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Abstract

Within the article, the parameters of determining financial impact of governed-sponsored enterprises on the
financial policy of Ukraine are researched. After the analysis it is substantiated that financial impact of
governed-sponsored enterprises on the financial policy of Ukraine is primarily implemented through the amount
of taxes, fees and other mandatory payments paid by public sector enterprises to the State Budget (income tax of
state-owned enterprises, part of net profits withdrawn from the budget, rent payments, payment of other taxes
and fees). In first turn, it affects the fiscal policy, which is a key component of the Ukraine’s fiscal policy. In
addition, the parameters of profit distribution of governed-sponsored enterprises are key characteristics of the
dividend policy. Investment decisions made by management of governed-sponsored enterprises largely
determine the investment policy in certain industries in which these enterprises are dominant. Given a small
volume of foreign exchange transactions in the official foreign exchange market of Ukraine, state-owned
enterprises that buy (sell) foreign currency have a significant impact on the exchange rate, which is an
important parameter of the monetary policy.

Key words: state; enterprise; public sector of the economy; financial policy

JEL Classification: C3, G31, L66

I.INTRODUCTION

The financial policy of the public sector enterprises and the financial policy of the state are closely
connected. On the one hand, the state as the owner of enterprises of the public sector of economy approves their
financial plans, determines the parameters of the profit distribution and the use of the available property. On the
other hand, public sector enterprises are usually representatives of big business and are often natural monopolies
in certain areas, thus having a significant impact on commodity and financial markets and the processes of the
formation, distribution and redistribution of GDP as a whole.

I1.ANALYSIS OF RECENT RESEARCHES AND PUBLICATIONS

Problems of the development of governed-sponsored enterprises were studied by such foreign and
domestic researches as: Abramova et al. (2021), Akhmetshin et al. (2018), BartoSova et al. (2015), Bieliaieva
(2017), Ciubotariu et al. 2019, Dubyna et al. (2021), Grigashkina et al. (2018), Grigoras-Ichim et al. (2018),
Gritsenko (2015), Grosu et al. (2019), lvashchenko et al. (2017), Polishchuk et al. (2018), Khudolei et al.
(2021), Kosach et al. (2020), Kovalchuk et al. (2019), Lagodiienko et al. (2021), Lagovska et al. (2020), Popelo
(2017), Sahaidak et al. (2021), Shaposhnykov et al. (2019), Shkarlet et al. (2019), Socoliuc et al. (2020),
Tamuleviciené (2016), Viknianska et al. (2021) and Zybareva et al. (2019) and these works are devoted to the
theory of management of finances and financial risks.

The analysis of the structure and dynamics of the development of governed-sponsored enterprises is quite
deeply studied by scientists from various fields of science. Within the article, the emphasis is made on financial
impact of the activity of governed-sponsored enterprises on the financial policy of Ukraine.
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The purpose of this article is to determine the parameters of financial impact of the activity of governed-
sponsored enterprises in the context of their participation in the implementation of the state financial policy.

I11. RESEARCH RESULTS

An important component of the financial policy, which determines the possibilities of further economic
development is the investment policy. The productivity and competitiveness of the national economy depend on
the volume, directions and forms of investments. Public sector enterprises are important participants in the
investment market. Implementing their own investment programs and projects, they contribute to the
development of the engineering, transport, road and industrial infrastructure.

First of all, it is implemented through various forms and types of capital investments made by public
sector enterprises of economy (see Figure 1).
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Figure 1 — Types and forms of capital investments of public sector enterprises of economy
Source: Own elaboration

In Figure 1, we can see that the total volume of investments of public sector enterprises of economy
during the studied period has been increases for UAH 34,22 billion, or 1,72 times. This growth was primarily
due to an increase of the volume of capital construction for UAH 15,07 billion, an increase in investment in the
modernization and reconstruction of fixed assets for UAH 7,65 billion, an increase in investments in the
purchase of fixed assets for UAH 6,86 billion, the increase of the investment volume in capital repair for UAH
2,59 billion, the volume of investments by the purchase of intangible assets for UAH 1,17 billion, as well as the
purchase of other non-current tangible assets for UAH 0,89 billion.

On the one hand, the devaluation of hryvnia made a significant contribution to the hryvnia dynamics of
capital investments, so, in dollar terms, the volume of capital investments made by public sector enterprises even
decreased. However, in itself, even the nominal growth of all forms and types of capital investments has a
positive effects on the financial policy of the state, as capital investment increases the potential tax base, which,
in turn, is the object of the state fiscal policy.

Public sector enterprises of economy play an important role in the implementation processes of the state
fiscal policy, which is an integral component of its financial policy. In the process of the financial and economic
activity, public sector enterprises of economy pay a large number of taxes, fees and mandatory payments to the
State and local budgets, as well as State trust funds. The contribution of public sector enterprises can be
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estimated on the basis of comparing the amount of taxes and fees paid by them, mandatory payments and
revenues of the State Budget of Ukraine (see Figure 2).
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Figure 2 — Dynamics of the share of taxes and fees paid by public sector enterprises in the revenues of the
State Budget of Ukraine
Source: Own elaboration

In Fig. 2, we can see that taxes and fees paid by public sector enterprises of economy occupy a significant
share in the revenues of the State Budget of Ukraine. On average, in 2011-2019 public sector enterprises of
economy due to the paid taxes and fees formed 13,3% of the revenues of the State Budget of Ukraine, their share
as a whole for the period decreased from 0,1% to 14,19% as of 2019. In addition, public sector enterprises of
economy also pay to local budgets and state trust funds (see Figure 3).
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Figure 3 — Dynamics and structure of payments of public sector enterprises of economy in favor of the
state
Source: Own elaboration

In Figure 3, we can see that total payments in favor of the state have a rapid upward trend from UAH 73,2
billion in 2011 to UAH 216,9 billion in 2019. Thus, during the studied period, the total payments of public sector
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enterprises of economy in favor of the state increased almost 3 times for UAH 143,7 billion. As part of all
payments of public sector enterprises, the largest share is occupied by taxes and fees levied by public sector
enterprises to the State Budget of Ukraine. During the studied period, the amount of taxes and fees paid by
public sector enterprises to the State Budget of Ukraine increased 3,2 times or for UAH 96,7 billion.

The second in absolute terms of payment by public sector enterprises of economy are social insurance
contributions. During the studied period, the volume of social insurance contributions paid by public sector
enterprises of economy increased 1,9 times, or for UAH 12,4 billion. In addition, public sector enterprises of
economy pay taxes and fees to local budgets. In 2011-2019, the amount of taxes and fees paid by public sector
enterprises increased 2,9 times or for UAH 16,3 billion. It is also noteworthy that during 2011-2016, the amount
of taxes and fees is relatively insignificant, while from 2017, their amount increased to UAH 18,1 billion, in
2018 — to UAH 33,5 billion, in 2019 made UAH 24,1 billion. In general, for 2011-2019, the amount of taxes and
fees paid by public sector enterprises increased 4,1 times or for UAH 18,2 billion. In Figure 4, the dynamics and
the structure of payments of public sector enterprises of economy to the State Budget of Ukraine are reflected.
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Figure 4 — Dynamics and structure of payments of public sector enterprises of economy to the State
Budget of Ukraine
Source: Own elaboration

Total payments of public sector enterprises to the State Budget of Ukraine increased from UAH 45 billion
in 2011 to UAH 141,7 billion in 2019. As it was mentioned earlier, their volume almost triples, or for UAH
143,7 billion. The largest amount of tax paid by public sector enterprises to the State Budget of Ukraine is VAT,
which is calculated a s a difference between tax liabilities and tax credit of public sector enterprises of economy.
The amount of VAT transferred to the State budget for the studied period increased 2,5 times, or for UAH 34,1
billion. The second largest payment of public sector enterprises in economy is rent payment. Its amount during
the studied period increased 3,2 times, or for UAH 18,7 billion. The amount of income tax paid by public sector
enterprises of economy, which during the studied period increased 3,3 times, or for UAH 20,8 billion. (Figure 5).
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Figure 5 — Amount of income tax in favor of the state of the net profit of public sector enterprises of
economy
Source: Own elaboration

In Figure 5, we can see that in addition to income tax, public sector enterprises transfer to the State
Budget of Ukraine part of the net profit (state unitary enterprises) or pay dividends on share to the state, if we
speak about business enterprises in which authorized capital the state owns more than 50% of shares. The
amount of net profit transferred by public sector enterprises increased 5,2 times, or for UAH 8,9 billion in 2019
and made UAH 11 billion. The amount of dividends paid by public sector enterprises of economy was relatively
insignificant in the period from 2011 to 2015, but since 2016 there has been a rapid increase to a maximum of
UAH 31,7 billion in 2018. In general, during the studied period, the amount of dividends paid by public sector
enterprises of economy increased for UAH 22,4 billion.

It should also be noted that taxes and fees paid by individual public sector enterprises of economy (for
example, PJSC Ukrnafta, PJSC Natogaz of Ukraine, NNEGC Energoatom) are enterprises that largely finance
the filling of the Special Fund of the State Budget, from which the expenditures on the development are
financed. In particular, according to Art. 11 of the Law of Ukraine “On the State Budget for 20207, the source of
the filling of the Special Fund of the State Budget is among others as follows:

- proceeds from the repayment by PJSV Ukrnafta tax debt, including restructured or deferred
(deferred), including penalties, (financial) sanctions, penalties or interest accrued , and/or those to accrued on the
amount of this debt), as well as penalties (fines) and penalties imposed by controlling bodies, accrued in
connection with late payment of taxes that are in the process of judicial or pre-trial (administrative) appeal, from
the profit tax of enterprises, which as of August 1, 2020 are not paid before the date of mutual settlements;

- proceeds from repayment by PJSC Ukrnafta tax debt, including restructured or deferred (deferred)
(including penalties, (financial) sanctions, fine and interest, accrued, and/or those to be accrued on the amount of
this debt), as well as penalties (fines) and penalties imposed by the controlling body, accrued in the connection
with late payment of taxes, which are in the process of judicial or pre-trial (administrative) appeal, from the rent
for the use of subsoil for the extraction of oil, natural gas and gas condensate, which accrued as of August 1,
2020 and are not paid before the date of mutual settlements;

- proceeds from repayment by PJSC Ukrnafta tax debt, including restructured or deferred (deferred)
(including penalties, (financial) sanctions, fine and interest, accrued, and/or those to be accrued on the amount of
this debt), as well as penalties (fines) and penalties imposed by the controlling body, accrued in the connection
with late payment of taxes, which are in the process of judicial or pre-trial (administrative) appeal, from VAT,
which accrued as of August 1, 2020 and are not paid before the date of mutual settlements;

- proceeds from the payment of monetary liabilities from the profit tax of enterprises that have arisen
and/or will arise in PJSC Ukrnafta as a result of the transactions for the sale (supply) of natural gas to the
National Joint-Stock Company Naftogaz of Ukraine;

- proceeds from the payment of monetary obligations of PJSC Ukrnafta from the value added tax on the
transactions for sale (supply) of natural gas to the National Joint-Stock Company Naftogaz of Ukraine;
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- proceeds from the payment of income tax liabilities of the enterprises that arose and/or will arise in
NJSC Naftogaz of Ukraine as a result of receiving compensation specified in para. 31, art. 14 of this Law, as
well as the results of the economic activity for 2020-2021.

According to art.12-13 of the Law of Ukraine “On The State Budget for 20207, the source of the filling of
the Special Fund of the State Budget is as follows:

- the balance of funds, the source of which was the income from the state-owned enterprise NNEGC
Energoatom in accordance with Art. 7 and 8 of the Law of Ukraine “On streamlining the issues related to nuclear
safety”, received in previous periods;

- the balance of funds, the source of which was the income of the State Agency of Motor Roads of
Ukraine, obtained through borrowings raised under state guarantees in 2012 and 2013;

- payback of funds provided to PJSC Ukrhydroenergo on a revolving basis for the implementation of
projects on socio-economic development;

According to Article 25 of the Law of Ukraine “On the State Budget for 20207, in 2020, a NJSC Naftogaz
of Ukraine in accordance with the results of the financial and economic activity in 2019 transferred to general
and special funds of the State Budget part of net profit (income) or dividends (income)), accrued on shares
(stakes) of the companies in the authorized capital of which is state property, withdrawn to the State Budget.

Therefore, we can see that public sector enterprises of economy play an important role in filling the State
Budget of Ukraine. The state, as the owner and the founder of public sector enterprises, confiscates part of
income generated by them. On the other hand, the very economic relations that arise in the process of financial
and economic activities of public sector enterprises of economy of Ukraine have a significant impact on the
financial policy and financial security of Ukraine. One of the key parameters that characterizes the level of
financial security of the country at the macro level is the amount of public and state-guaranteed debt.

According to the Budget Code of Ukraine, public debt is a total amount of debt obligations of the state to
repay received outstanding loans (borrowings) as of the reporting date arising from the government borrowing.
The state-guaranteed debt is the total amount of debt obligations of business entities — residents of Ukraine on
received and outstanding loans (credits) on the reporting date, the implementation of which is secured by state
guarantees. State guarantees to ensure full or partial fulfillment of debt obligations of business entities —
residents of Ukraine may be provided by the decision of the Cabinet of Ministers of Ukraine or on the basis of
international agreements of Ukraine only in the framework of the agreements defined by the Law “On The State
Budget of Ukraine”. State guarantees are provided of terms of payment, timeliness, as well as ensuring the
fulfillment of obligations in the manner prescribed by the law.

State guarantees are not provided to secure debt obligations of economic entities, if the direct source of
repayment of loans (credits) is the State Budget (except for debt obligations arising from loans (credits) from
international financial organizations).

Payments related to the fulfillment of guarantee obligations of the state are made in accordance with
relevant guarantees, regardless of the amount of funds specified for this purpose in the Law “On the State Budget
of Ukraine”, and are reflected as providing credits out of budgets relating economic entities, which obligations
are guaranteed.

In practice, state guarantees are often provided to public sector enterprises of economy. For example, the
Law of Ukraine “On the State Budget of Ukraine for 2020” provides for the provision of state guarantees to
ensure the fulfillment of debt obligations of the company in the authorized capital of which, 100% of shares
belong to the state, and which operates in the field of electricity transmission in Ukraine.

In view of the above, we consider it appropriate to analyze the amount of public debt of Ukraine, the size
and the structure of state guarantees 2011-2019 in order to investigate a systematic nature of such practices in
providing state guarantees to public sector enterprises and to impact on the financial policy of Ukraine. Since the
absolute amount of public and state-guaranteed debt is significantly affected by exchange rate fluctuations, the
dynamics and structure of public and state-guaranteed debt of Ukraine in 2011-2019 both in USD and hryvnias
will be reflected. In dynamics of public and state-guaranteed debt of Ukraine in US dollars and hryvnias, we can
see that although in general the trajectory of the dynamics of public and state-guaranteed debt in dollars and
hryvnias as a whole is ascending, there are still some differences due to the devaluation and revaluation of
hryvnia in some years. In structure of public ad state-guaranteed debt of Ukraine, we can see that in hryvnia
equivalent, the public and state-guaranteed debt for 2011-2019 increased for UAH 1525,11 billion, or 4,22 times
to UAH 1998,3 billion as of 31.12.2019. While in dollar terms, the total public and state-guaranteed debt
increased for US 25,14 billion dollars, or 1,43 times to US 84,37 billion dollars as of 31.12.2019.

We can see that in addition to the amount of public and state-guaranteed debt denominated in US dollars,
the exchange rate is a key parameter that affects its volume in hryvnia. The growth of the exchange rate was a
key reason for the sharp increase in public and state-guaranteed debt since 2014 (although in dollar terms it
slightly decreased compared to the previous year). It is also noteworthy that due to the revaluation of hryvnia,
the amount of public and state-guaranteed debt denominated in hryvnia decreased in 2019 compared to 2018 for
UAH 170,15 billion, though in dollar terms, it increased for USD 6,05 billion. Given that about public and state-
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guaranteed debt is denominated in foreign currency and to eliminate the impact of the exchange rate factor on
the amount of the state-guaranteed debt, further analysis will be conducted in US dollars. In structure of public
ad state-guaranteed debt of Ukraine, we can see that in the structure of public and state-guaranteed debt public
debt is predominant (more than % throughout the studied period). During the studied period, the amount of
public debt increased for UAH 29,65 billion, or 1,66 times. The amount of state-guaranteed debt for 2011-2019
decreased for USD 4,51 billion, or for 31%. A detailed structure of the state-guaranteed debt in 2011-2019 is
presented. As we can see in structure of state-guaranteed debt of Ukraine, the basis of the state-guaranteed debt
of Ukraine is debts on loans received from international financial organizations, which amount increased from
USD 0,36 billion to USD 8,06 billion as of 31.12.2019. The basis of this debt (Appendix) is the debt to IMF, the
amount of which decreased from USD 7,36 billion to USD 7,09 billion, or for USD 0,27 billion.

Also, as part of state-guaranteed debt on loans from international financial organizations as of December
31.12.2019, Ukraine had also debts to the International Bank of Reconstruction and Development — USD 0,46
billion, The European Bank of Reconstruction and Development — USD 0,34 billion, The European Nuclear
Energy Community — USD 0,11 billion, The European Investment Bank — USD 0,06 billion.

The second largest external source of the state-guaranteed debt is loans from foreign commercial banks
and other financial institutions. During the studied period, loans under state guarantees were provided by the
following foreign financial institutions: Aquasafety Invest plc, CENTRAL STORAGE SAFETY PROJECT
TRUST, Citibank, N.A., Deutsche Bank AG, Citibank, N.A. London, Credit Suisse First Boston International,
Credit Suisse International, Deutsche Bank AG London, UniCredit Bank Austria AG, VTB Capital PLC, OJSC
Gazprombank, Sate bank of the development of the CPR, Export-import bank of China, Export-import bank of
Korea, Sherbank of Russia. The amount of debt on loans granted by foreign banks under state guarantees for
2011-2019 decreased for USD 0,66 billion to USD 1,44 billion as of 31.12.2019. As of December 31.12.2019,
the largest amount of debt under state guarantees has Export-Import Bank of China -USD 1,2 billion (the total
volume of loans from foreign banks as of 31.12.2019 made UAH 1,44 billion). We can also see that during
2011-2014 the state issues state-guaranteed securities placed in foreign stock markets. The amount of debt under
these guarantees as of 31.12.2011 made USD 2,85 billion, in 2012 — USD 3,4 billion, in 2014 — USD 1,81
billion. Of this volume, the amount of debt for guarantees on 5-year bonds of NJSC Naftogaz in 2011-2013
made USD 1,6 billion, on 5-year bonds by SE Fininpro in 2012-2014 — USD 0,55 billion, on 7-year bonds by SE
Fininpro in 2011-2014 — USD 1,26 billion. Since 2015, the state has not provided state guarantees for securities
listed in foreign stock exchanges.

The state-guaranteed domestic debt was formed due to the provision of state guarantees for securities
placed in domestic stock exchanges. The amount of debt on the state-guaranteed debt for securities placed in
domestic stock exchanges decreased from USD 0,73 billion as of 31.12.2011 to USD 0,18 billion as of
31.12.2019, or for USD 0,55 billion. During 2011-2019, five state-owned enterprises has debts for securities in
domestic stock exchanges, namely: Ukravtodor, NJSC Naftogaz of Ukraine, DIU KhDAVP, SE KAZ Aviant
(Annex).

Another channel for the formation of domestic state-guaranteed debt is loans provided under state
guarantees by state-owned banks. In 2011-2019, the state-guaranteed debt included debts before three state-
owned banks, namely: OJSC State Export-Import Bank of Ukraine, OJSC State Oscchadbank of Ukraine, PJSC
JSC Ukrgazbank. The total amount on domestic guaranteed debt to these banks decreased for USD 0,59 billion
from USD 0,81 billion as of 31.12.2011 to USD 0,22 billion as 31.12.2019.

1VV.CONCLUSION

From the analysis of public and state-guaranteed debt of Ukraine in 2011-2019 we can conclude that on
the one hand, the CMU, providing state guarantees for certain state-owned enterprises supports their
creditworthiness in attracting loans, borrowings and placement of securities in both domestic and foreign
markets. On the other hand, state-owned enterprises, by attracting borrowed capital under state guarantees,
themselves significantly affected the debt policy of the state, which is a component of its financial policy. This
effect is most pronounced when companies are unable to repay borrowed capital raised under public guarantees,
when state-guaranteed debt becomes the direct government debt. It is quite common by the liquidation of state-
owned enterprises.

Based on the study conducted in the section, we can see that the financial impact of governed-sponsored
enterprises on the financial policy of Ukraine is primarily implemented through the amount of taxes, fees and
other mandatory payments paid by public sector enterprises of economy to the State Budget (income tax of state-
owned enterprises, part of net profit that is withdrawn from the budget, rent payments, payment of other taxes
and fees). In first turn, it affects the fiscal policy, which is a key component of the Ukraine’s financial policy. In
addition, the parameters of profit distribution of governed-sponsored enterprises are a key characteristics of the



EUROPEAN JOURNAL OF ACCOUNTING, FINANCE & BUSINESS

Volume XV1/2021 ISSN 2344-102X
Issue (XXVI) / June 2021 ISSN-L 2344-102X

dividend policy. These funds form revenues of the State Budget and are the parameters of the regulation in the
framework of the fiscal policy and the policy of the property (assets) management.

Investment programs and projects implemented by governed-sponsored enterprises. Investment decisions
made by management of state-owned enterprises largely determine the investment policy of certain enterprises in
which these enterprises are dominant.

The volume and conditions under which the governed-sponsored enterprises attract borrowed capital in
the domestic and foreign markets. These parameters influence both the fiscal (in first turn in part of the debt
policy), and on the monetary policy (volumes, currency and time structure of foreign debt have great impact on
the currency exchange rate).

The volume and structure of transactions of governed-sponsored enterprises in securities market. On the
one hand, they are issuers of securities and form their offer in the market; on the other hand, they are buyers of
securities traded in the market (including domestic government bonds).

Transactions carried out by governed-sponsored enterprises in the foreign exchange market. Given the
small volume of foreign exchange transactions in the official foreign exchange market of Ukraine, state-owned
enterprises that buy (sell) foreign currency have a significant impact on the exchange rate, which is an important
parameter of the monetary policy.
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