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Public financial control in Ukraine:
state, problems, prospects

Abstract. The authors assess the current state of public financial control in Ukraine, identifies its main
problematic aspects and suggests ways to solve them. There is a direct interdependence between increasing
the level of corruption and weakening the effectiveness of public financial control. Forms and types of public
financial control are considered depending on controlling subjects. The authors identify forms of public sector
audit according to the ISSAl standards which include financial audit, performance auditand compliance audit.
The paper touches upon the necessity of legislative introduction of audit of conformity with the corresponding
definition of the purpose, tasks, subjects, objects, methods and procedures. Itis proposed to implement the
Standard for Auditing the Compliance of Public Resources, which will define general provisions, principles and
criteria of compliance audit, as well as the procedure for planning, directions, methods and control points in
its implementation, generalization and implementation of results. The main generalized indicators of activity
of the Accounting Chamber in the period between 2009 and 2019 are presented and the basic trends in the
development of the public financial control are covered. It characterizes the number of inspected objects,
prepared reports, the volume of detected violations, the number of relevant response documents and the
amount of estimated funding. The structure of identified violations in the main areas includes violations of
the budget legislation, inefficient management of funds and violations of the administration of the revenue
side of the state budget. The basic criteria for carrying out performance audit are defined and their analytical
assessmentis provided. The main directions of improvement of the public financial control with the use of key
characteristics of the concept of good governance are offered, the fundamentals of which include the rule of
law, equality, inclusiveness, efficiency, transparency and accountability. It is recommended to introduce and
use a unified report on budget offenses, which will facilitate communication between regulatory authorities
and allow for receiving, processing and storeing large amounts of information on the results of auditing.
Keywords: Public Financial Control; Budget Violations; Audit Standard; Performance Audit; Compliance
Audit; Financial Audit; Report on Violations

JEL Classification: G28; H19; M41
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KaneTtHik I. M.

[OKTOP EKOHOMIYHMX HayK, npodecop, akagemik HAAH YkpaiHn, npe3naeHT,

BiHHMUbKMIA HaLiOHaNbHMA arpapHWin yHiBepcuTeT, BiHHMUSA, YKpaiHa

3aupko H. T.

DOKTOP EKOHOMIYHUX HayK, AOLLEHT, AekaH, dakynsteT 0biky Ta ayauTy,

BiHHMUbKMIA HaUiOHaIBbHWIA arpapHWii yHiBepcuTeT, BiHHMUA, YkpaiHa

Aep>xaBHnit piHaHCOBUIA KOHTPOJIb B YKpaiHi: cTaH, Npo6nemMun, nepcrneKkTuem

AHoTauia. Y cTarTi 34iMCHEHO OLLHKY CY4aCHOro CTaHy AepXXaBHOro ¢iHaHCOBOro KOHTPOO B YKpaiHi,
ineHTNPIKOBAHO MOro OCHOBHI MPOOSIEMHI acnekTu Ta 3anporoOHOBAHO LUASAXW BUPILLEHHS nNpobnem.
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FINANCES AND AUDIT

BcTaHOBIEHO MpsiMy B3aEMO3aNEXHICTb MiX MiOBULLEHHSAM PIiBHA KOpynuii Ta nocnabiieHHs AieBOCTi
[ep>XaBHOro iHaHCOBOrO KOHTPOUIIO. PO3rnsaHyTOo GopMn Ta BUAN AepPXaBHOrO iHAHCOBOro KOHTPOJIO
3as1eXHO Bifl, KOHTPOJIOKUMX CYD’EKTIB.

ABTOpamMn ctaTTi 6yno BU3HaA4YeHO (popmMM ayauTy OepP>XKaBHOro CekTopy 3rigHo cTanaapTiB ISSAI, aki
BKOYaOTh iHAHCOBMI ayamT, ayamT ePeKTUBHOCTI Ta ayauT BignoBiaHOCTI. JJoBeoeHo HeoOXiaHICTb
3aKOHOOABYOro 3anpoBafXeHHA ayauTy BiANOBIAHOCTI 3 BiANOBIAHMM BM3HAYEHHSAM METW, 3aBOaHb,
npeameTy, cyb’ekTiB, 06’eKTiB, METOLIB Ta NpoLenyp.

3anponoHoBaHO BNPOBaAXEHHS CTaHOAPTY ayAUTY BiANOBIOHOCTI NyGiYHMX PECYPCIB, KU BU3HAYaTuMe
3arasibHi NONIOXKEHHS, NMPUHLMNN Ta KPUTEPIi ayanTy BiAMOBIAHOCTI, @ TAKOX MOPSAOK MAaHyBaHHS, HANPSMU,
METOAN Ta KOHTPOJIbHI TOYKWM MPU NOro NPOBEAEHHI, y3arasibHEHHI Ta peanisauii pe3ynbrarTis.
MpencrtaBneHO OCHOBHI y3aranbHEHi NOKa3HUKU AisnbHOCTI PaxyHkoBoi nanatu 3a 2009-2019 poku Ta
BUCBITSIEHO OCHOBHi TEHLEHLi PO3BUTKY Aep>XXaBHOro ¢iHaHCOBOro KOHTPOJO. JaHO XapakTepucTuky
KinlbKOCTi nepeBipeHnx 006’eKTiB, MNiAroToBNeHUX 3BiTiB, 0OCHAriB BUABIEHUX MOPYLUEHb, KiJlbKOCTI
JOKYMEHTIB BiANOBIiOHOrO pearyBaHHA Ta o00cCAariB KOWTOPMUCHOro d¢iHaHcyBaHHsA. [peacTtaBneHo
CTPYKTYPY BUSIBJIEHUX MOPYLUEHb 32 OCHOBHUMMW HANpsiMamm, 40 SKUX HAJTIEXUTb NOPYLUEHHS BI0XXETHOrO
3aKOHOOaBCTBA, HeedEKTUBHE yNpaBJliHHA KOLITAMM Ta NMOPYLLUEHHS aAMIiHICTPYBaHHA A0XiAHOI YaCTUHN
OEep>XXaBHOro OaXeTY.

BusHaueHi 6a30Bi kpuTepii 3OINCHEHHS ayanTy eq@eKTUBHOCTI Ta HaOaHO iX aHamiTUYHY OLLHKY.
3anponoHOBaHO OCHOBHI HAMPSIMU YAOCKOHANEHHS AEPXaBHOIO GiHAHCOBOIO KOHTPOJIIO 3 BUKOPUCTAHHAM
KIOYOBUX XapakTepucTnk koHuenuii «Good Governance», OCHOBHUMU 3 9KUX € BEPXOBEHCTBO MpaBa,
PIBHOMPAaBHICTb Ta iHKNIO3UBHICTb, PE3YNLTAaTUBHICTb, EDEKTUBHICTL, MPO30PICTb Ta NiA3BITHICTb.
PekomeHn0oBaHO 3anpoBafXeHHS Ta BUKOPMUCTAHHSA YHI(IKOBAHOIO 3BiTy NP0 OIOAXETHI MpaBONOPYLLEHHS,
KU CNPUATUME KOMYHIKaL,ji MiXK KOHTPOJIOIYMMM OpraHaMun Ta A03BOASTUME OTPMMYBaTU, 06pobnaTtn i
36epiratn Benvki Mmacmem iHbOpMaLii OO0 pe3ynbTaTtiB KOHTPOJIO.

KniouoBi cnoBa: gepxaBHWiA QiHAHCOBUIA KOHTPOJb; GOOXKETHI MOPYLUEHHS; CTaHOApT ayauTy; ayauT
edEeKTUBHOCTI; ayauT BiANOBIAHOCTI; GiHAHCOBUIM ayauT; 3BIT NPO NOPYLLUEHHS.

KanetHuk I. H.

JOKTOP 9KOHOMUYECKUX HayK, npodeccop, akaaemuk HAAH YKkpaunHbl,

npe3naeHT, BUHHUUKNIA HAUMOHAaNbHbIA arpapHbIi YHUBEPCUTET, BUHHMLA, YKpanHa

3abipko H. T.

[OKTOP 9KOHOMUYECKMX HAYK, AOLEHT, AeKaH, hakynbTeT yyeTa 1 ayanta,

BUWHHMLKNI HaUMOHaNbHbIM arpapHbli yHnBepcuteT, BuHHuua, YkpavHa

FocynapcTBeHHbI hUHAHCOBbLIV KOHTPOb B YKpanHe: COCTOsiHMe, Npobniembl, NepcrneKTUBhbI
AHHoTauusa. B crtatbe gaHa oueHka COBPEMEHHOr0 COCTOSHUA TOCYAapCTBEHHOrO0 (GUHAHCOBOro
KOHTpONSA B YKpauHe, WAEHTUOUUMPOBAHbI OCHOBHbIE MPOOSEMHbLIE ACMeKkTbl W MPeasioXeHbl MNyTU
MX peweHus. YCTaHOBeHa MnpsiMas B3aMMO3aBUCUMMOCTb MeXAy MOBLILUEHUEM YPOBHS KOPPYNUUU U
ocnabneHneM 0eiCTBEHHOCTU rocy4apCTBEHHONO (GUHAHCOBOIo KOHTPONS. PaccMoTpeHbl GopMbl U BUIbI
rocyfapCTBEHHOIO GMHAHCOBOIO KOHTPOJISt B 3aBUCMMOCTU OT KOHTPOJINPYHIOLLMX CYyOHLEKTOB.

AsTOpamMu onpeneneHsl GopmMbl ayamTa rocyaapCTBEHHONO CEKTOPA cornacHo crtaHaaptam ISSAI, koTopble
BK/IOHAIOT GUHAHCOBbLIV ayauT, ayamT 3pPekTUBHOCTM N ayaAnT COOTBETCTBUSA. JJoka3daHa HEOOXOANMOCTb
3aKOHOAATENIbHOIO BBEAEHUS ayauTa B COOTBETCTBUM C OnpefeneHnem uenen, 3apad, npegmeTa,
cybbekToB, 00BHLEKTOB, METOA0B M NMPoLeayp.

MpennoxeHo BHeapeHWe CTaHZapTa ayauTa COOTBETCTBUS MyONMYHBIX PEecypcoB, KOTOpbIn 6GyneT
onpenensatb o0WMe MNONOXEHUs, MPUHLUUMBI U KPUTEepMU ayamTta COOTBETCTBUS, a Takxke MNopsaok
NNaHMpPOBaHWS, HarnpasfieHUs, MeTodbl U KOHTPOJIbHblE TOYKW MPWU €ro nposeneHun, obobLlieHne un
peannsaumio pesynbTaTos.

MpencTaBneHbl OCHOBHbIE 0000LLEHHbIE NOoKa3aTenn aeaTenbHocT CyeTHoM nanatbl B nepunop, 2009-2019
rOAOB, @ TakXe OCBELLEHbl OCHOBHbIE TEHAEHUUU Pa3BUTUS FOCYAAPCTBEHHONO (PMHAHCOBOIO KOHTPOJSIS.
JaHa xapakTtepucTika KoJIMdecTBa MNPOBEPEHHbIX OOLEKTOB, MOArOTOB/IEHHbLIX OTY4ETOB, OOLEMOB
BbISIBJIEHHbIX HAPYLLUEHWIA, KONMYECTBO LOKYMEHTOB COOTBETCTBYIOLLEIO PEarMpoBaHns 1 0ObEMOB CMETHOIO
duHaHcuposaHus. lNpeacrtaBneHa CTPYKTypa BbISIBAEHHbLIX HAPYLUEHMA MO OCHOBHLIM HanpaBieHUsM, K
KOTOPbIM OTHOCSATCS HAPYLLEHUS BI0AXXETHOIO 3aKOHOAATENbCTBA, HEaMPEKTMBHOE YNpaBfieHne cpeacTBamMm
N HapyLleHNS agMUHUCTPUPOBAHNS OOXOOHOW YacTu rocyaapcTBeHHoro 6oaxeta. OnpeneneHbl 6a3oBble
KpUTEPUM OCYLLIECTBNEHMS ayanTa 3 DEKTUBHOCTU 1 MPEAOCTaBNEHA UX aHANUTUYECKAs OLEHKa.
MpennoxeHbl OCHOBHbIE HANPaBIEHNST COBEPLLEHCTBOBAHUS rOCYAAPCTBEHHOIO PUHAHCOBOIO KOHTPOSA
C WUCMNOMb30BAHMEM KJTHOHEBbIX XapakTepucTuk koHuenuum «Good Governance», OCHOBHbIMU N3 KOTOPbIX
SIBASIIOTCS BEPXOBEHCTBO MNpasa, paBHONPaBue, WHKIO3UBHOCTb, PE3YNbTaTUBHOCTb, 3P DEKTUBHOCTD,
NPO3pavyHOCTb M MNOAOTYETHOCTb. PekOmMeHayeTcsl BHEOPEHUE U WUCMOJSIb30BaHME YHUDULMPOBAHHOMO
otyeTa O OK0OAXETHLIX MPaBOHAPYLUEHUNAX, KOTOPbIN OyaeT Ccnocob6CTBOBaTb KOMMYHUKAUUU MeXay
KOHTPOJIMPYIOLLMMUM OpraHaMmm 1 NO3BOMAUT Monyyatb, obpabdartbiBaTb M XPaHUTb OOJNblLUME MAaCCUBbI
nHdopMaLmMn O pe3ynbTatax KOHTPONS.

KniouyeBble cnoBa: rocyaapCTBEHHbIN (PUHAHCOBBIA KOHTPOMb; OHOAXETHbIE HapyLleHUsl; cTaHgapT
ayauTa; ayaut 9ddEKTUBHOCTU; ayanT COOTBETCTBUSA; GUHAHCOBbLIN ayauT; OTHET O HAPYLLEHUSIX.
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1. Introduction

The performance of operational duties by managers and recipients of budget funds is inextri-
cably linked with the use of public resources, including public funds (budget funds and own funds
of state or municipal enterprises, institutions, organizations) and material resources. Therefore,
the receipt and use of public resources is subject to inspections by regulatory authorities for their
efficient and rational use, however the results of public financial control indicate the existence of
violations and abuses which lead to loss of financial resources. Improving the efficiency and ef-
fectiveness of the public financial control system requires not only improving the organization and
methodology of its implementation, but also a clear legislative regulation and standardization in
accordance with international ISSAI standards.

Asymmetry of information databases, fragmentation of information support, duplication of
functions and lack of communication between regulatory authorities, superficial analysis during
control, imperfect reporting on the results of its implementation necessitate reconsidering a num-
ber of fundamental theoretical and practical issues and develop recommendations for improving
public financial control in Ukraine.

2. Brief Literature Review

The following leading domestic and foreign scientists have made a significant contribution
to the development of the system of public financial control (also referred to as state finan-
cial control): Alaverdyan & Aleksanyan (2018), Ali et al. (2010), Alm et al. (2019), Atanelishvi-
lietal. (2017), Bardash & Osadcha (2020), Bohdaniuk et al. (2018), Bush (2019), Falko (2013), Flo-
rinetal. (2016), Free et al. (2020), Grytsyshen & Nazarenko (2018), Kaletnyk & Lutkovska (2020),
Kaletnyk et al. (2020), Kaletnik & Zdyrko (2019), Kolesnyk et al. (2018), Korpaniuk et al. (2019),
Kozachenko et al. (2019), Lohosha et al. (2020), Matveeva (2020), Shulha & Zharovska (2019),
Trusova et al. (2019), Umane (2019), Zdyrko (2016), Zdyrko & Shevchuk (2018).

Despite the high level of scientific achievements in the research field, a number of current theo-
retical and applied issues remain unresolved. The main problematic aspects of the implementation
of public financial control remain some inconsistencies of regulatory support to the requirements of
international ISSAI standards, a lack of strict measures to establish liability for violations of budget
legislation, a lack of classification and typification of violations, including a unified form of the report
on the results of control. Problematic issues related to the standardization of compliance audits, as
well as a clear definition of the functions and powers of regulatory authorities, are of particular im-
portance and need to be resolved.

3. Purpose

The purpose of the paper is to assess the current state of public financial control in Ukraine,
identify problematic aspects of its implementation and suggest ways to solve the related prob-
lems.

4. Results

Dynamic development of the global economy, along with numerous benefits, leads to the emer-
gence of serious global problems (Korpaniuk, Ishchenko, & Koval, 2019, p. 117). One of the prob-
lems in Ukraine is a high level of corruption, as evidenced by the Corruption Perceptions Index by
Transparency International Ukraine (2020), showing 33 points out of 100 possible in 2020, which
is 3 points lower than during the preceding year. Ukraine has returned to the level of 2017 and now
ranks 126th out of 180 countries, ranking similar to Kyrgyzstan, Azerbaijan and Djibouti.

The index of perception of corruption among the countries of Eastern Europe and Central Asia
in 2020 is presented in Figure 1 and in Europe - in Figure 2. Such negative indicators give grounds
to claim the presence of corruption risks in the operations of receipt and use of public resources
which include budget funds and material resources. Therefore, such cases and violations can be
established with a high level of quality and effectiveness of public financial control.

According to standard approaches, control is one of the main elements of management (Ko-
zachenko, Panadiy, & Chudak, 2019, p. 117). The role and importance of financial control is diffi-
cult to overestimate. Currently, almost all processes of production and non-production nature are
organized and take place in terms of spending money allocated from relevant sources. As a result,
there is a need to take measures to account for and control appropriations at all stages of their
use - from justifying the needs and areas of expenditure in planning relevant budgets to verifying

Kaletnik, H., & Zdyrko, N. / Economic Annals-XXI (2021), 187(1-2), 163-176

165



ECONOMIC ANNALS-XXI
FINANCES AND AUDIT

their target implementation, including the final results of projects and programs), and assessing
the effectiveness and feasibility (adopted) decisions (Umane, 2019, p. 47). State control is seen
as a tool to increase Ukraine’s economic development and needs legislative regulation (Lohosha
etal., 2020).

An in-depth research wasconducted in the areas of public control of not only financial resour-
ces, but also natural resources in order to ensure environmental and food security of the coun-
try. Kaletnyk & Lutkovska (2020) identified priorities for improving modernization measures in the
development of security development, one of which is the constant control over the environmen-
tal development of the national economy, developed innovative technologies and environmental
modernization. Kaletnyk, Honcharuk et al. (2020) assessed the state and the trends of agricultu-
ral development, as well as the problem of land use, which proves the need for public control. The
depth and efficiency of the domestic financial system impacts the efficacy of the capital account
policy (Bush, 2019, p. 561).

Figure 1:
Corruption Perceptions Index among Eastern European and Central Asian countries, 2020
Source: Transparency International Ukraine (2020)

Figure 2:
Corruption Perceptions Index among European countries, 2020
Source: Transparency International Ukraine (2020)
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Importance of financial processes is consistent with international commitments and is ba-
lanced through specific interests of all entities of redistributive assets that can be fulfilled only if
the synergy effect of the factors of the formation of financial security and their interconnection with
food security, budget security, investment security, debt security, as well as credit security of the
credit and the security of the financial sector (Trusova et al., 2019, p. 169).

Control is an eclectic phenomenon, which is widely used. Therefore, it may be characterized
differently, for example, as one of the main principles of management, as a stage of management
process (cycle), a method of management and a mode of activity, or the possibility of impacting
the behaviour of the relevant object, a function of public administration, an integral part of adop-
tion and implementation of managerial decisions, which is continuously involved in this process
from its beginning to its completion (Shulha & Zharovska, 2019, p. 245).

Financial control is a major part of the financial management system. Its increasing impor-
tance in the contemporary world is reflected in the Lima Declaration of Guidelines on Auditing Pre-
cepts, according to which financial control is an integral component of public finance management
(Matveeva, 2020, p. 69).

Budgets represent the main tool. They specify the resources employed in carrying out a project
with regard to a certain assignment or time period. At the level of activity of the institution for which
the budget has been drawn up, static budgets are independent. Dynamic budgets require assets
depending on the activity volume. Spreadsheet programs are the main tools of budgeting. Sheets
represent the productivity custom tools utilized to draw up the budget (Florin et al., 2016, p. 66).

According to the Lima Declaration of Control Guidelines, organization of control is a man-
datory element of public financial management, since such management entails responsibility
to society. According to the above document, control an integral part of the regulatory system,
which aims to identify deviations from accepted standards and violations of the principles, lega-
lity, efficiency and economy of material resources at the earliest stage in order to be able to ap-
ply corrective measures and, in some cases, to bring the perpetrators to justice, to obtain com-
pensation for the damage caused or to take measures to prevent and reduce such violations in
the future (Lima Declaration of Control Guidelines, 1977).

According to the ISSAI 9100 «Glossary of Terms», audit - audit / control is an analysis of the ac-
tivities and actions of the body to ensure that they are performed in accordance with the objec-
tives, budget, rules and standards. Thus, ISSAIl international standards define public sector audit
through financial audit, performance audit and compliance audit (Figure 3).

The control function of management entities in the field of public resources is manifested
through the conduct of external public audit and internal audit. According to the Law of Ukraine
«On Basic Principles of Public Financial Control in Ukraine» as of 26 January 1993, 2939-XIl, exter-
nal public audit may be carried out in the form of:

1) financial audit (subject - the Accounting Chamber of Ukraine and the State Audit Office of

Ukraine);

2) performance audit (subject - the Accounting Chamber of Ukraine) (Figure 4).

Figure 3:
Forms of public sector audit in accordance with ISSAI
Source: Compiled by the authors
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Thus, analyzing the legal framework for public financial control, it is established that Ukraine
does not legally establish such a form of public audit as compliance audit, which hinders the full
implementation of public audit and indicates non-compliance with the international standards
ISSAI 400 «Basic principles of compliance audit» and ISSAI 4000 «Compliance Audit Standard».

A compliance audit consists of an independent assessment of whether the auditee meets the
applicable laws and regulations defined as criteria (ISSAI 400/12). The purpose of the compliance
audit can be to inform potential users (the state represented by state bodies and the public) about
the legality of the management of public resources (budget funds and material resources) of the
state. Tasks are defined within the scope of the audit, but they are united by the main task: veri-
fication and assessment of the legality of the activities of entities in the field of receipt and use of
public resources in general (ISSAI 4000/23).

The subject of compliance audit is public resources of Ukraine at the micro, meso and mac-
ro levels. The object of compliance audit is the activities of recipients of budget funds and mate-
rial resources, financial transactions and information about them, which meets the international
standards ISSAI 400/12 and ISSAI 400/33.

The compliance audit involves three different parties (ISSAI 4000/19), i.e. the subjects of the

audit are:

ACCOUNTING CHAMBER OF UKRAINE
I |
| Checking the legality |

Checking the legalit; .
I of ubllicg rocuregmtler)r/t Compliance of the use of budget I
| p p audit funds and material |
[ at the pre-contractual resources |
| stages |
: Check the effectiveness :
Performance — of use

: budget funds :
I I
i I
: Analysis and assessment - - Checktmg thef |
| of the correctness of FlnanFlaI correctr'1ess Od |
accounting and reporting audit accounting and. |

I reliability of financial
| statements |
I R R 1

Preliminary and Public financial control Following
current control control
e A SEE .
| Audit of budget programs;| |
| Audit of individual State Audit of execution of local | |
| economic operations financial budgets; |
| audit Audit of business entities | |
I I
I I
| Procurement I |
| | Procurement verification and Procurement |
| | monitoring monitoring verification |
I I
I [ I
| Inspection Revision |
I I
I I
[ PUBLIC AUDIT SERVICE OF UKRAINE [
L - J
Legend:

—~=1- existing system

———) -

- suggested by the authors
Figure 4:
Directions and forms of public financial control in Ukraine
Compiled by the authors based on Ukrainian legislation
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1) the auditor, as a representative of the Accounting Chamber (controlling entity) (ISSAI 400/36);

2) the responsible party - controlled (inspected) entity (ISSAI 400/37);

3) potential users - the state in the person of controlling bodies and representatives of society, i.e.
civil institutions (citizens, organizations, mass media) for whom the auditor prepares the Report
(ISSAI 400/38).

Thus, the essence of compliance audit, as a form of public (state) audit (control) is an objective
assessment of audit evidence to verify compliance with current legal requirements for recipients
of public resources for the receipt and use of budget funds and material resources.

In order to formally approve and regulate compliance audits, the Public Resources Compliance
Audit Standard should be approved, which is aimed at conducting an independent and effective
compliance audit and support practicing auditors in developing their own professional approach
in accordance with the specifics of the subject matter and national legislation.

The standard will define the general provisions, principles and criteria for compliance audi-
ting, planning procedures, directions, methods, control points in performing compliance audits,
generalization and implementation of its results, which will identify both general and specific ap-
proaches to its implementation.

Another problem of public financial control is the lack of clear and approved standardization of
violations in terms of different controlling entities. Thus, with regard to measures of public external
financial control taken by the Accounting Chamber, all violations and shortcomings are grouped
into three sections: 1) illegal and inappropriate use of budget funds corresponding to the financial
audit and compliance audit; 2) inefficient use of budget funds, which corresponds to the conduc-
ted performance audit; 3) violation of revenue administration. For example, it should be noted that
the State Audit Office, which represents the executive branch, systematizes violations by other
classification groups: underfunding of financial resources, misappropriation of public resources,
and illegal expenditures and shortages. Therefore, this procedure does not allow interested par-
ties to analyze violations in terms of inspected entities, but only by regulatory authorities.

We consider it expedient to assess the current state of public financial control in Ukraine, which
is carried out by the Accounting Chamber (Table 1).

In general, the volume of violations detected in 2019 is the largest in the last 11 years, as is the
volume of audited public funds (UAH 763.2 billion in 2019 compared to UAH 293.5 billion in 2010).

Table 1:
Generalized performance indicators of the Accounting Chamber, 2009-2019"

Notes: ' - years | 2009 | 2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019
dollar exchange rate | 7.99 | 7.96 | 7.99 | 7.99 | 7.99 | 15.77 | 24.00 | 27.19 | 28.06 | 27.68 | 23.69

Source: Compiled by the authors based on data by the Accounting Chamber of Ukraine (2019)
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Thus, in 2019, the Accounting Chamber found violations amounting to UAH 49.8 billion, which is
UAH 32.8 billion more than in 2018 and UAH 12.9 billion more than in 2009.

Aninteresting trend is observed in the structure of violations detected by the Accounting Cham-
ber. Thus, if in recent years the largest share of violations was established in the direction of ad-
ministration of state budget revenues; in 2019 the structure of violations changed dramatically: the
amount of deviations was UAH 3.8 billion (compared to 2018), in percentage terms - by 34% less,
which is explained, in our opinion, by an increase in the level of effectiveness of public financial
control in terms of budget legislation (Figure 5).

In our opinion, the decrease in the number of inspected objects and the reports provided based
on their results is negative. Thus, in 2019, compared to 2009, the number of controlled objects de-
creased from 910 to 602 units (308 units in total), 53 reports less were prepared.

It should be noted that there was a significant increase in budget funding for the maintenance
of the Accounting Chamber. Thus, from UAH 54.1 million in 2009 (per 479 people) costs increased
more than eightfold to 462.5 million UAH (per 486 people). Given the amount of violations identi-
fied in recent years, it should be noted that labour productivity decreased with a simultaneous in-
crease in budget funding (except for 2019), which is also a negative trend.

We consider it is expedient to dwell in more detail on the main areas where violations of budget
legislation were committed (illegal and misuse of budget funds), which accounts for 64.5% of all
violations totaling UAH 32.1 billion (Figure 6).

Based on Figure 6, we conclude that most violations of illegal and misuse of budget funds were
found in the medical and social spheres (42.7%); in the field of management of state property and
material reserve (19.7%); in the field of relations between the State Budget of Ukraine and local
budgets and the use of budget funds for socio-economic development of territories (12.7%) and
in the field of state budget revenue management (10.4%).

It is important to analyze the violations of inefficient management of funds and their inefficient
use, which in the overall structure of violations is 29.5% (UAH 14.7 billion) (Figure 7).

Analytical data in Figure 7 allow us to conclude that most violations of inefficient management
of budget funds were identified in the area of state security and defense capabilities of the state
(36.2%), in the field of intreraction between the State Budget of Ukraine and local budgets and
the use of budget funds for socio-economic development of territories (32.2%) and in the field of
functioning and development of infrastructure (9.0%).

According to the Law of Ukraine «On the Accounting Chamber», performance audit involves
establishing the actual state of affairs and assessing the timeliness and completeness of budget
revenues, productivity, efficiency, economy of use of budget funds by their managers and reci-
pients. Thus, the basic criteria for conducting an efficiency audit (in addition to the efficiency itself)
are economy, productivity and efficiency (Figure 8).

We agree with the opinion of D. Hrytsyshen and T. Nazarenko (Grytsyshen & Nazarenko, 2018)
that nowdays, there are reasons that do not allow us to significantly introduce an efficiency audit
in Ukraine, among them:

- restriction of functions of the Accounting Chamber;

- lack of a system of public financial control approved at the legislative level, with the assignment
of functions and powers of certain bodies;

+ lack of scientifically sound methodological support for performance audit;

Figure 5:
Structure of violations identified by the Accounting Chamber in 2019, %
Source: Compiled by the authors based on data by the Accounting Chamber of Ukraine (2019)
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- absence of a clearly defined subject of the organization, regulation, control and performance
audit;

+ a significant number of violations of the use of funds and low responsibility;

- lack of accountability by budget organizations and organizations that are provided with budge-
tary funds in the areas of their use;

- focusing on violations of the use of funds, rather than on their effectiveness in use (Grytsyshen &
Nazarenko, 2018, p. 28).

Figure 6:
Structure of violations of budget legislation and misuse of budget funds by areas,
UAH million (USD million)
Source: Compiled by the authors based on data by the Accounting Chamber of Ukraine (2019)

Figure 7:
Structure of facts of inefficient management of budget funds
and their use (by directions) revealed in 2019, UAH million (USD million)
Source: Compiled by the authors based on data by the Accounting Chamber of Ukraine (2019)
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Thus, according to the Report of the Accounting Chamber for 2019, from the total amount of vio-
lations related to inefficient use of budget funds (UAH 14,684.1 million), we see that 45% of viola-
tions (UAH 6,608.5 million) are caused by inefficient use of funds, inefficient management - 42.1%
(UAH 6184.7 million), unproductive use of funds - 9.3% (UAH 1,360.5 million) and uneconomical
use of budget funds - 3.6% (UAH 530.4 million) (Figure 9).

One of the shortcomings that makes it impossible to systematize information on the results of
the public audit is the lack of clearly regulated information in the reports.

Also, it is poor quality of documentation covering violations, ranging from simple lack of
references to violated legal acts and grammar mistakes ending with illegal and unconfirmed
conclusions. Sometimes, such mistakes make it impossible to understand the essence of the
statement outlined in the act, which is why there is no doubt that only the competent, con-
sistent and complete information received by the auditors during the control measure con-
tributes to the achievement of the objective of financial control (Bohdaniuk, Kolisnichenko, &
Ustymenko, 2018, p. 34).

According to S. Bardash and T. Osadcha, public control must meet a number of requirements
that are determined by the interests of the state. First of all, it is about ensuring the effective-
ness of the activities of the bodies that make up its power apparatus, and of the total system as
a whole. An important condition for ensuring the effect of the functioning of state control bodies
is the systematicity, optimality and balance of their control actions. Failure to comply with at least
one of these conditions leads to the inefficient functioning of the entire system of public control
(Bardash & Osadcha, 2020, p. 23).

The main shortcomings in the development of public financial control in Ukraine include:

1) insufficient number of control units in the State Audit Office, as well as failure to ensure organi-
zational and/or functional independence of such units;

Figure 8:
Basic criteria for performance audit
Source: Compiled by the authors

Figure 9:
Structure of inefficient management of budget funds
and their use in 2019, UAH million (USD million), (%)
Source: Compiled by the authors based on data by the Accounting Chamber of Ukraine (2019)
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2) imperfection of the internal and external methodological framework for public financial control;

3) shortcomings in terms of completeness of audit actions, the quality of documentation related
to inspections, as well as the validity of conclusions based on their results;

4) lack of a proper regulatory framework in terms of the implementation of the State Audit Office

(Zdyrko & Shevchuk, p. 16).

In Ukraine, unlike foreign countries, there is a diffuse concentration of control functions, which
leads to their duplication by the controlling bodies (Kaletnik & Zdyrko, 2019, p. 88).

We agree with Y. V. Falko who believes that most of the control measures in the field of public
procurement today fall on audits and inspections conducted by the State Audit Office, the Ac-
counting Chamber of Ukraine and departmental auditors. At the same time, there is no single
legislative act that would clearly define the tasks, functions, status and areas of competence
of these bodies; the implementation of the relevant powers is regulated by various legal do-
cuments, the provisions of which are often contradictory and do not provide systematic public
control (Falko, 2013, p. 80).

Legend:
<Z>» - asingle public information procurement space as an information base of integrated public control

Figure 10:
Integration and communication of regulatory authorities in terms of their reporting
on the control of public resources
Source: Compiled by the authors
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In a market environment and under the condition of systemic crises the problem is exacerbated
by the impact of various internal and external factors (Kolesnyk et al., 2018, p. 256).

We believe that it is impossible to improve public control without focusing on the key characte-
ristics of the Good Governance Concept which focuses on consensus, participation, rule of law,
responsiveness, equality,inclusiveness, effectiveness, efficiency, transparency, accountability.

To avoid conflicts of interest, there should be a clear division of functions and tasks between
public auditors. It would be more appropriate to implement efficiency audit to focus not only
on the efficient use of public finances, but also on the effectiveness of their creation. Laws and
regulations defining the liability for violations of financial discipline require substantial revision
(Zdyrko, 2016, p. 69).

In confirmation, it should be noted that the impact of public control on the welfare of society
is provided by ISSAI 12 «The value and benefits of higher audit bodies - the impact on the lives of
citizens» (Intosai, 2014). The standard defines the following goals of influencing the well-being of
citizens:

- strengthening accountability, transparency and integrity of public sector governance bodies;
« ensuring relevance for citizens, parliament and stakeholders;
- positioning the institution of its exemplary role as an example for others.

The last two goals cannot be achieved without efficient work of regulatory authorities.

The concept of accountability, in accordance with ISSAI 20 «Principles of Transparency and Ac-
countability» and ISSAI 21 «Principles of Transparency and Accountability - Principles and Good
Practices», allows the public control body to perform functions and powers within the approved
budget, to evaluate and control of its activities and to prepare public reporting on the efficiency of
the use of own funds and resources.

The concept of transparency provides timely, reliable, high-quality and up-to-date reporting on
its work, status, authority, activities, financial management, operations and performance. In addi-
tion, it is mandatory to provide public access to the information of higher audit bodies.

The main characteristics of the system of integrated public audit should be efficiency, transpa-
rency and accountability.

Accountability and transparency of public audit of public procurement could be ensured
through the use of information technology to create an open portal of integrated public control
(hereinafter - the portal). Therefore, the portal interface should allow the selection of menus for
individual applications within the requests of interested users.

The creation of an integrated public control system will shift the emphasis from the controlling
entity to the controlled entity, as it will provide an opportunity to systematize information on iden-
tified violations by different regulatory institutions at different stages of their implementation in a
single document.

In order to increase the level of clarity of information on the results of public control, it is neces-
sary to go beyond pdf-reports, which provide detailed information on the objects of inspections.
We believe that the systematization of information by different sections will have a textual, gra-
phical and tabular representation to increase the level of accessibility and understanding by po-
tential users.

Integration and communication of regulatory authorities in terms of their reporting on public fi-
nancial control over its types and forms are presented in Figure 10.

The standardized report on budget violations should be completed based on the results of in-
spections of compliance with the law:

- at the stage of preliminary control (by the State Audit Office, the Antimonopoly Committee);
- at the stage of current control (by the Antimonopoly Committee, the State Audit Office and the

Treasury);

- at the stage of subsequent control (by the Accounting Chamber of Ukraine on financial audit,
performance audit and compliance audit).

The main task of the system of controlling bodies is to ensure strict compliance with the law
by preventing violations, and in case of their detection, liquidation should be guaranteed. A well-
functioning system of regulatory bodies meets the interests of all stakeholders - customers, par-
ticipants and society as a whole (Kaletnik & Zdyrko, 2019, p. 85).

The report should contain information on the following sections:

- vertical indicators: the amount of funds covered by the control (in terms of forms and types
of control over the term); information on identified violations and shortcomings (by type of
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control); compensation for loss of resources; prevented violations of the legislation; measures

taken based on the results of control; implementation of control results;

+ horizontal indicators: public resources (including funds from the state budget, international or-
ganizations, trust funds and purchased items); local public resources (including funds from the
local budget, international organizations, trust funds and purchased items); own funds of ma-
nagers and recipients.

Implementation of integrated public control will allow for systematizing the results of the
unified report, receiving, processing and storing large amounts of information using BigData
technology on an open portal basing on the «one page» principle of, which will ensure ac-
countability, transparency and availability of information to interested users, businesses, so-
ciety or the state).

5. Conclusions

The lack of legislation in the field of compliance audits hinders the implementation of public
audit and indicates the existence of non-compliance with international standards ISSAI 400 «Fun-
damental Principles of Compliance Audit» and ISSAI 4000 «Standard of Compliance Audit».

In order to unify the Ukrainian legislation in the field of public audit with international standards,
the Standard «Audit of Compliance of Public Resources» is proposed for approval, which defines
the general provisions, principles and criteria of audit of compliance of public resources, plan-
ning, directions, methods, control points, generalization and implementation of results, which al-
lows to determine the general approaches to the audit of compliance, and specific approaches,
taking into account the characteristics of different areas of the use of budgetary resources, modi-
fying the tasks, methods and control actions of the auditor.

The generalized results of the activity of controlling bodies in relation to public resources are
characterized by fragmentation and lack of comprehensive, integral and complete information
in terms of managers (customers), which is why the scientific and applied provisions for streng-
thening the effectiveness of public financial control have been improved by introducing an elec-
tronic unified report on budget offenses within the functions and powers of various controlling
bodies, which allows comprehensive assessment of managers (recipients) within the previous,
current and subsequent control of effective use of public resources to ensure the implementation
of the principles of accountability, accessibility and transparency in accordance with ISSAI. This
allows for receiving, processing and storing large multifaceted arrays of information using BigData
technology on an open portal and helps to systematize their results on the «one page» principle
with regard to interested users (state, businesses, society or the state).
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