuilding of Ukraine.
These include local communities, construction companies and other businesses
involved in the rebuilding.

Non-budgetary funds: Money which is not tracked by the Ukrainian state and
local governments, and over which they have no control.

PACS: The Project Anti-Corruption System (PACS) is a management system
designed by Global Infrastructure Anti-Corruption Centre (GIACC) to assist in the
prevention and detection of corruption on infrastructure projects.

Problem
The main obstacle to the cooperation of donors, investors, and recipients (builders,
contractors, consumers, balance holders, etc.) is lack of trust.

! https://giaccentre.org/pacs-overview/



As a state, Ukraine has a reputation that it is tolerant of corruption. This problem is
present at the both the national and local government levels. Indicators of
transparency and accountability are extremely unsatisfactory. Society faces
problems caused by corruption, and problems related to commercial fraud.

From our point of view, reducing the number of intermediate links between donors
and beneficiaries reduces the possibilities for abuse. Direct funding without the
mediation of state or local budgets, without ministerial and department approval
will save significant money and time.

The current landscape of control and supervisory institutions
In Ukraine, there are several state bodies overseeing the financing of construction:

1. The State Tax Service verifies compliance for the payment of taxes.

2. The State Audit Service audits, inspects and monitors procurement of
government-funded construction.

3. The State Treasury controls compliance with budget legislation.

4. The State Inspection of Architecture and Urban Planning oversees compliance
with standards and legislation in relation to urban planning, and construction.
Financial issues are not within the scope of the inspection.

All of these bodies are vulnerable to corruption.

If the money for rebuilding is directly paid from donor to beneficiary, the funds
will bypass state and local budgets.

None of the bodies can oversee non-budgetary funds.

Therefore, a new non-governmental oversight body is needed to control the use of
non-budgetary funds.

Goal
To create an independent system that monitors the effective use of funds from
donors for the post-war rebuilding of Ukraine.

Achieving the goal
We believe that the main beneficiary of development funds should be the local
community.

A public association (Rebuilding Watchdog - RWD) is being created.



The founders and funders of RWD are local construction organizations, developers
and development companies. Their contracts and finances will be funded by
donors.

RWD is a non-profit organization. If the donor wants careful and independent
control of their funds for rebuilding, they enter into an agreement with RWD.

The agreements between the donor and the contractor authorizes RWD to
supervise the construction and spending of donor funds.

Transparency over the use of funds is achieved through digital technologies. These
include: DIYA?, Prozorro?, Dozorro® and other specialized digital services and data
management systems.

'DIYa (=ACTION) - Ukrainian electronic service of public services, developed by
the Ministry of Digital Transformation of Ukraine. It is a mobile app with digital
documents and a portal with public services, including licenses and permits for
construction, real estate, land management, and the environment. Damage to
property from the war are recorded here. https://diia.gov.ua/

“Prozorro (=Transparent) - an electronic public procurement system that combines
the interests of the state, business and civil society. The system was developed by
volunteers and the international anti-corruption organization Transparency
International Ukraine. Their experience is the basis for the transparent use of
international aid for the reconstruction of Ukraine. https://prozorro.gov.ua

3Dozorro — A system that allows public control of procurement in the Prozorro
system. The system allows users to evaluate of tenders transparency and effective
use of funds. https://dozorro.org

RWD will mainly focus on Benchmark 18 "Independent monitoring" of the
Commonwealth Anti-Corruption Benchmarks® and is guided by PACS standard 11

"Independent monitoring'*.

The relations between parties are built only in the private law sphere. All rights and
obligations of the parties are based on voluntary expressions of will, embodied as
contracts.

Agreement
The following is stated in the agreement between the contractor and the donor:

® https://giaccentre.org/commonwealth-benchmarks/
? https://giaccentre.org/pacs_ps11/



1. The contractor acknowledges that the appointed RWD experts have the right of
access to the construction site for the purpose of ongoing control over the work.

2. The contractor undertakes to provide meaningful written answers and
explanations to the written requests of RWD experts, which relate to the
construction and spending of funds.

3. The contractor must warn its counterparties (suppliers, contractors and
subcontractors) about the need to provide explanations and answers in case they
receive requests from RWD experts.

All certificates of the performed works must be signed by the RWD expert.

If the contractor does not fulfil their obligations, or they demonstrate deficiencies
or abuses, the RWD expert does not sign the certificate of completed works. In this
case, the donor can immediately terminate the financing of the construction. A
report on the reasons that led to the refusal to sign the certificate is sent by the
RWD expert to the donor. Further financing of construction and assembly works is
renewed only after a separate resolution adopted by the donor (construction
resumes if the issues are resolved or a new agreement with another
contractor).

General organizational issues

Local government bodies are considered as legitimate representatives of the
ultimate beneficiary of the rebuilding process, the local community.

As a rule, experts are full-time employees of the RWD. If necessary, RWD
engages third-party experts on a contractual basis (audit companies, the State
Inspection of Architecture and Urban Planning, State Audit Service, etc.),
including foreign companies and individual specialists in construction, anti-
corruption activities, and forensic expertise. Donors can ask the Director of RWD
to engage specific experts for specific tasks.

1. Funding

RWD activities are funded through payments from the donor. The fee is a
percentage of the value of the contract between the donor and the contractor.

Funders (founders) of RWD are also involved in the financing of operational
overhead costs. Local governments can also provide financial support to RWD.

2. Governance



The RWD is responsible for the operational activities of RWD. The members of
the RWD delegate their authority to elect the head of the public association to the
mayor. Director is appointed by the mayor from among two candidates submitted
by the Executive Appointment Commission. The Commission consists of seven
people: two people are chosen by the executive committee of the city council and
five people chosen by international and foreign organizations that provide the city
with the most significant financial aid for post-war rebuilding.

Such organizations are determined by the Executive Committee of the City
Councill.

3. Supervision

As part of the RWD, a Supervisory Board is also formed. With the authority of the
mayor it has the power, if necessary, to instigate a vote of no confidence and the
dismissal of the RWD Director. The Supervisory Board includes:

- one representative from each faction of the city council,

- five members, one from each of the five donor organizations that provide the city
with the most significant financial aid for post-war rebuilding,

The Supervisory Board may suspend the activities of RWD:
- if there are signs of corruption in the activities of RWD,

- in case of non-compliance with procedural deadlines, or sabotage of the
Supervisory Board's decisions.

- according to the conclusions of the Audit Committee (see below).
4. Control

Control over the integrity and efficiency of RWD activities is entrusted to the
Audit Committee. The Committee reports to the Supervisory Board annually. The
committee is formed from:

- one representative of the State Audit Service,
- one representative of the State Tax Service,

- three representatives from non-governmental professional organizations (for
example, the Association of Tax Consultants of Ukraine, the Audit Chamber, the
Federation of Professional Accountants and Auditors etc)



- three representatives of donor organizations that provide the city with the most
significant monetary aid for post-war rebuilding.

Persons who are members of the Supervisory Board cannot be members of the
Audit Committee
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We express our sincere gratitude for the support and extremely useful experience
that you have shared with us in your work:

Weikai Gong — Executive Coach, BREEAM specialist

Neill Stansbury, Director of Global Infrastructure Anti-Corruption Centre
(GIACC)

John Lough, Chatham House

Orysia Lutsevych, Chatham House

Viktor Nestulia, Head of Eastern Europe & Central Asia, Open Contracting
Partnership

Lyudmila Rubanenko, head of the Kharkiv territorial branch of the Association of
Tax Consultants of Ukraine



Iryna Goncharova Bagalij, deputy of the Kharkiv City Council

Ihor Kanevskyi, Reform Support Center

When working on improving and customizing our model, we advise you to pay
attention first of all to the following resources and publications:

1. Global Infrastructure Anti-Corruption Centre (GIACC) - https://giaccentre.org

2.Accountability in Reconstruction: International Experience and the case of
Ukraine. Ukraine Forum Lugano Ukraine Recovery Conference pre-read. David
Jackson, John Lough (July 2022);

3. Curbing Corruption in Construction, Public Works & Infrastructure: Sector
experience. Mark Pyman (June 2021);



