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PARLIAMENT IN TIMES OF WAR
Updates on Ukraine's Verkhovna Rada - November 7-10th, 2023
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Key Updates Legislative Decisions

November 7-10th Session
Adoption of the State Budget for 2024, e Decree of the President of Ukraine “On
with a focus on the military and security Extension of the Term of Martial Law in
sector as primary priorities [Ne10000] Ukraine” [Ne10211]
Amendments to the Budget Code of e Decree of the President of Ukraine “On
Ukraine have been implemented to Extension of the Period of General
redistribute taxes and raise additional Mobilization for 90 days” [Ne10212]
funds to support the state’s defense
capability [Ne10037] e Resolution on the resignation of the

Minister of Youth and Sports of
Ukraine, Vadym Gutzeit

e Law on Ukraine’s Accession to the
Extended Partial Agreement on the
Register of Damages Caused by the
Aggression of the Russian Federation
against Ukraine [Ne0225]

The Rada adopted 22 laws, 5 draft laws and 6
resolutions during this period.

Updates & Analysis
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Adoption of the State Budget for 2024

Why it matters: the adopted State Budget is an attempt to cover the needs of
defense and development of Ukraine’s military-industrial complex for 2024,
considering the lessons learned from the previous year and avoiding past mistakes.

During the latest session of the Verkhovna Rada of Ukraine on November 9th, the
State Budget of Ukraine for 2024 was adopted. It is worth noting that this is the
second-fastest budget to be adopted since Ukraine gained its independence.

The anticipated continuation of the war with russia throughout the next year
determines the priority areas of funding. Therefore, the main focuses in 2024 are
defense, security, and social sectors.

According to the adopted Law on the State Budget for 2024

e Budget revenues amount to 1.768 trillion ($49 billion).
e Budget expenditures amount to 3.355 trillion ($92.9 billion).
e The maximum budget deficit amounts to 1.571 trillion ($43.6 billion).

The Minister of Finance, Serhii Marchenko states that Ukraine intends to attract
financial support from foreign partners amounting to $41 billion to compensate for
the deficit in 2024. The main risk is that donors have not yet made decisions
regarding aid packages that would cover a significant portion of this sum- $29 billion.

According to the government’s forecast, Ukraine’s real GDP is expected to increase
by 4.6%, up to 7.6 billion ($212.8 million), while the inflation rate will reach 9.7%.
Additionally, the State Budget for 2024 assumes an average exchange rate of 40.7
UAH per 1 USD throughout the year.

The defense budget for the next year is a record-breaking one. The Ministry of
Defense plans to spend 1.164 trillion ($32 billion), allocating the funds as follows:
e 2862 billion ($24.1 billion) or 74.1% for the maintenance of the Armed Forces
of Ukraine and the State Special Transport Service.
e 2265.4 billion ($7.4 billion) or 22.8% for the purchase of weapons, equipment,
drones, ammunition, and the restoration of damaged hardware.
e 236 billion ($1 billion) or 3.1% for operating costs and the restoration of the
Armed Forces of Ukraine infrastructure.
e 2663.7 million ($18.5 million) or 0.06% for the operation of the Ministry of
Defense.

The social sector is the second priority area for funding in 2024, with budget
expenditures totaling 8469 billion ($13.1 billion). There is a strong focus on
implementing veteran’s policies and providing support to the families of active and
fallen military personnel. Additionally, approximately 2.5 billion will be allocated
towards rehabilitation and professional adaptation measures for Ukraine’s defenders.

As for the minimum wage in 2024, it will increase by 1.300 ($36), compared to this
year’s figure of 6.700 ($185).

Adoption of the law on temporary allocation of the “military” personal income
tax to the State Budget of Ukraine



Why it matters: significant amendments to the Budget Code of Ukraine were
introduced due to the need to increase the state’s defense capability by redistributing
financial resources between local budgets and a special fund of the State Budget of
Ukraine.

Along with the State Budget, the Verkhovna Rada of Ukraine adopted draft law
Ne10037, which aims to raise additional funds for supporting the defense capability
and development of the military-industrial complex.

The essence of the changes is the redirection of the personal income tax (PIT) paid
by military personnel, police officers, and individuals of the lower and upper ranks
from local budgets to the special fund of the State Budget of Ukraine, aimed at the
needs of the army. According to the explanatory note of the draft law, it is estimated
that the State Budget will receive approximately 893.7 billion ($2.6 billion) in revenue
in 2024, which constitutes 2.82% of the total expenditure volume.

Accordingly, from January 1, 2024, to December 31, of a year when martial law is
terminated or canceled, the “military” PIT will be distributed as follows: 45% for the
purchase of drones, 45% for the manufacture of missiles and military equipment, and
10% directly distributed among military units.

The positive impact on the development of Ukraine’s military-industrial complex
caused by the redirection of a significant sum of money from local budgets seems
obvious. Despite this, the decision has faced repeated criticism from the public, local
authorities, and members of parliament.

“During the full-scale invasion, local budget revenues from “military” PIT increased
eightfold. In 2023, the projected amount will exceed €96 billion ($2.6 billion),” said
Prime Minister of Ukraine Denys Shmyhal.

In fact, the rapid increase in military salaries since 2022 has resulted in a rise in local
revenues. As a result, communities that have experienced significant losses due to
population migration, business closures, and the destruction of infrastructure have
now gained a new source of income.

At the same time, a question arose: where are the incomes received from the
payment of “military” PIT distributed, and for what purpose? While there have been
instances of openly inappropriate purchases and project financing, some
communities actively spend the money on military equipment and the restoration of
damaged infrastructure, among other things. Nevertheless, for many Ukrainians,
community spending during a state of war may seem irrational, and a large number
of government officials share this opinion. Additionally, reducing arms supplies from
international partners and properly funding the defense industry are on the agenda.
Considering the current situation and needs, the majority decision (253 votes in
favor) was to allocate the “military” PIT to a special fund in the State Budget of
Ukraine.

Currently, the government is taking steps to minimize the concerns of community
representatives and opponents of tax redistribution. In order to compensate for the
loss of revenues from the “military” PIT, substantial subsidies are planned to be
allocated to the local level next year.



About this update on Ukraine's Verkhovna Rada

Ukraine’s democratically elected officials continue to perform their duties while enduring Russia's
unprovoked and horrific invasion. These briefing notes provide the latest information about the
legislative activities of the Verkhovna Rada.

Briefing notes are prepared by the Parliamentary Centre and the Agency for Legislative Initiatives
under the Parliamentary Accountability for the Security Sector (PASS Ukraine) project, funded by
the Peace and Stabilization Operations Program of Global Affairs Canada. The analysis included
in this note is based on media reports and information obtained from the Verkhovna Rada and
other legislative bodies.

This note is for information only and is not meant to convey opinions regarding policy decisions in
the Verkhovna Rada’s sole purview. The contents of this note do not necessarily reflect the views
of PASS partners or Global Affairs Canada. Every attempt is made to ensure the accuracy of all
information, acknowledging the fluid humanitarian and security situation, the disruption of the flow
of information and organized disinformation.

Previous PASS Ukraine briefs are available on the Parliamentary Centre website.
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