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AYJUT EGEKTUBHOCTI YIIPABJIHHSA JEP)KABHUM BOPI'OM YKPATHHU:
OPI'AHIBALIA TA METOJAUKA

We have substantiated the necessity and importance of performance audit of public debt
management to ensure the debt security and financial stability of the country. On the basis of
processing of economic literature and normative legal acts, we have presented the essence,
purpose, tasks and approaches to the classification of performance audit of Ukrainian debt
management. We have analyzed the main budget and economic indicators that characterize the
efficiency of Ukrainian debt management, which were previously classified into two groups. debt
security indicators and debt stability indicators. We have provided economic interpretation of
calculated indicators of public debt management efficiency. We have identified the main problems
of organizational and methodical nature concerning performance audit of public debt management
efficiency in Ukraine and presented suggestions to strengthen the efficiency of the use of audit
procedures, which will facilitate the formation of prerequisites for ensuring debt security and
financial stability of the country over the long run.

Obrpynmosano HeoOXiOHICMb Ma BANCIUBICMb AYOUMY eqheKmuBHOCMI YPAGIIHHIL OePHCABHUM
bocom Ons 3abe3neyenns 0O0peosoi Oesneku ma @Qinancosoi cmitikocmi kpainu. Ha ochosi
ONpaylo8ants eKOHOMIYHOI nimepamypu ma HOPMAMUEHO-NPABOBUX AKMI6 HABEOEHO CYMHICMb,
Memy, 3a80aHHs ma NiOXoou 00 Kiacugixayii ayoumy epexmueHOCmi YNPAGIIHHA 0ePHCABHUM
oopeom  Vipainu. Ilpoananizoéano o0cHOBHI 0100dCemHi mMa eKOHOMIYHI NOKA3HUKU, WO
Xapakmepusylomos pieeHb  eQeKmueHOCmi  YNPAGIiHHA  0epicasHum 0Oopeom  Yrpainu, ki
nonepeoHbo K1acu@ixosano Ha 08I epynu. NOKA3HUKU O0pe08oi be3neku ma NOKA3HUKU O0peo8oi
cmitikocmi. Haoano exonomiuny inmepnpemayito po3paxo8amum NOKAZHUKAM-IHOUKAMOPAM
epexmuernocmi  ynpaeninus — OepoicagHum — O6opeom. loenmugpixoeano  ocHoeui  npodremu
OpeaHi3ayitiHO-MemoOUYHO20 XapaKkmepy w000 NpPO8eOeHHs AyOumy e@exmueHOCmi YnpaeninHs
oepotrcasnum 6opzom 6 YKpaini ma HagedeHo npono3uyii w000 NOCUieHHs 0i€60CMI 3ACMOCYBAHHS
ayoumopcyKux npoyeoyp, wo cnpusmume QopmyeanHio nepedymos O0Jisi 3abe3neuenHs 00peosoi
be3nexu ma Qinancosoi cmitikocmi Kpainu 8 00820CMPOKOBILl NePCneKmusi.

Kniouogi cnosa:. oepocasnuil pinaHco8Uli KOHMPOIL, 0EPHCABHUL AYOUM, ayoum e@exmueHocmi,
OoepoicasHull Oope, B6aAN0BUU GHYMPIWHIN NPOOYKM, YAPAGIIHHA OepAHCABHUM OOpeom, ayoum
eexmuenocmi YnpasninHs 0epHca8HUM DOP2OM.
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Problem statement. The existence of public budget deficit, coveredhat expense of external and internal
borrowings, is a common occurrence for countrieth wifferent levels of economic development. Howeumder the
condition of inefficiency of public debt managemethtere is a threat to the stability of the finah@nd economic
system of the state, fiscal burden on businessiemis increasing, there is a crisis of non-paytnehich ultimately
negatively affects the socio-economic developmémh® state. In order to ensure balanced manageofguniblic debt
and minimize the risks arising from the attractafrcredit resources, the use of modern methodddbgipproaches in
analyzing the correlation of key budget and ecowoimiicators, which will enable identification dfe strengths and
weaknesses of the country's debt policy, is becgruer more relevant. In accordance with Ukraiméayislation, such
evaluation is carried out by the state financiaiton body with mandatory public disclosure ofrigsults and guidance
on improving the management of public debt.

Analysis of recent research and publications. Practical and theoretical aspects of public deahagement
and evaluation of its efficiency have been resesdcim the works of scientists, in particular: V.zZgkevych, O.
Baranovskyi, V. Varenyk, T. Vakhnenko, O. Kyrylenkb Lutsenko, B. Pinto, O. Tymoshenko, A. Turgo, |
Fedorovych, A. Khomutenko, V. Khomutenko and otheronomists [1-12]. However, at the current stage,
organizational-methodical and practical aspectshefapplication of audit procedures in assessiegeffficiency of
public debt management are not sufficiently devethpvhich determines the relevance and timelinéssidertaken
study.

The purpose of the study is to analyze the organization and methodologyesformance audit of public debt
management in Ukraine and find ways to improve it.

Presentation of basic study material. Over the past few years a steady tendency towd@sgytowth of
external and internal public debt has emerged iraldk as a result of worsened political and econgituation in the
country. Thus, over the past five years, Ukraimpablic debt has increased from 584.1 to 2141.7obilUAH or by 3.7
times, which creates a real threat to the stabilftyhe financial and economic situation in the moy (Fig. 1). The
revaluation of hryvnia to foreign currencies and #xcess of expense amount for debt repaymenttbgeamount of
borrowing proceeds led to a partial decrease i deth warranty liabilities in the first half of 281At the same time,
the high share of debt nominated in foreign curyenmder the conditions of devaluation expectatiomsreases the
risks of increasing the amount of public and guteredh public debt and the costs for its repaymedtsamvicing in the
future.
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Fig. 1. Dynamics of public and guaranteed public debt of Ukraine (the end of the year), 2009-2018 (billion UAH)
Source: made by the author according to the data given by the Ministry of Finance of Ukraine
and National Bank of Ukraine[4; 5]

In accordance with the requirements of the BudgedeCof Ukraine [1], the public debt at the end lod t
budget period can not exceed 60.0% of gross dompstduct (hereinafter - GDP), and the budget ita8c3.0% of
GDP. At the same time, the public debt of Ukraiseoé December 31, 2017 reached 2141.7 billion UMHich is
71.8% of GDP and exceeds the debt threshold oB34llion UAH. (Fig. 2).
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Fig. 2. Dynamics of public debt and gross domestic product of Ukraine, 2009-2017 (at the end of the year)
Source: made by the author according to the data given by the Ministry of Finance of Ukraine
and National Bank of Ukraine[4; 5]

Analyzing the ratio of the growth rates of publiebd and GDP growth in recent years, it may be camied
that government borrowings were not aimed at madeig the economy, technical re-equipment of entseg, they
did not contribute to economic growth, and led tnarecrease in debt dependence. The main reasomisefancrease of
Ukrainian debt were a difficult political situatipan annual increase in the public budget defio@t a deficit of the
balance of payments.

The costs for servicing and repaying public debalgo rapidly increasing, which contributes to #igant
risks for their timely and full implementation. Téuaccording to the Accounting Chamber of Ukraie fnore than a
quarter of the public budget expenditures carrietio the first half of 2018 were paid by the poldind guaranteed
public debt, which increased by 73.4% comparech&frevious year, which creates a threat to theailisyaof the
economic situation and financial security of thery.

It is worth pointing out that the availability oluplic debt can be useful in the period of steadgnemic
growth, when the policy of borrowings is aimedratéstment purposes. And, on the contrary, in tteselof economic
recession, the budget deficit significantly worséms state of public finances, increases the risttebt crisis, which
leads to a deterioration of the general state efabonomy [11, p. 171]. This is also certified by tdata of the
International Monetary Fund (Fig. 3). Thus, someneenically developed countries have a rather higfell of public
debt relative to GDP, however, pursuing an effecéconomic policy they provide sustainable develemnof the
national economy and ensure the financial stabilitthe country.
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Fig. 3. Public debt of European countriesregarding GDP, 2017
Source: made by the author according to the data of the International Monetary Fund [ 12]

Taking into account that the policy of state borimys in Ukraine is characterized by the lack oftsymtic
and blurry goals, the attraction of additional etédans does not contribute to the improvementhef économic
situation, and leads to increased debt dependdrtbe state and low efficiency of using the attealctesources. Under
such conditions, the issue of improving financiahtrol in the field of public debt management is pafrticular
importance, which is inextricably related to theddor an audit of public debt.

Public debt audit is a financial control aimed sdessing the effeciency of using public borrowithgsugh an
analysis of key budget and economic indicatorseteminine debt security and debt sustainabilityhef¢ountry.

The implementation of performance audit of pubkbtmanagement is due to the need to increasesods
rating, efficiency of state financial control amdgrovement of the performance of executive autiesriin relation to
the attraction and use of government borrowingsaddition to the control function, the performaraelit carries out
an important information function, providing theltic with accurate and comprehensive informatiortlen results of
government activities, the effeciency of using bloerowed funds [10, p. 39].

The public debt audit involves examining the foliowvissues:

- clarity and transparency of the role, responisiédl and objectives of all subjects of public def@nagement;

- publicity of objectives of public debt management

- disclosure of all special features of debt procesd;

- informing the society about the past, current prgjected fiscal and financial activities of thevgrnment;

- regular publication of indicators of public deptoviding information on contingent liabilities tiie state
[10, p. 39].

Currently, in Ukraine, in accordance with the légfisn, an internal and external performance aofifiublic
debt management conducted by state financial cobtdies at various levels of government is cargedt internal
audit - by the Ministry of Finance of Ukraine; extal audit - by the Accounting Chamber of Ukraiféeg( 4).
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Fig. 4. System of performance audit of public debt management in Ukraine
Source: made by the author

The internal audit of the public debt is carried loyithe Ministry of Finance of Ukraine in accorderwith the
approved Procedure for monitoring the risks relateithe management of the public (local) debt [8].

When exercising control over the risks relatedh® mmanagement of public debt, the Ministry of Fowof
Ukraine:

- carries out an assessment of risks in order tomize them;

- determines the optimal ratio of expected govemtregpenditure on debt management to risks;

- conducts debt management operations [8].

Risk assessment related to debt management isd@ui by controlling interest, currency, budgetésis, as
well as refinancing and liquidity risks.

The Ministry of Finance of Ukraine annually apprevthe debt management program for the relevantareér
publishes it within a month after the beginning tbé relevant budget period on the official websitde debt
management program can be reviewed in the evesigoificant changes in the domestic market of goremt
securities and/or bonds of local loans and globpltal markets, in the macroeconomic situation getrdax, monetary-
credit and currency policy, as well as other reagbat may significantly complicate or make it irapitole to perform.

The Ministry of Finance prepares a report on thecaiion of the debt management program for thertigo
budget period no later than three months afteetiteof the budget period and publishes it on ttee si

The report on the implementation of the debt mamege program should contain the following inforroati

- the state of the debt at the end of the repotiindget period;

- situation and main tendencies in the domestickatanf government securities and/or bonds of Idécahs
and world capital markets, significant changes&macroeconomic situation during the reportinggetigheriod;

- results of risk assessment related to debt managieat the end of the reporting budget period,;

- implementation of the scheduled activities andieement of the indicators specified in the debt
management program, as well as the reasons aifitatgin for the deviations of such indicators.[8]

The task to conduct performance external audit udflip debt management is charged to the Accounting
Chamber of Ukraine. Assessing the activities ofliputbebt management bodies is an important taskpésformance
audit. Based on this analysis, the strengths amkmesses of the public debt management institatioendentified.

Performance audit of public debt management inwotiie study of the following issues:



1) clarity and transparency of the role, respofiés and objectives of public debt managemeritirtsons;

2) publicity of objectives of public debt manageiten

3) disclosure of all significant aspects of puldabt management operations;

4) informing the society about the past, current projected fiscal and financial activities of th@vernment;

5) regular publication of indicators of public deptoviding information on contingent liabilities the state
[11, p. 181].

The sources of information for calculating the emita and indicators of public debt audit are: ficiah
statements of the State Treasury Service of Ukrdime Ministry of Finance of Ukraine, the Accoumgi€hamber of
Ukraine, the National Bank of Ukraine, materials tbé reports of participants in the budget processults of
operational control, inspections of budget execufar the reporting year; materials of researchanizations; data on
the availability of legislative and regulatory basgstem of debt load indicators. The common feafor all debt
information systems is that they provide the fumtof collecting, recording, storing and analyzétega and documents
relating to borrowings, debt components, its sémgi@and repayment, information on guarantees pemiegtc. Based
on these data there are regular statistical arahdial statements on the state of public debt, dglerations and
liabilities [10, p. 44-45].

In the process of performance audit of public defathagement, the correlation between key budget and
economic indicators is analyzed, which enableseterdnine the strengths and weaknesses of the gaudabt policy.
In most countries, the main group of debt policgii¢ators includes the volume of public debt andrdtiso to GDP.
However, it should be noted that the volume of jmubdkebt and, in fact, its dynamics do not give anpoehensive
picture of the state and prospects of using theuree of government borrowings while financing thedget. In this
connection, there is a need for a comprehensivigsia®f the ratios of various economic indicatansl the calculation
of generally accepted criteria in order to folloketcurrent needs of the state in funds to enswdutffillment of
functions and to predict the possibilities of tijnedpayment and servicing of public debt in theifet

To analyze the efficiency of country’s debt polidyis necessary to use a number of indicators.QISAI [3]
standards provide using two groups of indicatorsafisessing the public debt: the first group isluseassess the level
of debt safety and security of the country; indicatof the second group are used to determinegheatistainability of
the country.

Taking into consideration the system of indicatimsassessing the efficiency of public debt manag@nn
Ukraine, presented in Fig. 4, we will calculate lineels of debt security and debt sustainabilityhef country.
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Fig. 5. Dynamics of indicators of debt security of Ukraine, 2009-2017.
(at the end of the year)
Source: made by the author

As can be seen from Fig. 5, during almost the emgériod, the ratio of official international reges to gross
external debt did not meet the established crifggeommended value> 100.0%). Only in 2009 and 2Bi0indicator
was within the limits of recommended values. Wizrth mentioning the positive dynamics of the iradar over the last
four years, indicating an improvement in the palgitof repayment of external debt at the expeofkthe international
reserves of the state.



The ratio of gross external debt to GDP is oneha&f main indicators that summarizes all externalt deb
liabilities of the country [9, p. 370-371]. Based the calculations made, it can be concluded that external
component in the general debt structure occupidsrmainant position and increases Ukrainian debt aég@ece on
external financing. During the analyzed period, tlue of this indicator increased by more thanir@es and
significantly exceeded the maximum permissible tsnfrecommended value 30.0%). So, in 2017 the value of this
indicator was 46.1%, which is by 22.9% more tha@@09, which indicates a decrease in the finarati@ingth of the
country. Significant growth in the indicator ovdretlast years is due to an increase in externahéiimg from the
International Monetary Fund and other external ézad

The analysis of Ukrainian solvency ratio shows thaing 2009-2017 most of the indicators did noetrtbe
recommended values. As it can be seen from TalilkeeIpercentage of international reserves to a-$éon debt of the
country shows a clear tendency to decrease durmgériod under study. The current value of thie @ftthe country's
gold and foreign exchange reserves to a short-thrint in 2017 was 40.2%, which is a negative sigpuidlic debt
management. The reasons for the decline are sedtdiebt growth and a decrease in the level ofnatenal reserves
of the state. The decrease in the level of intéynat reserves indicates worsening of the governiseebt policy and
may lead to a breach of the timetable for debtyemts of Ukraine to external lenders.

The ratio of public external debt to annual expoftgoods and services shows the ability of theedta cover
its external debt liabilities at the expense of@kgarnings, which are received in foreign curgerithe value of this
indicator in 2017 was 123.4%, that is 1.23 US daollaexternal public debt was due to 1 US dollasereed from
exports of goods and services. It certifies thentgts failure to pay off its external debt at thepense of export
earnings and indicates a low level of debt suskdlitya

As to the level of external debt per person in lieait can be stated that there is a violatiothef maximum
permissible limits. Anxiety causes an increasehedf indicator by 329.1 dollars. The United State89.9% over the
years 2013-2017, which was the result of an ineréasxternal debt and a decrease in the populaficsignificant
level of external debt per one person shows a sledthinability deterioration and a negative sigithef efficiency of
public debt management.

Table 1.
Dynamics of debt sustainability indicators of Ukraine, 2009-2017.
Threshold
. L Year
Ne Indicators limit value
World | Ukraine| 2009| 2010/ 2011| 2012| 2013| 2014/ 2015| 2016| 2017
Liquidity ratio

The ratio of gold and foreign
1 [currency reserves to short-term 100,0 100,0f 67,0 70,0 54/0 57,0 41,0 1B,3 259 B2092
public debt,%
The ratio of short-term debt to "

2totaldebt,% - - 58,2| 63,5 64,6 694 70,5 811 784 666 g1,2

Solvency ratio
<50-60,0 <60,0 | 34,7 39,9 359 366 40,1 702 794 81,0 71,8

The ratio of total public debt tg

GDP, %
2 [The ratio of external debt - | =250 | 232 258 228 219 20,6 203 310 343 385
to GDP, %

The level of external debtper | _, 4 o1 <5000 | 576,9759,2821,1848,1/824,0 902,511010,01068,6 1153 )1
person in Ukraine, USD

The ratio of public external delt
4 1o annual exports of goods ang <170,0| <70,0 | 49,1| 54,0 404 374 482 76,7 12235,9123,4
services, %

The ratio of internal debt

5tOGDP,% - <30,0 | 11,5 14,4 15,8 15,/ 191 31,2 26,7 28,9 257

Indicators of state sector

The ratio of government debt
1 jaccording to government <30,0 - 14,0, 18,0 16,4 16,3 191 27,0 2y.4 29,4 26,1
securities to GDP, %
The average term for repayme
of public debt, years

23 | 64 | 36| 37 41 46 47 45 41 38 42
Source:; calculated by the author on the basis[4; 5; 11; 12]

Indicator of the ratio of external debt to GDP lZ. increased to 38.5% against 23.2% in 2009 (ativn
value<25.0), which indicates the complexity of placingrgmment debt on the domestic market of the cowantid/the
growth of credit resources received from internadidinancial and credit organizations and othamtnoes.

The ratio of government debt according to goverrinsesurities to GDP reflects the level of developtref



the debt securities market of the state and thwiresin the total amount of public debt to GDP.ibgithe analyzed
period, the dynamics of this indicator tended toréase. This indicator characterizes the increashe share of debt
securities of the state, which involves additidir@ncial resources in the budget [9, p. 372].

The average term for repayment of public debt iaidis the stability of the financial position of state to the
risks of debt refinancing. In 2017, the averagentéor repayment of Ukraine's public debt was 4.2rge which
exceeds the permissible figure of 1.9 years anéatsfthe term of government obligations to intéiovel financial
institutions.

In general, the audit of debt security and debtasngbility in Ukraine indicates a significant degence of
the state on external and internal credit resoursesng the key macroeconomic factors that haveritnred to the
critical rise in debt burden in recent years in &ike there is a significant devaluation of the Inigy a reduction in
domestic consumer demand due to inflationary pseeand unemployment, an increase in the stateebdéijcit and
a negative balance of payments. In order to retilicaine's debt dependence and efficient use ofitaresburces, it is
appropriate to ensure transparency and targetedfudseds received from international financial anjgations and on
the basis of bilateral agreements with other stateselop a long-term forecast of debt securityicatbrs, provide
control over the return and servicing of exterredaurces for the purpose financing of economic ldpweent of the
state.

Based on the assessment of debt security and dstiairsability, public auditors evaluate the effeetiess of
public debt management, which is presented in ¢lé df the audit report with recommendations fopiaving the
efficiency of public debt management, which is @wed by the Ministry of Finance of Ukraine and psinkéd on the
website of the Accounting Chamber.

Conclusions and per spectives of further research. To improve the efficiency of the audit of theezffiveness
of public debt management in Ukraine, it is advisdb solve a set of tasks, namely:

- to improve the regulatory framework for condugtemn audit of the effectiveness of public debt nganaent
and the distribution of powers and responsibilibéshe audit team for the preparation and resflits implementation
on the basis of INTOSAI standards;

- develop a methodology for conducting public dabdit that describes the stages of its implemeantat
system of budget and economic indicators, indicatdrthe efficiency of public debt management, dpglication of
methods of financial control in the process of parfing audit procedures and summarizing the resfilise audit;

- To form an adequate system of accounting andrtiegoon debt obligations of the state in termsthadir
types with coverage of all participants in the geof managing the public debt;

- develop a mechanism for the formation and usafofmation support for the process of managingptielic
debt, technology for monitoring debt obligationdamays of operational exchange of information floaraong all
participants in the management process.

Successful resolution of the above tasks will dbote to the development of a methodology for andithe
effectiveness of public debt management, which wilsure the formation of forums for securing dedatusity and
financial sustainability of the state in the longr
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