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Abstract. This article examines the theoretical and practical aspects of
auditing and control in the context of ensuring the effective use of budget funds amid
the reform of Ukraine’s public finance system and the tightening of requirements for
transparency, accountability, and performance of government agencies. It is argued
that effective state financial control is one of the key instruments for ensuring the
state’s financial stability, the rational use of budget resources, and improving the
quality of public administration. The role of performance auditing in the budget
control system is defined, and its significance for evaluating the effectiveness of
budget programs and state financial policy is revealed. The aim of the study is to
summarize theoretical approaches to the organization of public financial control,
analyze the current state of budget fund audits in Ukraine, and develop practical
recommendations for improving the effectiveness of the public audit system. The
research methods are based on a combination of general scientific and specialized
methods, including analysis and synthesis, comparison, systematization,
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generalization, structural-functional analysis, and logical modeling. The research
was based on scholarly works by domestic and foreign scholars, the INTOSAI and
ISSAI international auditing standards, Ukrainian laws and regulations in the field
of public financial control, as well as materials from the Accounting Chamber of
Ukraine. As a result of the study, the economic meaning of the concepts of “audit”
and “control” in the budgetary sphere has been clarified, the main types of public
audit have been systematized, and their functional characteristics have been
identified. It has been established that performance audit is the most promising tool
for assessing the effectiveness of budget funds, as it is based on the principles of
economy, efficiency, and effectiveness. The current institutional structure of state
financial control in Ukraine has been analyzed, and key problems in its functioning
have been identified, including: insufficient independence of certain control bodies,
limited application of a risk-based approach, inadequate coordination between
external and internal audit entities, low implementation of audit recommendations,
and insufficient digitization of control procedures. The findings indicate the
advisability of expanding performance audit practices, implementing modern digital
technologies for monitoring budgetary operations, utilizing big data analytics, and
adopting a risk-based approach to planning control measures. It has been
demonstrated that improving the effectiveness of public financial control requires
comprehensive improvements to the regulatory framework, strengthening the
institutional independence of audit bodies, developing the professional
competencies of auditors, and increasing accountability for failure to implement
audit recommendations. The practical significance of the results lies in the
possibility of using the proposed approaches to improve the system of public
financial control, increase the efficiency of budget resource utilization, and develop
public accountability mechanisms in Ukraine. Prospects for further research are
linked to the development of sector-specific performance audit methodologies, the
implementation of artificial intelligence tools in public sector auditing, and the
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evaluation of the effectiveness of budget programs in the context of the digital
transformation of the public sector.

Keywords: public financial control, performance audit, public finance,
budget process, risk-based approach, financial monitoring, internal audit,

digitalization of control.

AYI[I/IT Ta KOHTPOJb Y 3a0e3nevYeHHi e(l)eKTI/IBHOI'O BHKOPHUCTaAHHA 6IOI[9KeTHI/IX

KOIITIB

Caxuo JlrogmMuia AHaroJtiiBHa

KaHAUJAT eKOHOMIYHUX HAyK, JOIEHT, JOLEHT Kadeapu (piHaHCIB, 00JIIKY Ta
onojatkyBaHHs, TaBpiCbKUN JEepKaBHUM arpOTEXHOJIOTIYHUN YHIBEPCUTET IMEHI
Jmutpa MoTopHoro, 3anopixxs, Y kpaiHa
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AHoTanisi. Y CTaTTl JOCIIIKEHO TEOPETUYHI Ta MPAKTUYHI aCIIEKTH ayJIUTy
i koHTposto y cdepi 3abe3leueHHs] €PEKTUBHOTO BUKOPUCTAHHS OOKETHUX
KOIITIB B yMOBaXx pedopMyBaHHS cUCTeMHU MNyOmiuyHUX (iHAHCIB YKpaiHu Ta
MOCUJIEHHS BHUMOT JI0 MPO30POCTi, MIA3BITHOCTI M Pe3yabTATUBHOCTI JisIIBHOCTI
opraHiB Jep:kaBHOi Biagu. OOrpyHTOBaHO, IO €(PEKTUBHUN JAep>KaBHUU
(iHAaHCOBUU KOHTPOJb € OJIHUM 13 KIIOYOBUX I1HCTPYMEHTIB 3a0e3MedyeHHs
(iHaHCOBO1 CTAOUIBHOCTI JEp>KaBW, PalllOHATILHOTO BUKOPUCTAHHS OIOJKETHUX
peCypCIB Ta MiIBUILEHHS SIKOCTI yOJI1YHOr0 yrpaBiiHHA. Bu3HaueHo posib ayauTy
€(heKTUBHOCT1 y CUCTEMI1 OIOJIKETHOTO KOHTPOJIIO Ta PO3KPUTO MOTO 3HAUECHHS JIJIs
OI[IHIOBAHHSI PE3YJbTATUBHOCTI OIXKETHUX MporpaM 1 JepxaBHOi (hiHAHCOBOI
noMiTUKU. MeTo JOCHIIKeHHSI € Yy3arajlbHEHHS TEOPETUYHUX MIJIXOMdIB O
oprasizaiii AepKaBHOTro (PIHAHCOBOTO KOHTPOJIIO, aHAJII3 CYYaCHOTO CTaHy ayaHuTy
OI0/KETHUX KOIITIB B YKpaiHi Ta po3poOKa MPaKTUYHUX PEKOMEHIAIINA HI0A0
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MIJBUIICHHS €(QEeKTUBHOCTI (DYHKI[IOHYBAHHS CHUCTEMH J€PKAaBHOTO ayauTYy.
Metoam gociaigxeHHst 0a3yr0ThCS HA KOMIUIEKC] 3arajJbHOHAYKOBHX 1 CIIEIiaIbBHUX
METOJIB, 30KpeMa METOJIB aHali3y 1 CHHTE3y, MOPIBHAHHS, CHUCTEMaTH3allii,
y3araJbHEHHS, CTPYKTYPHO-(PYHKIIIOHAJIBHOTO aHajgizy Ta  JIOTIYHOTO
MojentoBaHHsA. [HopmarliiiHoo 06a3010 MOCHIKEHHS CTald HayKOBl1 IMpalll
BITUM3HAHUX 1 3apyOlKHUX yueHHX, MikHapo Hi ctangaptu ayauty INTOSAI ta
ISSAI, HopMaTUBHO-TIPaBOBI akTU YKpaiHu y cdepi Aep:kaBHOTO (HiHAHCOBOTO
KOHTPOJIIO, a TakoX Matepiann PaxyHkoBoi mamaru YkpaiHu. Y pe3yJbTarti
AOCJTII’KEeHHSI YTOYHEHO €KOHOMIYHUN 3MICT IMOHATHh «ayJIWUT» 1 «KOHTPOIIb» Y
OIO/DKETHIN cdepi, CUCTEeMATH30BAaHO OCHOBHI BHUJM JEpP>KaBHOIO ayAuTy Ta
BU3HAYCHO 1X (PYHKIIIOHANIbHI 0COOIMBOCTI. BcTaHOBIIEHO, 1110 ayAUT €PEKTUBHOCTI
€ HaiOUIbII NEpPCHEKTUBHUM 1HCTPYMEHTOM OLIHIOBaHHS pPe3yJbTaTUBHOCTI
BUKOPUCTAHHS OIOPKETHUX KOINTIB, OCKUIBKM 0a3yeTbCcsl Ha MPUHIUNAX
€KOHOMHOCT1, €()EeKTUBHOCTI Ta pe3yJbTaTUBHOCTI. l[IpoaHanizoBaHO cydacHy
IHCTUTYLIIHY CTPYKTYpy JAEp’KAaBHOTO (PIHAHCOBOTO KOHTPOI YKpaiHU Ta
BU3HAYEHO KJIIOYOBI MpoOseMu i1 (PYHKI[IOHYBaHHS, Cepela SKHX: HEAOCTaTHIN
pIBEHb HE3AJIEKHOCTI OKPEMHUX OpraHiB KOHTPOJI, OOMEXKEHE 3aCTOCYBaHHS
PU3HK-OPIEHTOBAHOTO TMIJXOAY, HEJOCTaTHSA KOOpAMHAIIA MK CyO €eKTaMu
30BHIIIHBOIO Ta BHYTPIIIHBOIO ayJIuTy, HU3bKUH pIBEHb IMIJIEMEHTAl]
ayIUTOPCHKUX PEKOMEH Al 1 HeOCTaTHS U (pOBi3allisi KOHTPOJIbHUX MPOLEIYP.
BucHoBkmM cBiguaTh MpPO  JOLUIBHICTD  PO3IIMPEHHS MPAKTUKH  ayAUTY
e(hEeKTUBHOCTI, BOPOBAIKEHHSI CYyYaCHUX HU(PPOBUX TEXHOJOTIA MOHITOPUHTY
OIO/KETHUX Omepaliid, aHaJITUKH BEIUKUX JaHUX Ta PHU3HK-OPIEHTOBAHOTO
MIIX0AYy JO0 IUIaHYBaHHS KOHTPOJbHHUX 3axoAiB. JloBeAeHO, IO IMiJABUIICHHS
PE3YIAbTaTUBHOCTI JIEPKABHOTO (DIHAHCOBOTO KOHTPOJO MOTpeOy€e KOMIUIEKCHOTO
BJIOCKOHAJICHHSI HOPMATHUBHO-IIPABOBOI0 3a0€3IME€UEHHs, 3MIITHEHHS 1HCTUTYIIHHO1
HE3aJIe)KHOCTI OpraHiB ayAuTy, PpO3BUTKY NpodeciiHUX KOMIETEHTHOCTEH
ayIUTOpIB Ta TMOCWUJICHHS BIJAMOBIIAJbHOCTI 3a HEBUKOHAHHSA ayJUTOPCHKUX
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pekomenaamii. IlpakTudHe 3HAaYeHHS OTPUMAHMX PE3YJbTATIB MOJATAE Yy
MOXJIMBOCTI BUKOPHCTaHHS 3alpONOHOBAHUX MIJXOAIB JJIsI BJAOCKOHAJICHHS
CUCTEMH JEp>KaBHOro (HIHAHCOBOTO KOHTPOJO, TMiJABUIICHHS €(PEKTUBHOCTI
BUKOPUCTAaHHA OIO/DKETHUX pPECypCiB Ta PO3BUTKY MEXaHI3MIB ITyOJII4HO1
MIJ3BITHOCTI B YKpaini. llepcnekTuBU MOJAnbIIMX AOCHIIKEHb MOB’SI3aHl 3
pPO3pOOKOI0 Taly3eBUX METOAUK ayAuTy e(PEeKTUBHOCTI, BIPOBAIHKEHHIM
IHCTPYMEHTIB IITYYHOIO 1HTEJNEKTY Yy JEpKaBHUU ayIuT Ta OL[IHIOBaHHSAM
pPEe3yJAbTaTUBHOCTI OIOJKETHUX MIporpaM B ymoBax MupoBoi TpaHchopmallii
yOJIYHOTO CEKTOPY.

KuouoBi ciioBa: nepxaBHuil (hiHAaHCOBUM KOHTPOJb, ayAUT €(PEKTUBHOCTI,
myOuiuHi (hiHaHCH, OFOKETHUHN MPOIEC, PU3UK-OPIEHTOBAHUM MiaXid, (PIHAHCOBUU

MOHITOPUHT, BHYTPIIIHIN ayauT, HUdpoBi3alis KOHTPOIIO.

Statement of the Problem. The effective use of budget funds is one of the
key priorities of any country’s public financial policy. Given the limited nature of
public resources, the constant growth of public needs, and increasing demands for
transparency and accountability from public authorities, the issues of audit and
control take on particular significance. Ukraine, on its path to European integration
and implementing large-scale reforms in the field of public administration, faces the
need for a fundamental improvement of the system of state financial control.

The relevance of the chosen topic is driven by several factors: first, the
significant volume of budget expenditures allocated annually across various levels
of the budgetary system; second, the existence of systemic violations in the use of
public funds; and third, the insufficient effectiveness of certain state financial control
institutions. According to the Accounting Chamber of Ukraine, the annual volume
of identified violations in the use of budget funds amounts to tens of billions of

hryvnias, which indicates the need for a significant strengthening of audit control.
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The purpose of this article is to examine the theoretical foundations and
practical aspects of auditing and control in the area of the effective use of budget
funds, as well as to develop proposals for improving the relevant mechanisms in
Ukraine.

To achieve this goal, the following research tasks are addressed: clarifying the
essence and content of the concepts of “audit” and “control” in the budgetary sphere;
systematizing the types of audits of budget funds; analyzing the regulatory and legal
framework of state financial control; identifying problems and justifying approaches
to their resolution.

Analysis of recent research and publications. The issues of auditing and
control in the area of budget expenditures occupy a prominent place in contemporary
academic research, as the effective use of budget funds is a key prerequisite for
ensuring the state’s financial stability, transparency in public administration, and the
effectiveness of public policy implementation. In the context of martial law, the
reform of the public finance system, decentralization, and increased accountability
requirements for government bodies, performance auditing takes on particular
significance as a tool for evaluating the effectiveness of budget resource utilization.

The theoretical and methodological foundations of state financial control and
audit have been studied by T. Yefimenko [1, pp. 7-10], I. Drozd [2, pp. 45-47], V.
Shevchuk [3, pp. 89-91], O. Chumakova [4, pp. 14-16], and N. Gaevska [5, pp.
112—-114]. The works of these authors substantiate the essence of state financial
control, define its role in ensuring the effectiveness of the budget process, and
examine the institutional mechanisms for implementing state audit. In particular, T.
Yefimenko emphasizes the need to integrate financial control into the system of
strategic management of public finances [1, pp. 11-14], while I. Drozd explores
directions for modernizing control procedures in the context of the digitalization of
the financial sector [2, pp. 48-49]. Issues related to the organization and
methodology of auditing the effectiveness of budget programs are covered in the
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works of L. Gutsalenko, V. Derii, and M. Kotsupatroi [6, pp. 215-223], and M.
Demianenko [7, pp. 99-101], V. Savchenko [8, pp. 249-251]. The authors
emphasize the need to shift from formal control over the legality of budget spending
to evaluating the effectiveness, efficiency, and productivity of budget programs. In
particular, M. Demyanenko underscores the importance of using a system of
quantitative and qualitative indicators when assessing the effectiveness of budget
expenditures [7, pp. 102—-103]. At the same time, V. Savchenko emphasizes the need
to improve methodological approaches to performance auditing in the context of
risk-based management of budget resources [8, pp. 252-253].

The nature and functional purpose of government financial auditing in the
modern public administration system have been studied by S. Bardash and S. Svirko
[9, pp. 3-6], N. Vyhovska, I. Lytvynchuk, and A. Shynakov [10, pp. 110-113], and
I. Sysoieva, V. Nahaychuk, and V. Sysoieva [11, pp. 62—64]. In these studies,
auditing is viewed not only as a tool for detecting financial violations, but also as a
means of evaluating the effectiveness of management decisions and ensuring an
adequate level of financial discipline. At the same time, the authors define the
priority functions of public audit differently: some researchers emphasize the
preventive nature of control measures [9, pp. 7-9], while others focus on the
analytical and advisory functions of audit [10, pp. 114-116].

Among foreign scholars, G. Politt and H. Summa [12, pp. 315-320], E. Barrett
[13, pp. 272-275], K. Goodsel [14, pp. 137-140], A. Arthur, L. Ridland, and K.
Amundsen [15, pp. 46-50]. In the works of these authors, performance audit is
viewed as a component of the good governance system and a mechanism for
improving the quality of public resource management. G. Politt and H. Summa [12,
pp. 321-327] emphasize that audit effectiveness depends on the level of
independence of audit bodies and the efficiency of institutional interaction among
participants in the budgetary process. E. Barrett [13, pp. 276-277] defines
performance audit as a tool for creating added value in the field of public
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administration, while K. Goodsel [14, pp. 141-143], Slobodyanyk and Y. Kriger
[16] highlight the challenges of measuring the performance of government agencies.
An analysis of the existing literature indicates that the theoretical and
methodological aspects of public financial control and performance auditing have
been extensively studied. At the same time, a number of issues remain insufficiently
studied: in particular, mechanisms for coordinating external and internal audits, the
implementation of a risk-based approach in public financial control, as well as issues
related to improving the quality of audit opinions and their impact on management
decisions.

Identification of unresolved aspects of the problem. Despite extensive
research on public financial control and performance auditing, several issues remain
insufficiently explored. These include the integration of performance auditing into
strategic budget management, the application of risk-based approaches, coordination
between external and internal audits, and the use of digital technologies and artificial
intelligence in public financial control. Existing studies mainly focus on regulatory
and organizational aspects, while the effectiveness of budget programs,
implementation of audit recommendations, and the influence of auditing on
management decisions receive limited attention. These challenges are caused by
difficulties in evaluating budget efficiency, limited analytical data, and the lack of
unified methodological approaches. Therefore, this article focuses on the problems
of the budget audit system in Ukraine, identifies key areas for improvement, and
substantiates the need to expand performance audit practices and implement modern
risk-based and digital approaches in public financial control.

JFormulation of Research Objectives. The purpose of this article is to
examine the theoretical and practical foundations of audit and control in the context
of ensuring the effective use of budget funds, as well as to identify areas for improving
the system of state financial control in Ukraine amid public finance reforms and
increasing demands for transparency and accountability in the budget process. To
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achieve this goal, the following tasks have been identified: to clarify the economic
meaning of the concepts of “audit” and “control” in the budgetary sphere; to
systematize the main types of state audit and their functional characteristics; analyze
the institutional structure and regulatory framework of state financial control in
Ukraine; identify key problems in the functioning of the budget audit system;
summarize international experience in organizing performance audits and provide
practical recommendations for implementing risk-based and digital approaches into
the state financial control system.

Presentation of the main research material. Public finance auditing is an
independent and objective examination of financial transactions and financial
statements to assess their compliance with established requirements and improve the
efficiency of budget management. Unlike in the private sector, public sector auditing
focuses not only on the reliability of financial reporting but also on assessing the
economy, efficiency, and effectiveness of public resource use.

According to ISSAI standards, there are three main types of public finance
audits: financial audit, compliance audit, and performance audit. A financial audit
aims to confirm the reliability of financial statements; a compliance audit aims to
verify compliance with legislation; and a performance audit aims to assess the
effectiveness of budget programs based on the “three Es”: economy, efficiency, and
effectiveness.

Economy involves minimizing costs while achieving planned results.
Efficiency characterizes the relationship between resources used and results obtained.
Effectiveness reflects the degree to which set goals are achieved and expected results
are obtained. Together, these characteristics allow for a comprehensive assessment of
the quality of budget fund management.

The performance audit methodology involves establishing a clear system of
criteria and evaluation indicators, developing an appropriate audit mandate,
collecting and analyzing evidence, and formulating audit conclusions and
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recommendations. A distinctive feature of this type of audit is its forward-looking
nature: its results are intended to serve as a basis for management decisions
regarding the adjustment of budget programs and the improvement of public

administration (Table 1).

Table 1
Comparative Analysis of Types of Budget Audits
Criterion Financial Audit Compliance Audit Performance Audit
Subject Financial statements =~ Compliance with laws = Effectiveness of budget
and transactions and regulations programs
Key criteria Reliability, Compliance, legality Economy, efficiency,
completeness, accuracy effectiveness
Time Retrospective Retrospective Prospective (with
orientation retrospective)
Key questions “Is it correctly “Are the requirements =~ “Have the results been
reported?” met?” achieved?”
Final product Audit opinion Compliance report Report with
recommendations

Source: compiled by the author based on ISSAI standards [19]

The Ukrainian public administration system comprises an extensive network
of institutions authorized to exercise external and internal oversight over the
formation, allocation, and use of budget funds. The key entities of public financial
control are the Accounting Chamber of Ukraine and the State Audit Service of
Ukraine (SASU), whose activities aim to ensure the legality, efficiency,
effectiveness, and transparency of public finance use. The leading role among
external state financial control bodies is held by the Accounting Chamber of Ukraine
- the supreme state audit body, which operates in accordance with the Constitution
of Ukraine and the Law of Ukraine “On the Accounting Chamber.” Within the scope
of its powers, the SASU conducts: state financial audits; inspections and audits;
monitoring and verification of public procurement; and oversight of the activities of

business entities that use budget funds or state property (Table 2).
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Table 2
Key Performance Indicators of the Accounting Chamber of Ukraine, 2022-2024

Indicator 2022 2023 2024
Amount of funds covered by the 771.1 billion | 3,686.4 billion
audit UAH UAH
Number of entities audited - 399 304
Number of approved
. - 59 54
reports/conclusions
Violations and  deficiencies | 771.1 billion
60,8 billion UAH | 217,5 billion UAH

identified UAH
Percentage of audits conducted in 90%
accordance with ISSAI standards ) ’

War-time Public  finance '

. . Security, defense,
Areas of highest risk budget and government
_ and the economy
expenditures programs

Source: Compiled by the author based on [17].

Analytical data indicate a significant increase in the scope of state financial
control in 2024. In particular, the volume of public funds subject to audit by the
Accounting Chamber increased nearly 4.8-fold compared to 2023. At the same time,
there has been a significant increase in the number of identified violations and
shortcomings, which indicates both an improvement in the effectiveness of control
measures and the presence of systemic problems in the management of budgetary
resources.

The internal audit system is an important component of state financial control
and is aimed at ensuring the lawful, efficient, and effective use of budget funds,
improving public finance management, and preventing financial violations. In
accordance with the Budget Code of Ukraine, internal audit units operate within
ministries, executive bodies, and budgetary institutions, providing independent

recommendations on improving internal control and risk management. The current
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development of internal audit is characterized by a shift toward a risk-based
approach, which involves assessing risks, the effectiveness of management
processes, and budget programs. At the same time, the effectiveness of the budget
control system depends to a large extent on proper coordination between internal
and external audits, which helps avoid duplication of control functions and improves
the overall effectiveness of financial control (Table 3).

Table 3

Analytical Indicators of the Development of Internal Audit in Ukraine’s

Public Sector, 20222024

Indicator 2022 2023 2024

frﬁ?;‘jzrtﬁi gléiffls:;‘grt over 1100 over 1150 over 1200

Number of internal audits . approximately

conducted approximately 4300 4900 over 5400

Ejgigntage of risk-based 41% 520, 64%

Eﬂglnﬁzeﬁaﬁons orovided | Ve 12000 over 14000 over 16000

Leyel of 1mplement.at10n of 63% 69% 74%

audit recommendations

g;%i?gﬁg;ﬂfg;‘g‘ggd 2.8 billion UAH 3,4 billion UAH | 4,1 billion UAH

. Legality of Resource Risk Management

Key Audit Arcas Expenditures Management and Efficiency
active

Level of digitalization in low moderate implementation of

internal auditing electronic
auditing

Source: Compiled by the author based on [18].

The data presented indicate a gradual strengthening of the role of internal audit
in the public financial management system. In recent years, there has been an
increase in the number of audits, greater adoption of risk-based approaches, and
improved implementation of audit recommendations. At the same time, challenges
persist regarding staffing, insufficient automation of audit processes, and the need

for further coordination between internal and external financial control bodies. An
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analysis of the functioning of the audit and control system for budget funds in
Ukraine reveals a number of systemic issues that undermine its effectiveness.
Among these, the following stand out: Figure 1. Systemic Issues in the Audit and

Control of Budget Funds in Ukraine

A 1. Insufficient level of independence of certain
= m’ financial control bodies from the executive branch,
g which raises questions about the objectivity of their conclusions

— 2. Overreliance on traditional documentary control
= :Q instead of verifying the actual results of

budget programs and measures

4 N\
SYSTEMIC PROBLEMS E
IN THE FUNCTIONING ‘\j 3. Limited use of performance audits;

OF THE AUDIT AND ‘ insufficient share of audit reviews focused
on evaluating the results of budget programs
CONTROL SYSTEM [
IN THE AREA OF
BUDGET FUNDS S 4. Low level of implementation of audit recommendations
IN UKRAINE = 4 by executive authorities; lack of effective mechanisms
\ Y, to ensure accountability for non-implementation

7 5. Shortage of qualified personnel,
= }‘{ particularly in the area of performance auditing

and risk-oriented audit approaches

<€

B » 6. Weak coordination between external and internal audit bodies,
duplication of control functions

Figure 1. Systemic Issues in the Audit and Control of Budget Funds in Ukraine
Source: compiled based on data from [2,3;9]

These problems are complex in nature and require systemic solutions aimed
at a qualitative transformation of the entire architecture of state financial control in
Ukraine.

An analysis of international experience in organizing budget audits reveals
significant variability in institutional models, driven by the specific features of legal
systems, traditions of public administration, and the level of civil society
development in different countries. Despite this variation, two main models of the

supreme audit institution are distinguished: the audit board (e.g., the Cour des
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comptes in France and Belgium) and the independent audit office (e.g., the National
Audit Offices in the United Kingdom, Sweden, and Poland).

The UK’s experience is illustrative in terms of the development of
performance auditing: the National Audit Office (NAO) is one of the world leaders
in this field. Each year, the NAO publishes over 60 performance audit reports
covering a wide range of government programs and services. Notably, the NAO’s
recommendations generate annual financial savings that are 8 to 10 times greater
than the office’s own operating costs.

The experience of Poland - a country that has successfully integrated into the
EU and transformed its public finance system - is particularly noteworthy. Poland’s
Supreme Audit Office (NIK) actively employs performance audits, makes extensive
use of digital data analysis tools, and maintains close cooperation with parliament
and civil society. Poland’s experience is particularly relevant to Ukraine given the
similarity of their starting conditions and their aspirations for European integration.

The experience of the Nordic countries, particularly Sweden and Norway,
demonstrates the potential for effective cooperation between external and internal
audit bodies, as well as between audit institutions and parliamentary oversight
bodies. The audit culture in these countries is based on the principles of openness,
accountability, and results-orientation - values whose implementation is a pressing
task for Ukraine. Comparative indicators of public audit development are presented

in Table 4.

Table 4
Comparative indicators of the development of public audit
Indicator I.Jmted Poland Sweden Ukraine
Kingdom
The share of
p gfqrmance over 70% about 55% over 65% about 25-30%
audits in the total
number of audits
Level of audit ) . )
digitization High High High Moderate
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Level of

1mp1)efrr211 ircllti?tlon over 80% about 75% over 85% about 60-65%

recommendations
Institutional needs to be

independence of high level high level high level

the audit body strengthened
The use of a risk- systemic systemic systemic partial
based approach Y Y Y implementation

Source: Compiled by the author based on [12;14;15].

Implementing best practices from international experience in Ukraine requires
a systematic approach: adapting legislation to EU standards, building the
institutional capacity of audit bodies, fostering a culture of accountability for the use
of public funds, and ensuring the genuine independence of audit institutions from
the entities they audit.

Based on an analysis of existing problems and international experience, the
following priority areas for improving the audit and control system in the sphere of
budget funds can be identified:

First, strengthening the institutional independence of financial control bodies.
This entails enshrining guarantees of the independence of the Accounting Chamber
and the State Audit Service in law, ensuring their adequate funding, and increasing
the transparency of procedures for appointing and dismissing senior management.

Second, expanding the practice of performance audits. It is necessary to
increase the share of performance audits in the overall structure of control measures,
develop sector-specific methodologies for conducting them, and introduce a system
for evaluating budget programs based on the “three Es” criteria at all stages of the
budget process.

Third, the implementation of a risk-based approach to planning control
measures. This will allow for the concentration of audit resources on the areas of
budget expenditure with the highest risk, thereby increasing the effectiveness and

relevance of control.
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Fourth, the improvement of mechanisms for monitoring the implementation
of audit recommendations. It is necessary to introduce mandatory reporting by
budget administrators on the measures taken in response to audit findings and to
establish accountability for the systematic disregard of audit recommendations.

Fifth, the development of digital audit tools. The implementation of big data
analytics, automated financial transaction monitoring systems, and artificial
intelligence will significantly expand the scope of audits, reduce their cost, and
improve the quality of audit evidence (Table 5).

Table 5

Areas for Improving the Audit and Control System for Budget Funds in

Ukraine

Area Specific measures Expected outcome
Institutional Legislative safeguards, transparency  Greater objectivity in findings
independence in personnel decisions
Performance Industry-specific methodologies, Results-oriented approach
Audit increasing portfolio share
Risk-based Implementation of risk maps and risk =~ Effective allocation of resources
approach matrices; prioritization of inspections
Monitoring of Mandatory reporting, accountability  Improving the implementation
recommendations for non-compliance of recommendations
Digitalization of Al tools, automated monitoring Expanded coverage, reduced
Auditing Big costs

Data,
Source: prepared by the author

Thus, improving the effectiveness of the system for auditing and controlling
budget funds in Ukraine requires a comprehensive combination of institutional
independence for oversight bodies, the development of performance auditing, the
implementation of a risk-based approach, enhanced monitoring of the
implementation of recommendations, and the active digitization of audit processes

in accordance with international standards and best European practices.
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Conclusions. The conducted study provides grounds to assert that audit and
control are key elements of the public finance management system and important
tools for ensuring the effective use of budget funds. Performance auditing, based on
the principles of economy, efficiency, and effectiveness (the ‘“three E”), is of
particular importance in the current context, and its development is one of the
priority areas for modernizing state financial control in Ukraine. It has been
established that the current system of state financial control is characterized by
systemic problems, including: insufficient institutional independence of certain
control bodies, a predominance of a formalistic approach to audits, limited use of
performance audits, low compliance with audit recommendations, and insufficient
coordination between external and internal audit entities.

It has been argued that improving the effectiveness of budgetary control
requires a comprehensive overhaul of the system, in particular through the
development of a risk-based approach, the digitization of audit processes, enhanced
monitoring of the implementation of recommendations, and the strengthening of the
institutional independence of public financial control bodies.

The experience of the United Kingdom, Poland, and the Nordic countries
confirms that the effectiveness of budget audits depends to a large extent on the
development of performance auditing, the use of modern digital data analysis tools,
and the fostering of a culture of transparency and public accountability in the

management of public finances.
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