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BUDGET EXECUTION IN UKRAINE UNDER MILITARY AGGRESSION:
CURRENT STATE AND FORECAST FOR THE FUTURE
The paper attempts to investigate modern challenges associated with budget execution in
Ukraine under military aggression, as well as to identify trends of change in forecast indicators in
the future. It is observed that the full-scale war of Russia against Ukraine has inflicted a heavy
blow on the Ukrainian economy, thus almost ceasing the opportunity of budget execution in
Ukraine which in turn spurs a significant on-going drop in budget revenues against rapidly
increasing public expenditures under the pressure of military and social spending. It is reported
that since the beginning of Russia's full-scale invasion to Ukraine, the total budget deficit has
increased to almost 263 billion UAH. It argued that in extremely difficult wartime, Ukrainian
taxpayers who their best to fulfil their timely scheduled obligations to the budget have become a
profound source of budget stuffing providing strong support for the Armed Forces. In the current
realia of Russian aggression, as long as the war lasts, it is rather hard to predict medium-term
prospects in the area of public finance, as well as to forecast what exactly will happen to
government revenues and expenditures in the future. It is emphasized that the key development
trends in government income and expenditures will fully depend on the war duration and the
specifics of military actions in the future. However, the findings demonstrate that the Ukrainian
economy, although slowly but gradually, is still adapting to the new wartime realia of life and
doing business. Thus, the government is encouraging entrepreneurial endeavours at all levels,
thereby boosting business activity. According to the results of the study, the inflation rate in
Ukraine which is underpinned by the increase in fuel prices could be considered as moderate which
consequently will contribute to further budget stuffing, primarily through VAT. Apart from the
above, the findings suggest that in the future, Ukraine will need to critically evaluate the
effectiveness of unprecedented customs duty exemptions and preferences that have started to create
barriers to national producers’ competitiveness, impose additional pressure on the exchange rate,
and worsen the balance of payments. However, it is argued that the current state of underpayment
of customs revenues will continue. The conclusions resume that there is a critical need to expand
the throughput capacity of crossing points to enhance international trade and export, in particular.
In this context, the following are considered to be promising steps forward: abolishment by the
European Union of all customs duties and quotas on goods and products on the Ukrainian exports
during the year, announcement by the President of Ukraine of signing a bilateral agreement
between Ukraine and Poland on joint border and customs control. It is noted that thanks to the
adoption of the relevant legislative acts, expenditures for the national security and defense
purposes and for overcoming the negative effects caused by Russia's large-scale armed aggression
against Ukraine have been increased. Within the scope of this study, the authors rely on the Law of
Ukraine "On Amendments to the Law of Ukraine "On the State Budget of Ukraine for 2022" dated
May 31, 2022, according to which most of the funds will be directed to national security and
defense (247.8 billion UAH), assistance within the framework of the "eSupport" Program for
citizens who lost their jobs due to the war (5.8 billion UAH), assistance to internally displaced
persons to cover living expenses (12.5 billion UAH), payment of pensions, allowances and
increases to pensions assigned under various pension programs (20 billion UAH).
Keywords: budget execution; full-scale war, Russian aggression against Ukraine; budget
forecast for the future; Ukraine’s economy, population protection, international support; legal
framework; increased spending.
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KOuais O. Pycina
Kuigecokuit HayionanvHuil yHieepcumem mexno102ii ma ou3ainy, Yxkpaina
BUKOHAHHS BIOJIKETY YKPATHUA B YMOBAX BIMCbKOBOI AT'PECII:
MOTOYHUM CTAH TA IPOrHO3 HA MAIBYTHE

Y cmammi 30iticneno cnpoby Oocaioumu npoonremu i 8UKIUKU, NO8 S3AHI 3 BUKOHAHHSM
O10001cemy Ykpainu 6 ymosax 8iticbKogoi azpecii, a makoic Ua61eHO MeHOeHYii 3MIHU NPOSHOZHUX
NOKA3HuKie y  manubymuvomy. Haconouwyemovcs, wo BUKOHAHHA — 0O100XdCemy  NPAKMUYHO
VHEMONCIUBTIOEMbCS yepe3 nogHomacumaobny eiuny Pocii npomu Ykpainu, axa 3aedana i 0oci
3a60a€ 8enUUE3HO20 YOapy NO VKPAIHCLbKIU eKOHOMIYl, Wo npu3eooums 00 HPAMO20 CYMMEBO20
SHUIICEHHA OOXOOHOI YACMUHU HANOGHEHHs 0100dcemy YKpainu Ha mai NOCMINHO20 3POCMAHHSL
BUMPAM OePAHCABHUX (DIHAHCIE NIO MUCKOM BIUICHLKOBUX MA COYIANIbHUX 8udamKis. Busnaueno, wo 3
nouamky nogHomacumabnoz2o eémopeHnenns Pocii na mepumopito Ykpainu 3aeanvuuti degiyum
010001cemy 3pic matidce 00 263 mapo epH. Becmawnosneno, wo e€ounum Odicepeiom HANOBHEHHs
010021cemy ma HauHaodiHiuow niompumkoio 36pounum cunam YKpainu € niamuuku nooamkis, sKi
8 HAOCKIAOHUl BOEHHUU YAC CBOEYACHO BUKOHYIOMb CB0I 30008’3aHHA neped 010HCemoM.
Jlosedeno, wo 6 menepiwiHix ymMo8ax pocCilicbKoi acpecii OOKU MPUBAE BIlIHA OYHCe BANHCKO
nepedbauumu cepeoHboCmpoKo8i nepcnekmugu y cghepi 0epiucasnux Qinauncie, sk i me, wo came
0yoe si0bysamucs i3 00Xo0amu ma GUOAmMKaAmMu Oepicagno2o 6rwdxcemy. Iliokpecnioemovcs, wo
OCHOBHI MeHOeHYyii po36UmKy O00XIOHOI ma 6udamko8oi uacmuHu 0100xcemy YKpaiHu noeHorw
Mipoto 06yOoyme 3anedcamu 8i0 mo2o, CKilbKU uacy mpugamume ys aepecii 6i0 Pociticokoi
Dedepayii, i axuil nepebic yux eilicbkogux 0iti Oyde eusznauweno Haodauxi. Ilpome Oosedeno, wo
VKpAiHCcbKa eKOHOMIKA, X04 [ NOCMYNO08o, aie 8ce 0OHO NPUCMOCOBYEMbC 00 BUMYULEHUX VMO8
aorcumms ma 8upooHuUYmea nio uac 0ii 60cHHo20 cmany. Tax, depacasa NIOMpUMYE NIONPUEMHUYBKY
OIAILHICMb HA 6CIX PIBHAX, NONINULYIOUU MUM camMum ix 0ino8y axmuenicms. Bcmanosneno, ujo
iHayis 8 Kpaini mae nomipHull xapakmep i 3yMOGIeHA 3POCMAHHAM YIH HA NATbHE, WO CEOEI0
uepeol0 MakKodiC CHpUAmMUME HOMIHANILHOMY HANOBHEHHIO 0100dcemy, Hacamnepeo, 3a PAaxyHOK
I1/]B. Buznaueno, wo 6 maubymuoomy Ha YKpainy yexac HeoOXiOHICMb KPUMUYHO20 OYIHIOBAHHS
epekmugHocmi  HAOAHUX — WIUPOKUX — MUMHUX  Nidbe,  AKI  NOYAAU  NEPeuKoodcamu
KOHKYPEHMOCHAPOMONCHOCIMI  HAYIOHANbHUX BUPOOHUKIG, CMBOPIOSAmuU 000amKOSUll MUcKk Ha
8aNIOMHULL KYpC ma NO2ipuLyeamu caiboo niamisxcnoeo oanaucy. Ilpome, uasaenuii cmau i3
HEOOBUKOHAHHAM MUMHUX HAOX0O0JCeHb mpueamume we U Haoani. Pezynemamu 0ocnioxicenHs
0eMOHCMPYIOMb, WO NOCMAE HA2ATbHA NOMpeda 8 pO3uUPEeHHi NPONYCKHOI NOMYHCHOCIT MUMHUX
NYHKMI6 0Nl aKMugizayii 306HIUHbOEKOHOMIYHOI JisbHOCMI, 4 30Kpema — ekcnopmy. YV yvomy
KOHMeKCmi, nepcneKmueHuUMY 80a4aromucs maki KpoKu. cKacy8anns €8poneucbKum coo30mM 8Cix
MUmM ma K6om Ha moeapu, NPOOYKYit0 YKPAiHCbK020 6UPOOHUYMBA YNPOOOBIHC POKY, AHOHCYBAHHS
IIpesudenmom Yrpainu nionucanns 0eocmoponnvoi yeoou midxc Ykpainoro ma Ilonvwero npo
CRIbHULL NPUKOPOOHHO-MUMHULL KOHMPOTb. Busnaueno, wo 3a605Ku npuuHAmmio 8i0no8ioHuUx
3aKOHO0A8UUX akmig OYl0 30LNbUeHO YACTUHY 8UOAmMKI8, Wo HO0YMb HA HAYIOHATbHY Oe3neky ma
000poHy ma Ha NOOONAHHA He2AMUBHUX HACTIOKI8, WO OYIU CHPUYUHEH] WUPOKOMACUMAOHOIO
30potinoio azpecieio Pocii npomu Ykpainu. Moea tioe npo 3axon Ykpainu «Ilpo énecenns smin 0o
3axony Vxpainu «Ilpo [Hepowcasnuti 6100xcem Ykpainu na 2022 piky 6i0 31 mpasua 2022 poky,
32I0HO 3 AKUM OLnbUIA YacmuHa Kowmis 0yoe CNpiMo8aHad HA HAYIOHAIbHY Oe3nexy ma 000poHy
(247,8 mapo epw), naoamns oonomozu 6 pamkax IIpoepamu «elliompumka» Onsi 2pOMAOAH, AKI
uepes giliHy empamuau pooomy (5,8 MaApO 2pH), 00NOMO2Y 6HYMPIUHbO-NEpeMileHUM 0cobam Ha
NOKpUmMmsL 8umpam Ha npodscueants (12,5 mapo epw), euniamu neucii, Ha0b6A8oK ma Nid8UUEeHb
00 Newucill, NpU3HaA4eHux 3a pisHuUMU neHcitiHumu npoepamamu (20 mapo epH).
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Kntouoei cnosa: suxonanus 61w00dcemy, nosnomacwmabna 6iuna, aecpecis Pocii npomu
Vkpainu; npoenoz 6100xcemy Ha ManuOymHe; YKpaiHCbKA eKOHOMIKA, 3aXUCm HACEeNeHHs,
MIICHAPOOHA NIOMPUMKA,; 3AKOHO0A8Ya 6a3a, 30L1bUEeHHS BUOAMKIG.

HOuusa A. Pycuna
Kueeckuii nayuonanvHvlil yHugepcumen mexHonozuil u ouzaina, Ykpauna
BBITNIOJTHEHUE BIOJIKETA YKPAUHBI B YCJIOBUSIX BOEHHOM ATPECCHMN:
TEKYIIEE COCTOSSHUE U ITPOI'HO3 HA BYAYIIEE

B cmamve npeonpunama nonvimka ucciedosamv npoobremvl U 6bl308bl, CEA3AHHBIE C
8binoIHeHuem 0100xcema YKpaurnvl 8 YCl08UAX 60EHHOU azpeccul, a makice GulasleHbl MeHOeHYUU
UBMeHeHUsL NPOSHO3HbIX nokazameneti & 0yoywem. Ommeuaemcs, 4mo 6vlnoHeHue 0100xHcema
CMAHOBUMCSL NPAKMUYECKU HEBO3ZMONCHbIM U3-3a NOJIHOMACWmadHou eotiHbl Poccuu npomue
Yxpaunwi, komopas nanecia u 00 cux nop HaHoCum 02pOMHbIIL YOAp NO YKPAUHCKOU IKOHOMUKE,
Umo NPUBOOUM K NPIMOMY CYUJeCMBEHHOM) CHUNCEHUIO OOXOOHOU Yacmu HAnoaHeHus 6rdxicema
Vkpaunvl na ¢pone nocmosinno2o pocma pacxo0o8 20Cy0apCmeeHHblX GUHAHCO8 NOO O0aslleHuem
B0EHHBIX U COYUATLHBIX PACX0008. YCcmanoeneHo, ymo ¢ Hauaia NOIHOMACUMAOHO20 8MOPIHCEHUSA
Poccuu na meppumopuio Yrpaunvt oowuii depuyum 61002xcema vipoc noumu 00 263 mapo epH.
Ilpu smom eouHCmeeHHbIM UCMOYHUKOM HANOIHEHUs O010dcema U HAOEHCHOU NOO0EPHCKOU
Boopyowcénnvim cunam Ykpaunvl aenaiomcs Hano2oniamenvujuky, KoOmopwvle 8 CEEPXCLONCHOE
B0€HHOE B8peMs CB0EBPEMEHHO BbINOJHAION C80U 00s3amenbcmea neped 0wodcemom. Jlokazawo,
YUMo 6 HbIHEeUHUX YCI08UAX POCCULUCKOL azpeccuu noKa uoém 60UHA OYeHb MPYOHO NPeoCKa3amb
CpeOHeCcpouHble Nepcnekmusvl 8 cghepe 20CYOAPCMBEHHbIX (QUHAHCO8, KAk U mo, umo 0Oydem
NPOUCXOOUMb C 00X00AMU U PACX00aAMU 20CYO0apcmeeHHo20 Orwdcema. [loouéprkuseaemces, umo
OCHOBHble MEeHOeHYUU pa3sumus 00X0OHOU U pAcXoOHOU dacmu 010xcema YKpaunvl 6 noaHOU
Mepe Oyoym 3agucemv Om MO20, CKOJIbKO 6peMeHu npooaumcs sma azpeccus Poccutickoii
Dedepayuu, u Kakoe meyeHue IMUX 80eHHbIX Oelicmseutl 6yoem npoucxooums 6 oanvHeliuem. B mo
JHce epems OO0KA3aHO, YMO VKPAUHCKAS JIKOHOMUKA, XOMs U HOCMENeHHO, HO 6Ce DAGHO
NPUCNOCAbIUBAEMCS K BbIHYHCOCHHBIM YCA08UAM JHCUSHU U HPOU3BOOCNEA 60 8peMs Oelicmeus
80enno20 nonodxcenus. I'ocyoapcmeo noodepcusaem npeoOnpuUHUMAmensCekyio 0esmenbHoCms Ha
8cex YPOBHAX, YIYUUlas memM CaAMblM UX 0el08yi0 aKmu8HOCmb. Ycmanoeneno, umo uH@ayus 6
cmpane HOCUm YMEPEeHHbll Xapakmep u 00YCI081eHa pOCMOM YeH HA MONIUBO, YMO 8 CBOI0
ouepedb makaice 0yoem cnocobcmeosams HOMUHAILHOMY HANOJIHEHUIO 0100xcema, npeicoe 8cezo,
s3a cuém HJIC. Ommeuaemcs, umo 6 0yoywem neped Ykpaune nompedyemcs Kpumuieckoe
oyeHusauue 3ppexmusHocmu nPedoCmMasIeHHbIX UUPOKUX MAMONCEHHBIX 1b20N, KOMOopble CIMalu
npensimcmeosams — KOHKYPEHMOCNOCOOHOCMU — HAYUOHAIbHLIX — Npou3gooumenei, co30aeams
O00NOJHUMENbHOEe 0asleHUue Ha 8ANIOMHbIL KYPC U YXYOulams caib0o niameéxcuo2o oananca. Kpome
Mo20, HeOO0BbINOIHEHUE MAMONCEHHIX NOCMYNIEeHUL 0ydem NpoOOJHCAMbCs U 8 OalbHelueM.
Pezynomamul uccnedosanus demoncmpupyiom, umo 803HUKAEM HACMOSAMENbHAS NOMPeOHOCb 8
pacuupeHuy  NPONYCKHOU — MOWHOCMU — MAMOMNCEHHbIX — NYHKMO8 01 aKmueuzayuu
BHEUIHEIKOHOMUYECKOU OesImelbHOCMU, a4 6 YACMHOCmu — 3Kcnopma. B smom kKonmexcme,
nepCcneKmueHbIMU BUOSIMCA cledyioujue wazu: ommena Eeponetickum coro3om ecex nowLiul u K6om
Ha moeapvl, NPOOYKYUIO YKPAUHCKO20 HNPOU3BOOCMEA 6 meueHue 200d, aHOHCUPOBaHue
IIpe3uoenmom Yxpaunvl noonucanus 08yCmoponne20 coziauenus mexcoy Ykpaunoti u Ilonvweti o
COBMECMHOM NOZPAHUYHO-MAMONCEHHOM Koumpone. Onpedeneno, umo 061a200aps NPUHAMUIO
COOMBEMCMBYIOUUX 3AKOHOOAMENbHBIX AKMO8 Oblid Y8eIUYeHd YACMb PAcX0008, UOYWUX HA
HAYUOHAIbHYI0 0e30nacHOCMb U  000POHY U HA NPeoooNeHUe He2amusHulX Nocie0cmaull,
BbI36AHHBIX UWUPOKOMACUUMAOHOU 800pYHCEHHOU azpeccueli Poccuu npomus Ykpaunel. Peub uoém
0 3axone Ykpaunvi «O eHecenuu uzmenenuti 8 3akon Ykpaunwt «O ['ocyoapcmeennom 6r00ceme
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Ykpaunvr na 2022 200» om 31 mas 2022 200a, coenacHo Komopomy OOnbWaAs 4acmeb Cpeocme
b0yoem HanpasieHa HA HAYUOHAILHYIO Oe3onacHocms U 000poHy (247,8 mapo  epw),
npedocmasnenue nomowu 6 pamxax Ilpoepammol «elloodepckay ons epaxcoan, Komopwvie us-3da
golHbl nomepsinu pabomy (5,8 MApO 2pH), NOMOWb GHYMPEHHe NePeMeUjeHHbIM JUYAM Ha
NOKpuimue pacxo008 Ha npodxcusanue (12,5 mapo epm), sviniamsi neHcuil, Ha0OABOK U NOBLIUIEHULL
K NeHCUSIM, HAZHAYEHHBIM NO PA3HLIM NeHCUOHHBIM npocpamman (20 Mapo eph,).

Knrwuesvie cnosa: svinonnenue 0w0dxcema, noiHomacuimadnas ouna; acpeccusi Poccuu
npomue Ykpauwwl; npocno3 6100xicema Ha 6yoyuee;, YKpAUHCKASL SIKOHOMUKA, 3AWUMA HACETIeHUsL,
MEANCOYHAPOOHASI NOOOEPIHCKA, 3aKOHOOAMENbHAS 0A3a, Y8eIUUeHUE PACX0008.

Introduction. Russia's war against Ukraine inflicted and still inflicts a massive and huge
blow on the Ukrainian economy, which led to a direct decrease in the revenue part of filling the
budget of Ukraine. In the opposite situation are the expenditure part of the budget, namely the
expenses of state finances, which are growing every moment under the pressure of military and
social expenses [1]. Thus, the State Budget of Ukraine, starting from February 24, 2022 and until
now, has been executed with a deficit of almost UAH 147 billion. Since the beginning of the full-
scale invasion of Russia on the territory of Ukraine, the total budget deficit has increased to almost
UAH 263 billion. The only source of filling the budget and the most reliable support for the Armed
Forces of Ukraine are taxpayers who, in extremely difficult wartime, timely and fully fulfill their
obligations to the budget [1].

However, the Ukrainian economy, albeit gradually, is still adapting to the conditions of life
and production under martial law. Thus, the state supports entrepreneurial activity at all levels, thus
improving their business activity. Inflation in the country has a moderate character and is caused by
the increase in fuel prices, which in turn will also contribute to the nominal filling of the budget,
primarily due to VAT [1].

In the current conditions of Russian aggression, as long as the war continues, it is very
difficult to predict what the medium-term prospects will be in the field of public finances, what
exactly will happen with the revenues and expenditures of the state budget. The main trends in the
development of the income and expenditure part of the budget of Ukraine will fully depend on how
long this aggression from the Russian Federation will last, and what course of these military
operations will be determined in the future [1].

Materials and methods. When writing the article, general scientific and special research
methods of economic phenomena and processes were used to determine the implementation of the
budget of Ukraine for 2022 in the conditions of military aggression by Russia.

Results and discussion. The general trend for the perspective of the implementation of the
budget according to expenditures will be savings in all areas, with the Armed Forces of Ukraine and
social protection of the population remaining the priority. Therefore, the need of the population and
business activities to optimize public expenditures and improve the quality of public services is
increasing. According to the latest results of the negotiations of the working group of the National
Council for the recovery of Ukraine from the consequences of the war "Functioning of the financial
system, its reform and development" of the "Budget policy" subgroup, the participants of the
process made a decision to review all budget expenditures [1].

In the future, Ukraine will face a critical assessment of the effectiveness of the broad
customs benefits that have begun to hinder the competitiveness of national producers, create
additional pressure on the exchange rate, and worsen the balance of payments [10; 11; 12; 13].
However, the current state of underpayment of customs revenues will continue. There is an urgent
need to expand the throughput capacity of customs points for the activation of foreign economic
activities, and in particular, exports. The following factors will come in handy in this:
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1. The European Union canceled all duties and quotas on goods and products of Ukrainian
production during the year.

2. The President of Ukraine announced the signing of a bilateral agreement between Ukraine
and Poland on joint border and customs control.

These factors will undoubtedly contribute to the recovery of Ukraine's economy [1; 2].

In addition, in the near future, it will be difficult, time-consuming, but necessary to
gradually restore the full functioning of the VAT electronic administration system (VAT CEA), that
is, its improvement and bringing it to a new level, the beginning of which was laid back in 2015.
Since many enterprises throughout Ukraine interact through the supply chains of goods, and a huge
number of partners ended up in the occupied territories controlled by the militants of the Russian
Federation, then problems are already arising regarding the registration of their tax invoices,
payment of tax obligations, which will definitely lead to the non-filling of the revenue part of the
budget of Ukraine [1].

The launch of the electronic VAT administration system should ensure the beginning of the
recovery of the VAT budget refund. Initially, there was an opinion that it would be possible to
reimburse VAT at least for January 2022 (which is almost UAH 17 billion) by means of the
voluntary purchase of domestic state loan bonds. However, this idea turned out to be unsuccessful,
since such bonds would be sold on the secondary market at a large discount, which would entail
large losses for exporters.

In addition, bonds of the domestic government loan would become a direct competitor to
military bonds, which are issued every Tuesday of the month by the Ministry of Finance in the
auctions of primary placement. This, in turn, would lead to an increase in the rate of return on the
part of the Ministry of Finance. A possible way out of this situation was payment in cash, but all
this applies only to the first month of 2022, that is, before the invasion of Russia on the territory of
Ukraine [1].

The next trend in the forecast for the future, supported by the Association of Cities of
Ukraine, will be the strengthening of the territorial binding of tax benefits. Since, according to the
Association, wherever a business moves, taxes must be paid from there and the budget should be
filled accordingly [1; 2].

In addition, of course, international financial support remains the most important perspective
and trend in the implementation of Ukraine's budget. Yes, from 40 billion dollars. Aid from the
USA, which was already voted by the Congress and signed by the President of the USA, Joe Biden,
9 billion dollars. will go to additional economy and technical assistance to Ukraine, and 8 billion
dollars. To respond to urgent needs in Ukraine, namely budget support [1].

The main promising trends in budget implementation are shown in Fig. 1.

Paying attention to the budget of Ukraine during martial law, it is worth emphasizing that
global changes took place. Thus, the Parliament increased part of the expenses that go to national
security and defense and to overcome the negative consequences caused by Russia's large-scale
armed aggression against Ukraine. So, on May 31, 2022, the Law of Ukraine "On Amendments to
the Law of Ukraine "On the State Budget of Ukraine for 2022" was adopted [3].

According to the Law of Ukraine "On Amendments to the Law of Ukraine "On the State
Budget of Ukraine for 2022", most of the funds will be directed to national security and defense
(UAH 247.8 billion), assistance under the "eSupport" Program for citizens who lost their jobs
because of the war (5.8 billion UAH), assistance to internally displaced persons to cover living
expenses (12.5 billion UAH), payment of pensions, allowances and increases to pensions assigned
under various pension programs (20 billion UAH), a more detailed list is given in fig. 2 [3].
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The main stages of implementation of the budget of Ukraine
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Fig. 1. Promising steps in the implementation of the budget of Ukraine
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Source: [3].
Fig. 2. Increase in expenditures of the general fund of the State Budget of Ukraine,
UAH billion

In general, the implementation of this Law [3] will allow:
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first, to implement priority steps in increasing the defense capability and security of Ukraine,
the main purpose of which is to counter Russia's large-scale war against Ukraine, as well as to solve
global issues caused by this war [3];

secondly, to ensure efficiency in the management of budgetary appointments of the main
heads of state budget funds belonging to the security and defense sector, to regulate the attraction of
grants for budgetary support on the basis of contracts between the Cabinet of Ministers of Ukraine
and foreign financial institutions, as well as to regulate the possibility of free provision of legal
advisers protection of the rights and interests of Ukraine, state bodies and local self-government
bodies in foreign jurisdictions [3].

Regarding the Law on budget management during martial law, the Verkhovna Rada adopted
draft law No. 7166 on the peculiarities of government budget management during martial law [7].

Now, local self-government bodies or military administrations will be able to make
decisions on directing the remaining funds from subventions from the state budget to local budgets.
We are talking about money saved in local budget accounts as of January 1, 2022, which will go to
territorial defense measures, meeting the food needs of the civilian population,
evacuation/removal/relocation of the civilian population from the area where hostilities are taking
place and dangerous territories to safe ones places [7].

In addition, the funds will be used to pay for transport services, fuel and lubricants,
arrangement of accommodation for citizens who left their homes in connection with hostilities,
payment of other measures aimed at supporting the civilian population in the conditions of martial
law [7].

It 1s also postponed until January 1, 2023, the introduction of automatic inclusion in local
self-government budgets of the excise tax on the sale of tobacco products, tobacco and industrial
tobacco substitutes, liquids used in electronic cigarettes [7].

In addition, the draft law [7] provides that during martial law and within six months after its
end, in the event of an overdue debt of a business entity to the state for a loan raised by the state or
under a state guarantee, as well as for a loan from the budget, interest and other fines are not
accrued [7].

Conclusion. Therefore, Russia's full-scale war against Ukraine will deal a terrible blow to
the entire economy of Ukraine, resulting in a drop in the revenue part of the country's budget. Since
the beginning of the full-scale invasion of Russia on the territory of Ukraine, the total budget deficit
has increased to almost UAH 263 billion. In the current conditions of Russian aggression, as long as
the war continues, it is very difficult to predict what the medium-term prospects will be in the field
of public finances, what exactly will happen with the revenues and expenditures of the state budget.
The main trends in the development of the income and expenditure part of the budget of Ukraine
will fully depend on how long this aggression from the Russian Federation will last, and what
course of these military operations will be determined in the future. However, the Ukrainian
economy, albeit gradually, is still adapting to the conditions of life and production under martial
law.

Thus, in order to fulfill the budget of Ukraine in the long term, the following basic steps
must be followed: cancellation by the European Union of all customs duties and quotas on goods
and products of Ukrainian production during the year; the announced signing of a bilateral
agreement between Ukraine and Poland on joint border and customs control; gradual restoration of
the full functioning of the VAT electronic administration system; strengthening of territorial
anchoring of tax benefits; the introduction of savings in all directions, except for the priority of the
Armed Forces of Ukraine and social protection of the population; continuation of international
financial support.
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In addition, not the last place is occupied by the regulatory and legislative base of Ukraine.
Because of the adoption of these Laws part of the expenditures for national security and defense and
for overcoming the negative consequences caused by Russia's large-scale armed aggression against
Ukraine was increased. We are talking about the Law of Ukraine "On Amendments to the Law of
Ukraine "On the State Budget of Ukraine for 2022" dated May 31, 2022, according to which most
of the funds will be directed to national security and defense (247.8 billion UAH) , provision of
assistance within the framework of the "eSupport" Program for citizens who lost their jobs due to
the war (5.8 billion UAH), assistance to internally displaced persons to cover living expenses (12.5
billion UAH), payment of pensions, allowances and increases to pensions assigned under various

pension programs (20 billion UAH).
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