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FUNCTIONING OF UKRAINIAN LOCAL GOVERNMENT
UNDER MARTIAL LAW:
CHALLENGES AND OPPORTUNITIES

Bozhko V. M.

INTRODUCTION

The armed aggression of the Russian Federation against Ukraine has
been going on for more than ten years. Although officially, according to
part two of Article 1 of the Law of Ukraine “On Ensuring the Rights and
Freedoms of Citizens and the Legal Regime in the Temporarily Occupied
Territory of Ukraine” of 15 April 2014 Ne 1207-VII*, the countdown to the
beginning of this armed aggression began on 19 February 2014, the vast
majority of leading military and political experts, military specialists and
analysts are unanimous in their opinion that the Russian Federation began
to wage the so-called “new generation war” — hybrid in form and
asymmetrical in content — much earlier?. This war is accompanied not only
by military actions but also by the simultaneous use of various political,
economic, information, and legal instruments. During this time, in
violation of the norms and principles of international law, bilateral and
multilateral agreements, the aggressor annexed the Autonomous Republic
of Crimea and the city of Sevastopol and occupied most districts of
Donetsk, Luhansk, Kherson, and Zaporizhzhia oblasts.

Ukraine’s response was also asymmetrical. In the context of armed
aggression, our country launched a series of reforms that became known as
the “decentralization reform”. In particular, on 1 April 2014, the Cabinet of
Ministers of Ukraine issued Resolution Ne 333-r “On approval of the
Concept of reforming local self-government and territorial organization of
power in Ukraine™ to initiate the development of an action plan for the

! Mpo 3aGesneucnns mpas i cBOGOA rPOMajsH Ta NPABOBMIl PEKHM HA THMYACOBO
OKymoBaHili Teputopii Ykpainu: 3akoH Ykpainu Bix 15 kBiTHa 2014 poxy Nel207-VII.
URL.: https://zakon.rada.gov.ua/laws/show/1207-18#Text
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%D1%80#Text



implementation of this Concept, as local self-government was exercised
only at the level of hromadas of cities of oblast significance since the vast
majority of hromadas were unable to exercise all the powers of local self-
government bodies due to their excessive fragmentation and extremely
weak material and financial base.

As stated in the Concept, the following problems needed to be
addressed effectively and quickly:

— deterioration in the quality and accessibility of public services due to
the resource inability of the vast majority of local governments to exercise
their own and delegated powers;

— deterioration of heating, sewerage, water supply networks, and
housing stock and the risk of man-made disasters in the context of limited
financial resources of local self-government;

— difficult demographic situation in most hromadas (aging population,
depopulation of rural areas and mono-functional cities);

— inconsistency of local policy on socio-economic development with
the real interests of hromadas;

— underdevelopment of forms of direct democracy, inability of
community members to take solidarity actions aimed at protecting their
rights and interests, in cooperation with local self-government bodies and
local executive authorities and achieving common community
development goals;

— a decrease in the level of professionalism of local self-government
officials, in particular as a result of the low competitiveness of local self-
government bodies in the labor market, a decrease in the level of prestige
of positions, which led to low efficiency of management decisions;

— corporatization of local self-government bodies, closeness and non-
transparency of their activities, high level of corruption, which led to a
decrease in the efficiency of resource use, deterioration of the investment
attractiveness of territories, and growth of social tension;

— excessive centralization of executive authorities’ powers and
financial and material resources;

— removal of local self-government from resolving issues in the field
of land relations, increased social tension among the rural population due
to the lack of omnipresence of local self-government.

Implementing the decentralization reform in Ukraine in 2014-2022, the
administrative and territorial structure was reformed, the procedure for
providing administrative services was regulated, and the powers of local
governments in the areas of budget, healthcare, education, and land
relations were significantly changed.
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On 11 February 2021, the European Parliament adopted a special
Resolution “On the implementation of the EU Association Agreement with
Ukraine™, in which it recognized the decentralization reform and the
empowerment of municipalities as one of the most successful reforms in
Ukraine, and positively assessed the steps taken to decentralize public
power and public finances; urged the European Commission to scrutinize
the details of the decentralization reform to use it as a successful example
for other countries (paragraph 17 of the European Parliament Resolution of
11 February 2021); also stressed the importance of completing this reform
through an open dialogue between the central government and local
governments and their associations, to increase the autonomy and powers
of local governments and to encourage regular exchanges between central
government and national associations of local and regional authorities on
any policies that may have a territorial impact (paragraph 18 European
Parliament Resolution of 11 February 2021).

“Thanks to the decentralization reform, we are constantly convinced
of the ability of hromadas to take responsibility and make difficult
decisions, to respond quickly to internal and external challenges. The war
has further strengthened the role of local governments in ensuring the
country’s stability and organizing resistance to the occupiers. Therefore,
under martial law, the state did not reduce the powers of local self-
government, and in some areas even strengthened the functions of
hromada heads and provided them with additional resources”, — stated
Vyacheslav Nehoda, Head of the Office of the Congress of Local and
Regional Authorities under the President of Ukraine®.

Therefore, when the aggressor’s full-scale invasion of the entire
territory of Ukraine began on 24 February 2022, it was opposed not only
by the Armed Forces of Ukraine but also by other military formations.
Local government officials formed a “municipal front” that successfully
countered the aggression in these terrible conditions and helped to address
urgent issues of life not only for communities and internally displaced
persons but also ensured the functioning of voluntary paramilitary groups
of municipalities.

* European Parliament resolution of 11 February 2021 on the implementation of the
EU Association Agreement with Ukraine. URL: https://www.europarl.europa.eu/doceo/
document/TA-9-2021-0050_EN.html

® Heroma B. MDKHApO/HI TApTHEpH JONOMAraloTh YKpaiHi 3HAXOIUTH DIIllCHHS UL
3MIIHEHHSI MiclIeBOro camoBpsimyBanHs min uac BiiiHn. URL: https://decentralization.gov.ua/
news/15737



The key to hromadas’ resilience is the impact of the decentralization
reform. As a result, local governments received not only significantly
greater powers in various areas of municipal life but also additional
funding, which helped them become a reliable pillar of the state in the face
of military aggression. As stated in paragraph 1.2 of the “Ukraine 2023
Report”, municipalities have become the pillar of Ukraine’s resilience:
“On multi-level governance, the achievements of decentralization reform
continued, with municipalities acting as a pillar of Ukrainian resilience™®.

On 14 January 2024, Katarina Mathernova, Ambassador of the Euro-
pean Union to Ukraine, stressed that the continuation of decentralization
reform will remain key for Ukraine as an element of good governance on
its path to EU accession. Similarly, the local level will contribute to an
effective and inclusive recovery process for the whole of Ukraine.
“The EU will soon introduce a mechanism for Ukraine based on this
approach. This will mean capitalizing on the decentralization reform and
the potential of local authorities”, — added Katarina Mathernova’.

However, in the context of the war, the national legislator has
repeatedly changed the norms aimed at regulating various aspects of the
functioning of local self-government bodies. However, while at the
beginning of the war, during 2014-2021, the state sought to facilitate the
activities of local self-government bodies as much as possible, since the
beginning of the full-scale invasion and the introduction of martial law
throughout Ukraine, decisions have been made that often did not facilitate,
but instead hindered, complicated the functioning of local self-government
bodies and limited their powers. Therefore, we will focus our attention on
the study of these decisions made in the context of the full-scale invasion
of the aggressor to examine their impact on the activities of local self-
government bodies. After all, their study is of considerable not only
theoretical but also practical interest, which has led to the relevance of the
chosen research topic.

® Ukraine 2023 Report. Accompanying the document Communication from the
Commission to the European Parliament, the Council, the European Economic and Social
Committee, and the Committee of the Regions 2023 Communication on EU Enlargement
policy. Brussels, 8.11.2023. URL: https://neighbourhood-enlargement.ec.europa.eu/
system/files/2023-11/SWD_2023 699%20Ukraine%20report.pdf

" Oleksiy Kuleba discussed further decentralization reform with members of the EU
Delegation to Ukraine. URL: https://www.president.gov.ua/en/news/oleksij-kuleba-
obgovoriv-z-chlenami-predstavnictva-yes-v-ukr-88441
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1. The influence of military administrations on the activities
of local governments

On 24 February 2022, the Law of Ukraine “On Approval of
Presidential Decree Ne 64/2022 On the Introduction of Martial Law in
Ukraine” Ne 2102-1X® introduced martial law throughout the country,
which has been repeatedly extended®. This has changed the lives of not
only all Ukrainians but also the functioning of state and self-governing
institutions, municipalities, and local governments. Simultaneously with
the introduction of martial law on 24 February 2022, Presidential Decree
Ne 68/2022™ established rayon and oblast military administrations based
on the relevant local state administrations throughout Ukraine. In addition,
under Article 4 of the Law of Ukraine “On the Legal Regime of Martial
Law”!, the President of Ukraine established 193 military administrations
of settlements and appointed their heads in 2022-2024.

By Article 8 of the Law of Ukraine “On the Legal Regime of Martial
Law”, all military administrations introduce and implement measures of
the legal regime of martial law, in particular:

— establish (strengthen) the protection of critical infrastructure facilities
and facilities that ensure the vital activity of the population, and introduce
a special regime for their operation;

— expropriate property that is privately or communally owned;

— introduce curfews (a ban on staying on the streets and in other public
places during certain periods without specially issued passes and
certificates);

— check the documents of individuals, and, if necessary, inspect the
belongings, vehicles, luggage and cargo, office premises, and homes of
citizens;

— prohibit peaceful gatherings, rallies, marches and demonstrations, and
other mass events;

— impose a ban or restriction on the choice of place of stay or place of
residence;

8 IIpo 3arBepmkenns Ykasy Ilpesunenra Ykpainn «IIpo BBEJCHHSI BOEHHOIO CTaHy
B VYkpaiHi» : 3akoH VYkpaimum Big 24 mortoro 2022 poky Ne 2102-1X. URL:
https://zakon.rada.gov.ua/laws/show/2102-20#Text
’ ITpo 3arBepkenns Ykaszy Ilpesuznenra Ykpainu «IIpo nmpomoBikeHHsS CTpOKy aii
BOEHHOTO CTaHy B YKpaiHi»: 3akoH Ykpaiuu Bin 8 tpasus 2024 poxy Ne 3684-1X. URL:
https://zakon.rada.gov.ua/laws/show/3684-20#Text
IIpo yrBOpeHHs BilicbkoBHMX aaminicTpauiii: Yka3 Ilpesnpenra Ykpainu Bin 24
mororo 2022 poxy Ne 68/2022. URL: https://zakon.rada.gov.ua/laws/show/68/2022#Text.
IIpo mpaBoBHIi peKUM BOEHHOTO CTaHy: 3akoH Ykpaiuu Bim 12 tpaBus 2015
poky Ne 389-VII1. URL: https://zakon.rada.gov.ua/laws/show/389-19#Text



— impose military quarters duty on individuals and legal entities to
accommodate military personnel, rank-and-file and senior law
enforcement officers, civil defense personnel, evacuees, and the
deployment of military units, subdivisions, and institutions;

— evacuate material and cultural property;

— take other measures provided for by international humanitarian law.

However, in addition to the above measures of the legal regime of
martial law, according to Article 15 of the Law of Ukraine “On the Legal
Regime of Martial Law”*?, military administrations of settlements acquire
the following powers:

— drawing up and approving the local budget, amending it, ensuring the
implementation of the respective budget;

— setting the rates of local taxes and fees;

— decision-making on granting privileges for the payment of local taxes
and fees by the law;

— setting tariffs for households, utilities (except for tariffs set by the
National Commission for State Regulation of Energy and Utilities),
transport, and other services by the procedure and within the limits
established by law;

— management of housing and communal services, consumer and trade
services, transport and communications facilities owned by the respective
municipalities, ensuring their proper maintenance and efficient operation,
as well as the required level and quality of services to the population

— establishing for enterprises, institutions, and organizations in the
communal ownership of the respective hromadas the amount of the share
of profit to be transferred to the local budget;

— management of property owned by the respective municipal
community (except for the resolution of alienation issues, including
through the privatization of municipal property and leasing of municipal
property for a period exceeding one year);

— providing urban planning conditions and restrictions on land
development by the law;

— management of educational institutions, healthcare, cultural, physical
culture and sports institutions, social service providers belonging to or
transferred to municipalities, youth, and adolescent institutions at the place
of residence; organization of their logistical and financial support;
organization of their provision of services, including social services;

12 . . .
IIpo mpaBOBHWIT pPEXUM BOEHHOTO CTaHy: 3akoH Ykpainm Bim 12 TpaBHS

2015 poky Ne 389-VI1I1. URL: https://zakon.rada.gov.ua/laws/show/389-19#Text
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— deciding, by the law, on granting permits for the special use of
natural resources of local importance for a period not exceeding one year,
as well as on canceling such permits;

— establishing, by the law, specialized institutions for the provision of
free primary legal aid at the expense of the local budget, appointing and
dismissing the heads of these institutions, engaging individuals or legal
entities of private law to provide free primary legal aid by the procedure
established by law;

— cancellation of acts of the executive bodies of the respective council
that do not comply with the Constitution of Ukraine, laws of Ukraine,
other legislative acts, decisions of the respective council adopted within its
powers;

— establishing rules by the law on ensuring cleanliness and order in the
settlement, trade in markets, and observance of silence in public places, the
violation of which is subject to administrative liability;

— making decisions on early termination of powers of bodies of
territorial self-organization of the population in cases provided for by law;

—resolving issues of household waste management, disposal, and burial
of animal corpses;

— organization of local markets;

— establishing the operating hours of communal services, trade and
catering, and consumer services enterprises that are in the communal
ownership of the respective municipalities;

— approval of routes and schedules of local passenger transport
regardless of ownership, coordination of these issues about transit
passenger transport in cases provided for by law.

In addition, military administrations of settlements exercise delegated
powers of executive authorities granted to local self-government bodies by
the laws of Ukraine (by part two of Article 15 of the Law of Ukraine “On
the Legal Regime of Martial Law™").

Therefore, there is a conflict between the general provisions of Article
143 of the Constitution of Ukraine' and the Law of Ukraine “On Local
Self-Government in Ukraine”", according to which the above-mentioned

B Mlpo npasosuii pexum BoemHOro cramy: 3akoH Ykpainu Big 12 TpaBms
2015 poky Ne 389-VI1II. URL: https://zakon.rada.gov.ua/laws/show/389-19#Text

Y Koncrurywis Ykpainn Bin 28 uepsust 1996 poky. URL: https://zakon.rada.gov.ua/
laws/show/254%D0%BA/96-%D0%B2%D1%80#Text

' IIpo micrese camoBpsixyBanns B Ykpaini: 3axon Yipainu Bix 21 Tpasus 1997 poky
Ne 280/97-BP. URL: https://zakon.rada.gov.ua/laws/show/280/97-%D0%B2%D1%80#
Text



powers are vested in local self-government bodies, and the special
provisions of the Law of Ukraine “On the Legal Regime of Martial Law”,
which vest these powers in the relevant military administrations, which
have the status of temporary state bodies.

In practice, such a conflict of norms leads to litigation. In particular, the
Chernihiv Town Military Administration appealed in court against the
decision of the Chernihiv Town Council of 30.03.2023 Ne 30/VI1I-9 “On
Amendments to the Decision of the Chernihiv Town Council of
30.11.2022 Ne 24/V111-38 “On the Budget of the Chernihiv Town
Territorial hromada for 2023” as amended”'®. Therefore, even though
according to Article 143 of the Constitution of Ukraine “Municipalities of
villages, settlements, towns directly or through local self-government
bodies formed by them ... approve the budgets of the respective
administrative-territorial units and control their implementation”, the
courts prefer to apply the special provision of subparagraph 5 of paragraph
22 of Section VI of the Budget Code of Ukraine, according to which,
under martial law, the functions of local self-government bodies and their
executive bodies in terms of budgetary powers are exercised by the
military administrations. “When examining the disputed legal relations, the
court found that during the martial law, the Chernihiv City Council lacked
the competence to make the contested decision, as the military
administration was established in the settlement, which was entrusted with
budgetary powers, and therefore the decision contradicts the current
legislation™"’, — the Court Decision states.

In addition, the Cabinet of Ministers of Ukraine adopted Resolution Ne
252 “Some Issues of Formation and Execution of Local Budgets during
Martial Law™® dated 11.03.2022, according to paragraph 1 of which,
under martial law, local governments and their executive bodies continue
to exercise budgetary powers, and in the event of the establishment of
military administrations, such powers are exercised by military
administrations.

' MMocranosa Bepxosroro Cyay Bix 29 mororo 2024 poky y crpasi Ne 620/4737/23
(agminicTparuBHe mpoBajpkeHHs Ne K/990/38082/23). URL: https://reyestr.court.gov.ua/
Review/117352961.

Y Pimenns UepHiriBchbkoro OKpy»XHOI0 agMiHICTPaTHBHOTO Cyay Bix 22 TpasHs 2024
poky y cipasi Ne 620/4737/23. URL: https://reyestr.court.gov.ua/Review/119428377

18 Nesiki muTanHs GOpMyBaHHS Ta BUKOHAHHS MICLCBUX GIO/PKETIB y TIEPiOjl BOCHHOTO
crany: mnocraHoBa KabGinery Minictpie VYkpainu Big 11.03.2022 Ne 252. URL:
https://zakon.rada.gov.ua/laws/show/252-2022-%D0%BF#Text
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Thus, due to the conflict of provisions of different laws, last year, for
example, the budget of Poltava Oblast was approved by the head of the
Poltava Oblast military administration’®, but the budget of Poltava Rayon
was approved by the decision of the relevant rayon council.

Therefore, while in the first years of the decentralization reform, local
governments significantly increased the size of their local budgets, under
martial law the state removes them from the budget process, allowing
military administrations (which have the status of temporary state bodies
and have no relation to the respective municipality) to make any decisions
on local budgets, effectively disposing of them independently.

In addition, on 12 May 2022, the Verkhovna Rada of Ukraine adopted
Law of Ukraine Ne 2259-1X “On Amendments to Certain Laws of Ukraine
on the Functioning of the Civil Service and Local Self-Government during
the Period of Martial Law”?°. This Law of Ukraine amended Article 10 of
the Law of Ukraine “On the Legal Regime of Martial Law?*, according to
which, in the current version, the Verkhovna Rada of Ukraine, upon the
proposal of the President of Ukraine, may decide that during the period of
martial law and 30 days after its termination or cancellation, the head of
the military administration of the settlement (except for the powers
assigned to him/her under this Law) will exercise all powers of the village,
settlement, town council, its executive committee, village, settlement, the
town mayor.

As of 30 June 2024, out of 193 established military administrations of
settlements in 178 hromadas, the heads of the respective administrations
exercise all the powers of local self-government bodies, based on the
relevant submission of the President of Ukraine and the consent of the
Parliament.

If no hostilities are taking place on the territory of the hromada and no
decision has been made to establish a military administration of the
settlement(s), then for the period of martial law, the village, settlement, and

Y TIpo o6nacuuii Giomker IomraBchkoi o6macti Ha 2024 piKk: pPO3NOPSIKCHHS
HavanbHKUKa [TontaBcbkoi 00nacHOi BificbkoBOiI aaminicTparii Big 22 rpyaas 2023 poky
N0844 URL: https://media.poda.gov.ua/docs/yj5gdwz3/844-2023.pdf

Ilpo BHECEHHS 3MiH 1O JESKHX 3aKOHIB YKpalHH MOoR0 (YHKIIOHYBaHHSI
JepKaBHOI CIIy>KOHM Ta MICIIEBOTO CaMOBPSIYyBaHHS y Iepiof Aii BOEHHOTO CTaHy: 3aKOH
Vkpaiau Bix 12 tpaBus 2022 poky Ne 2259-1X. URL: https://zakon.rada.gov.ua/laws/
show/2259-20/ed20220520#n48

! TIpo MPaBOBHH PEXXUM BOEHHOTO CTaHy: 3akoH Ykpainu Bif 12 tpasus 2015 poky
Ne 389-VIII. URL: https://zakon.rada.gov.ua/laws/show/389-19/ed20240518#Text



town mayor are obliged to inform the head of the relevant oblast military
administration within 24 hours of the exercise of the following powers:

— freeing municipally owned land plots from illegally placed temporary
structures, including those that have been installed but not put into
operation by the procedure established by law;

— inspection of buildings and structures (damaged because of
hostilities) by the Law of Ukraine “On Regulation of Urban
Development”zz;

— dismantling of buildings and structures that are recognized as
hazardous and endangering human life (except for defense and special
purpose facilities, cultural heritage sites, and facilities covered by the Law
of Ukraine “On the Use of Nuclear Energy and Radiation Safety”?).

In addition, if no hostilities are taking place on the territory of the
municipality and no decision has been made to establish a military
administration of the settlement(s), then during the period of martial law,
the village, settlement, and town mayor may independently make the
following decisions:

— to transfer funds from the respective local budget for the needs of the
Armed Forces of Ukraine and/or to ensure the measures of the legal
regime of martial law;

— on the establishment of institutions for the provision of free primary
legal aid, appointment and dismissal of heads of such institutions,
engagement of individuals or legal entities under private law to provide
free primary legal aid;

— on combating natural disasters, epidemics, and epizootics;

—on hazardous waste management.

Summing up the above, we can state that while during the 2014-2021
period of the decentralization reform, the state authorities assisted local
governments in significantly increasing revenues to their local budgets,
since the beginning of the full-scale aggression under martial law, the state
has sought to remove municipalities from the budget process, allowing
military administrations (which have the status of temporary state bodies
and have no relation to the respective hromada) to make any decisions on
local budgets, in effect disposing of them independently.

2 TIpo perymoBaHHS MicTOOYMIBHOI AisIbHOCTL: 3akoH Ykpainum Big 17 moToro
2011 poky Ne 3038-VI. URL: https://zakon.rada.gov.ua/laws/show/3038-17#Text

# Ipo BUKOpHUCTAHHS sAepHOI eHeprii Ta paxianiiHy Oe3nexy: 3akoH YkpaiHu Bix 8
mororo 1995 poky Ne 39/95-BP. URL: https://zakon.rada.gov.ua/laws/show/39/95-
%D0%B2%D1%80#Text
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2. Legislative innovations to restrict the functioning
of local governments under martial law

On 11 April 2023, the Verkhovna Rada of Ukraine adopted the Law of
Ukraine “On Amendments to the Tax Code of Ukraine and Other
Legislative Acts of Ukraine on Exemption from Environmental Tax, Land
Payment and Tax on Real Estate Other Than a Land Plot for Destroyed or
Damaged Real Estate” Ne 3050-1X**. As a result of the adoption of this
Law, the state exempted taxpayers from paying environmental tax, land
tax, and real estate tax (all of which are local taxes and fees), without
compensating local budgets for losses of UAH 6 billion from the non-
receipt of these taxes in 2023%°.

On 08 November 2023, the Verkhovna Rada of Ukraine adopted the
Law of Ukraine “On Amendments to the Budget Code of Ukraine to
Ensure Support for the Defence Capability of the State and Development
of the Defence Industry of Ukraine” Ne 3428-1X?. Previously, 64% of the
personal income tax on income in the form of cash allowances,
remuneration, and other payments received by military personnel, police
officers, and rank-and-file and senior officers of units (military units)
located in a particular municipality were credited to the local budget, but
as a result of the entry into force of Law of Ukraine Ne 3428-IX, these
revenues are credited to the State Budget of Ukraine from 1 October 2023
(although the 2023 budget period had not yet ended at that time) and
distributed between the State Service for Special Communications and
Protection of Ukraine (approximately UAH 43 billion) and the State
Service for the Protection of the Civilian Population (approximately UAH
43 billion) and security and defense sector managers for automatic

2 IIpo BHeceHHst 3MiH a0 bromkerHoro kojaexcy YkpaiHu 1mono 3a0e3neyeHHs
HiITPUMKH O0OOPOHO3ATHOCTI J€PXKaBH Ta PO3BUTKY OOOPOHHO-IIPOMHCIIOBOIO KOMII-
nekcy Ykpainm: 3akoH Ykpaimm Binm 11 kBitHa 2023 poky Ne 3050-1X. URL:
https://zakon.rada.gov.ua/laws/show/3050-20#Text

% Brpati noxoaiB MicueBUX OOJDKETIB BiJ IOJATKOBUX WUIBI MarTh OyTH
kommencosani. 29 kBitas 2024 poxy. URL: https://auc.org.ua/novyna/vtraty-dohodiv-
miscevyh-byudzhetiv-vid-podatkovyh-pilg-mayut-buty-kompensovani

® TIpo BHECEHHS 3MiH JI0 AESKHX 3aKOHIB YKPAiHU IOJI0 PO3IIMPEHHS TOBHOBAKEH
OprasiB MiCLIEBOTO CaMOBPSIIyBaHHS 3 IMiATPUMKH CEKTOPY Oe3neku i 000poHH YKpaiHu:
3akon Ykpainu Bix 8 mucromama 2023 poky Ne 3428-1X. URL: https://zakon.rada.gov.ua/
laws/show/3428-20#Text
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distribution among military units in proportion to the PIT paid
(approximately UAH 10 billion)?’.

Thus, only because of the adoption of the Law of Ukraine Ne 3428-1X,
local budgets will not receive more than UAH 100 billion in 2024.

However, to partially compensate for these funds, the Law of Ukraine
“On the State Budget of Ukraine for 2024” Ne 3460-1X?® of 9 November
2023 provides for an additional subsidy from the State Budget of Ukraine
to local budgets for the exercise of powers of local self-government bodies
in the de-occupied, temporarily occupied and other territories of Ukraine
that have been negatively affected by the full-scale aggression of the
Russian Federation in the amount of UAH 33.4 billion for 2024. By
Article 24 of this Law, the Cabinet of Ministers of Ukraine will distribute
this additional subsidy. However, according to the Law of Ukraine Ne
3460-1X, UAH 9.7 billion of the total amount of the additional subsidy
should be distributed among 418 budgets of hromadas and UAH
3.4 billion among the oblast budgets of Donetsk, Zaporizhzhia, Luhansk,
Mykolaiv, Kharkiv, and Kherson oblasts. However, some hromadas have
not yet received the compensation stipulated in the Law, including
Vinnytsia urban hromada (UAH 211.6 million), Zhytomyr urban hromada
(UAH 201.7 million), Odesa urban hromada (UAH 396.5 million),
Cherkasy urban hromada (UAH 100 million)?.

On 18 June 2024, the Verkhovna Rada of Ukraine adopted the Law
of Ukraine “On Amendments to Certain Laws of Ukraine on Empowering
Local Governments to Support the Security and Defence Sector
of Ukraine” Ne 3812-1X%.

With this Law, the Parliament expanded the powers of local self-
government bodies and allowed village, settlement, and town councils
to make the following decisions: — to provide financial and material
support to the security and defense sector during martial law or a state

27 . : L . .
3eneHcbkuit  mignucaB  3akoH  npo  «BiifcekoBuit  I[IJPO».  URL:

https://www.radiosvoboda.org/a/news-pdfo-podatok-zakonoproyekt-zelenskyy/
32689236.html

% Ipo JepsxaBuuit 6romker Ykpainu Ha 2024 pik: 3akoH Ykpainu Big 9 mucrtonazna
2023 poky Ne 3460-1X. URL: https://zakon.rada.gov.ua/laws/show/3460-20#Text

2 Jucr Acorrianii mict Ykpaiau go IIpem’ep-minictpa Ykpainu 1moz0 KoMreHcarii
BTpaT MicCleBUM OrokeraM «BilicbkoBoro ITJPO». URL: https://www.auc.org.ua/
sites/default/files/lyst_pmu_0.pdf.

¥ [Ipo BHECEHHS 3MiH 10 JESKHX 3aKOHIB YKPaiHH 1010 PO3UIMPEHHS TOBHOBAXKEHE
OpraHiB MiCIIEBOTO CaMOBPSIAyBaHHS 3 MIATPUMKH CEKTOpY Oe3rneku i 000poHu YKpaiHu:
3akoH Yxpainu Big 18 wepsus 2024 poxy Ne 3812-1X. URL: blob:https://itd.rada.gov.ua/
656daae8-8537-4d1e-9914-b8a439a61b9f
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of emergency; — to approve local programs to support the security
and defense sector with mandatory notification of the Ministry of Defence
of Ukraine of the decisions taken; — to approve local programs
for the construction, arrangement and maintenance of engineering
and fortification structures, which must be agreed with the relevant central
executive authorities.

However, given that the norms of the Budget Code of Ukraine are
special for regulating relations arising in the process of drafting, reviewing,
approving, and executing budgets (by Article 1 of the said Code), it is also
necessary to make appropriate changes to the text of the Budget Code
of Ukraine to enable village, settlement, and town councils to make
decisions on financial support for the security and defense sector during
martial law or a state of emergency. That is why the draft law “On
Amendments to the Budget Code of Ukraine on Support of the Security
and Defence Sector by Local Governments™ (registration number 9560),
submitted to the Verkhovna Rada of Ukraine on 04 August 2023, which
has not yet been adopted by the Parliament even in the first reading, should
be adopted™".

Instead, the Ministry of Finance of Ukraine does not approve
intergovernmental transfers between municipalities®?, citing Article 14 of
the Law of Ukraine “On the Principles of National Resistance”, according
to which village, settlement, and town councils are authorized to “ensure,
within the limits of the relevant expenditures of local budgets, proper
financing of national resistance measures of local importance and
preparation of Ukrainian citizens for national resistance” and the provision
of paragraph 17 of part one of Article 91 of the Budget Code of Ukraine,
according to which expenditures that may be made from local budgets
include “expenditures on measures and works on territorial defense and
mobilization training of local importance™.

The obligation to coordinate the draft decision of the local council, and
military administration on the transfer of funds in the form of an inter-

3 TIpo BHecenHs 3MiH 10 BromkeTHOro Komekcy YKpaiHu 100 MiATPUMKA OpraHaMH
MICIIEBOTO CAMOBPSIIyBaHHsI CEKTOpPY Oe3Mekn Ta 000pOHU: MPOEKT 3aKoHy YKpaiHu Bix 4
ceprnst 2023 poky Ne 9560. URL: https://itd.rada.gov.ua/billinfo/Bills/Card/42404.

2 For example, “to pay for the services of an excavator and trucks for loading,
unloading, transporting and installing concrete tetrahedrons (anti-tank pyramids)”.
Kones B. 3akoHO#aBIli [O3BOJNMIM TpoMazaM JomoMaraTtd  (DpoHTy.
A B3aemozomnomory — 3aboporuB Mingin. [I3epkano Tmwxkus. 21 uepsHs 2024. URL:
https://zn.ua/ukr/lUKRAINE/zakonodavtsi-dozvolili-hromadam-dopomahati-frontu-a-
dopomahati-odna-odnij-ni.html.
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budgetary transfer to the relevant local budget of another oblast and/or the
city of Kyiv with the Ministry of Finance of Ukraine by submitting a letter
was introduced by the Resolution of the Cabinet of Ministers of Ukraine
Ne 1239 of 4 November 2022 “On Amendments to the Resolution of the
Cabinet of Ministers of Ukraine No. 252 of 11 March 2022 “Some Issues
of Formation and Execution of Local Budgets during Martial Law”**.

Therefore, municipalities can make inter-budgetary transfers for
defense needs only within their oblast (territorial defense zones).
Therefore, for two years in a row, any wealthy hromada located in the rear
part of Ukraine and wishing to provide financial assistance to another
hromada, for example, located in the frontline zone and subjected to brutal
shelling by Russia and attacks by its enemy sabotage and reconnaissance
groups, has been unable to do so.

On 9 June 2021, the Cabinet of Ministers of Ukraine adopted
Resolution Ne 590 “On Approval of the Procedure for Exercising Powers
by the State Treasury Service in a Special Regime under Martial Law™°.

This Procedure defines the legal mechanism for the State Treasury
Service and its territorial bodies to exercise their powers to provide
treasury services for budget funds (including local government budgets)
under martial law in Ukraine or certain areas of Ukraine. In pursuance of
this Procedure, the Ministry of Finance of Ukraine issued Order Ne 938
“On Approval of the Procedure for Treasury Services to Local Budgets”®
dated 23 August 2012, which regulates the organizational relations
between the State Treasury Service of Ukraine, financial authorities
and oblast, rayon, town, rayon in towns, settlement and village councils or
their executive bodies, taxpayers, budget managers and budget recipients
in the process of treasury services to local budgets by the Treasury Service.

Therefore, under martial law, the following features of treasury
services for local self-government budgets have been introduced:

1) the Treasury bodies provide settlement and cash services
to managers and recipients of budget funds by making payments from

s IIpo BHecenHs 3MiH 10 noctaHoBu Kabinery MinicTpiB Ykpainu Bin 11 Oepesns
2022 p. Ne 252: mocranoBa Kabinery Minictpie Ykpainu Bix 4 mucromama 2022 p.
Ne 1239. URL.: https://zakon.rada.gov.ua/laws/show/1239-2022-%D0%BF#n19

% Tlpo sarBepmkenns Ilopsaky BHKOHAHHS —TOBHOBIXEHb  JIEPKaBHOIO
Ka3HA4YCHCHKOIO CITY’K00I0 B 0COOIMBOMY PEXHMi B yMOBAaX BOEHHOTO CTaHy: IIOCTAHOBA
Kabinery MinictpiB VYkpainu Bix 9 uepBHs 2021 p. Ne 590. URL:
https://zakon.rada.gov.ua/laws/show/590-2021-%D0%BF#Text

% TMpo sarBepmxenHs IlOpAIKY Ka3HAUEHCHKOrO OBGCIYTOBYBAHHS MICIEBHX
Oro/pkeriB: Haka3 MinictepcTBa ¢inanciB Ykpainu Bin 23 cepmus 2012 Ne 938. URL:
https://zakon.rada.gov.ua/laws/show/z1569-12#Text
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registration, special registration accounts of budget managers and accounts
of recipients of budget funds opened in the Treasury bodies, by the
estimates, plans of appropriations of the general fund of local budgets
(excluding loans from local budgets), plans of the special fund of local
budgets (excluding own revenues of budgetary institutions and related
expenditures), plans of granting loans from the general fund of local
budgets or plans of use of budget funds and monthly plans;

2) the terms for processing documents and making payments have been
changed:

— within one business day, the submitted documents are processed
and payments are made from the accounts of managers (recipients)
of budget funds involved in solving tasks related to the introduction
and implementation of martial law measures (by paragraph six of clause 20
of the Procedure for Exercising Powers by the State Treasury Service
in a Special Regime under Martial Law Ne 590);

— within one business day, payments are made for protected expen-
ditures that do not require procurement / simplified procurement
procedures;

— up to three business days for payments for protected expenditures
that require procurement procedures / simplified procurement (except
for capital expenditures), as well as for other current expenditures, except
for protected expenditures, and the provision of loans from the budget;

— payments for capital expenditures take up to five business days
(by clause 2.3 of the “Procedure for Registration and Accounting
of Budgetary Obligations of Budgetary Fund Managers and Budgetary
Fund Recipients in the Bodies of the State Treasury Service of Ukraine”,
approved by Order of the Ministry of Finance of Ukraine Ne 309%" dated
2 March 2012);

3) the following priority was introduced for payments by the Treasury
bodies on the orders of managers and recipients of funds (by clause 19
of the “Procedure for the Exercise of Powers by the State Treasury Service
in a Special Regime under Martial Law” Ne 590):

— first stage: expenditures on national security and defense and the
implementation of measures of the martial law regime;

¥ Mpo sareepmkenns Ilopsaky peecTpamii Ta OONIKy OHRIKCTHHX 3060B’S3aHb
PO3MHOPSTHUKIB OIOJDKETHUX KOIITIB Ta OJEP)KyBadiB OIO/DKETHHX KOIITIB B OpraHax
Jlep>xaBHOI Ka3HAUEHCHKOT CiTy)k0n Ykpainu: Haka3 MinicrepcTBa (iHaHCiB YKpaiHu Bif
02 6epesnst 2012 poxy Ne 309. URL.: https://zakon.rada.gov.ua/laws/show/z0419-12#Text
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— second stage: expenditures on repayment and servicing of local debt;
purchase of government securities at the expense of temporarily free funds
of local budgets; expenditures of the general and special funds for salaries
of employees of budgetary institutions, social security, purchase
of medicines and bandages, purchase of water; new construction, repair,
and maintenance of memorial cemeteries and other places of honor,
installation of tombstones; measures (including repair work) to eliminate
accidents in the housing stock, budgetary institutions, and facilities;
arrangement of points of indestructibility; providing support to internally
displaced and/or evacuated persons; construction/purchase of housing
for internally displaced persons, etc;

— third stage: other expenses.

The restrictions imposed by the “Procedure for the Exercise of Powers
by the State Treasury Service in a Special Regime under Martial Law”
Ne 590 make it impossible to pay on time and lead to the suspension
of local programs and projects approved by local governments.

3. Possible areas of improvement of legislation in the field
of local self-government under martial law

As the final declaration of the Coalition for Sustainable Municipalities
at URC2024 rightly notes®, following the Ukrainian Recovery Conference
2024, which took place in Berlin on 11-12 June 2024, “finance, people,
and partnerships — these three elements are crucial for the sustainable and
green recovery and reconstruction of Ukrainian municipalities”. Therefore,
the conference participants called for a commitment to the following
principle: “Strengthening local self-government and completing the
decentralization reform in Ukraine is a priority in the reform process, and
decentralization in Ukraine should be a priority”3g.

Martial law has led to the creation of a huge number of military
administrations not only at the level of oblasts and rayons but also at the
level of settlements (although in fact, their jurisdiction extends to the entire
territory of the municipality). Therefore, it is advisable for our state
to clarify the criteria for their formation in legislation and to be guided
by them, since quite often military administrations of settlements are

% Coalition for Sustainable Municipalities at URC2024. URL: https://cdn.prod.website-
files.com/621f88db25fhf24758792dd8/66701c535f9e73506fd38430_Coalition%20for%20Sustain
able%20Municipalities%20at%20URC2024_240611.pdf

% Coalition for Sustainable Municipalities at URC2024. URL: https://cdn.prod.website-
files.com/621f88db25fhf24758792dd8/66701c535f9e73506fd38430_Coalition%20for%20Sustain
able%20Municipalities%20at%20URC2024_240611.pdf
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formed contrary to the criteria specified in part three of Article 4 of the
Law of Ukraine “On the Legal Regime of Martial Law™*’. In addition,
legal regulation should be introduced that would allow the restoration of
local self-government and, accordingly, the termination of the functioning
of the respective military administrations, in case of liberation of certain
territories, as well as those where the security situation allows
democratically elected local authorities to exercise their powers. After all,
under martial law, the provision of Article 7 of the Constitution of
Ukraine** should be implemented, according to which Ukraine not only
recognizes but also guarantees local self-government as the right of
community — residents of a village or a voluntary association of residents
of several villages, settlements, and towns — to independently resolve
issues of local importance within the framework of the Constitution and
laws of Ukraine.

For local governments to continue to act as a reliable support for the
state and municipalities, a stable fiscal base should be established as soon
as possible to avoid municipalities’ financial dependence on decisions of
the Verkhovna Rada of Ukraine, the Cabinet of Ministers of Ukraine and
other central government bodies. This will ensure the implementation of
part one of Article 9 of the European Charter of Local Self-Government*,
according to which “local authorities shall have the right, within the
framework of national economic policy, to adequate financial resources of
their own, which they may freely dispose of within their powers”, as well
as part seven of Article 9 of the European Charter of Local Self-
Government, according to which “the provision of subsidies shall not
affect the fundamental freedom of local authorities to carry out their
policies within their own competence”.

It is also advisable to change the existing procedure for transferring
personal income tax between municipalities so that such funds are

0 According to this provision, military administrations of settlements should be
formed exclusively within the territories of municipalities where village, settlement, town
councils and/or their executive bodies and/or village, settlement, town mayors do not
exercise the powers vested in them by the Constitution and laws of Ukraine, as well as in
other cases provided for by this Law

! Koucruryuis Yipainu Bix 28 uepsus 1996 poxy. URL: https://zakon.rada.gov.ua/
laws/show/254%D0%BA/96-%D0%B2%D1%80#Text

42 €Bporelickka XapTist micueBoro camoBpsiayBanas (M. CtpacOypr, 15 xoBTHS
1985 poky). URL: https://zakon.rada.gov.ua/laws/show/994 036#Text. ParucdikoBana
3akonoM Yxkpainu «IIpo parudikanito €Bponeiicbkoi XapTii MiCIIEBOr0 CaMOBPSIIyBaHHS»
Bix 15 mamus 1997 poky Ne 452/97-BP. URL.: https://zakon.rada.gov.ua/laws/show/452/
97-%D0%B2%D1%80#Text
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transferred at the place of actual residence of taxpayers rather than at their
place of work, and the tax base for local taxes should be expanded.

The Law of Ukraine “On Amendments to the Budget Code of Ukraine
on Ensuring Support for the Defence Capability of the State and
Development of the Defence Industry of Ukraine” Ne 3428-1X* dated
8 November 2023 introduced a restriction on the free disposal of free
balances by local governments. During the period of martial law, free
balances of local budgets and balances of the special fund of local
budgets** formed at the end of the budget period are directed exclusively
to the areas specified in paragraphs 22-8 of the Final and Transitional
Provisions of the Budget Code of Ukraine. Therefore, the above-
mentioned free balances can be used only for the following purposes:

— to pay salaries to employees of budgetary institutions;

— payroll taxes;

— purchase of medicines and bandages; provision of food;

— payment for utilities and energy; servicing and repayment of local
debt; social security;

— creating conditions for the treatment, recovery, and rehabilitation of
persons affected by the armed aggression of the Russian Federation against
Ukraine;

— measures and works on territorial defense and mobilization training,
support of the security and defense forces; design, construction, and repair
of civil defense structures (shelters, radiation shelters), dual-purpose
structures, and arrangement of premises to be used for sheltering the
population;

— construction of fortifications; payments related to the fulfillment of
guarantee obligations of the regional council or urban municipality (with
the possibility of transferring such funds to another local budget).

Instead, by Article 9(1) of the European Charter of Local Self-
Government, local governments have the right, within the framework of

43 [Ipo BHeceHHs 3MiH 10 bBrojpkeTHOro Kkojekcy YKpaiHM OO0 3a0e3Ie4eHHS
MIATPUMKH  OOOPOHO3IATHOCTI  JEpKaBU Ta PO3BUTKY OOOPOHHO-TIPOMECIOBOTO
KOMIUIeKCy Ykpainu: 3akoH Ykpainu Bijg 8 mmcromama 2023 poky Ne 3428-1X. URL:
https://zakon.rada.gov.ua/laws/show/3428-20#n38

* In addition to the own revenues of budgetary institutions, subventions from other
budgets, revenues under assistance programs and grants of the European Union, foreign
governments, international organizations, donor institutions, as well as local internal and
external borrowings (by paragraph 22-8 of the Section “Final and Transitional Provisions”
of the Budget Code of Ukraine Ne 2456-VI dated 8 July 2010. URL:
https://zakon.rada.gov.ua/laws/show/2456-17#Text
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national economic policy, to their own adequate financial resources, which
they can freely dispose of within their powers. Therefore, it would be
advisable either to abolish the existing restriction on the legislatively
defined list of areas of the possible use of free balances of local budgets
and balances of the special fund of local budgets under martial law or at
least to expand the list of these areas and give local governments the right
to direct free balances of their budgets to the following areas:

— support for enterprises engaged in the production, transportation,
supply of thermal energy, centralized cold water supply, and sewage;

— purchase and equipping of boiler houses;

— design, construction, and repair of heating systems;

— support for municipal non-profit enterprises (healthcare facilities) in
terms of remuneration of employees, salary accruals, and provision of fuel
and lubricants;

— eliminating the consequences of the armed aggression of the Russian
Federation against Ukraine (including technical inspection, design, and
restoration of residential, public, and industrial buildings and structures
damaged as a result of the armed aggression).

The Government’s Priority Action Plan for 2023, approved by the
Cabinet of Ministers of Ukraine by Resolution Ne 221-r* dated 14 March
2023, in the section “Continuation of Decentralisation and Regional
Development” for September 2023, provides for the development and
submission by the Government to the Verkhovna Rada of Ukraine of a
draft law “On Amendments to the Tax Code of Ukraine and the Law of
Ukraine “On Local Self-Government in Ukraine” regarding the provision
of additional powers to local self-government bodies in terms of
administration of local taxes and fees” (paragraph 268 of the above-
mentioned Plan).

However, such a draft law has not yet been developed and submitted to
the Parliament. Local governments are interested in adopting such a draft
law, as it will allow them to influence the administration of local taxes and
significantly increase local budget revenues at their expense. As of now,
the State Tax Service of Ukraine and its territorial bodies have all the
powers to administer such taxes. The only tool available to municipalities
to minimize the impact on the amount of local taxes received is the
creation of joint interagency working groups with the State Tax Service of

** TIpo 3arBeppKenHs LIaHy NPIOpHTETHHX il Ypsixy Ha 2023 pik: pO3MOPSIKEHHS
Kabinery Minictpie  Ykpainu Bigx 14 OGepesnss 2023 p. Ne 221-p. URL:
https://zakon.rada.gov.ua/laws/show/221-2023-%D1%80#Text
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Ukraine. Yet, effective communication between its territorial bodies and
municipalities is largely impossible*®.

An analysis of local tax administration practices in the European Union
shows that national tax authorities are the key institutions in the field of
budget revenue mobilization. According to a study by the Organisation for
Economic Co-operation and Development, in 2020, in OECD countries
and a sample of 18 developed and emerging economies, tax authorities
were responsible for budget revenues for only 45% of total property taxes.
In other cases, there is either joint activity in this area with local
governments, or the latter carry out such activities independently®’.

It is also necessary to complete the work on the draft law “On
Amendments to the Law of Ukraine “On Local State Administrations” and
Some Other Legislative Acts of Ukraine on Reforming the Territorial
Organisation of Executive Power in Ukraine” (registration number
4298)* which was adopted in the first reading on 4 March 2021 and aims
to delineate the powers between local governments and central (local)
executive authorities. It is also necessary to delineate the powers of local
governments at the oblast, rayon, and gromada levels by amending the
Law of Ukraine “On Local Self-Government in Ukraine™*°.

There is an urgent need to introduce an effective legal mechanism for
overseeing the legality of local self-government activities. This mechanism
should be in line with Article 144 of the Constitution of Ukraine
(according to which decisions of local self-government bodies on the
grounds of their inconsistency with the Constitution or laws of Ukraine are
suspended by the procedure established by law with simultaneous appeal

* Mapkyn 0., 3agopoxkns JI. AnMiHICTpYBaHHS MiCLEBHX [OJATKIB OpraHammu
MicIIeBOro caMoBpsilyBaHHs: 10 Bapto BpaxoByBatu? URL: https://voxukraine.org/
administruvannya-mistsevyh-podatkiv-organamy-mistsevogo-samovryaduvannya-shho-
varto-vrahuvaty

JliarHOCTHKa CHCTEMH MICLEBOIO ONOAATKyBaHHs. AHANITHYHMII 3BIT / 3a perl.
K. IIBaGiit. 2023. 216 c. C. 7. URL: https://u-lead.org.ua/storage/admin/files/
d7ee40daa7f8543c84903bb0b76b51dd. pdf

48 IMpo BHeceHHs 3MiH 10 3akoHy Ykpainu «IIpo Mmicuesi aep:kaBHi aaMiHicTpanii» Ta
JIeSKNX IHIIMX 3aKOHOJABYMX AaKTiB YKpalHM Mon0 pedopMyBaHHS TEPUTOPiabHOL
opranizamii BUKOHaBYOI Biaaud B YKpaiHi: npoekt 3akoHy Ykpainum Big 30 >KOBTHs
2020 poky Ne 4298. URL: https://itd.rada.gov.ua/billinfo/Bills/Card/4479

Ipo micueBe camoBpsityBaHHs B YkpaiHi: 3akoH Ykpainu Bin 21 TpaBus 1997 poky
Ne 280/97-BP. URL.: https://zakon.rada.gov.ua/laws/show/280/97-%D0%B2%D1%80# Text
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to the court)®® and not contradict Article 8 of the European Charter
of Local Self-Government™, according to which:

— any administrative supervision of local authorities should ensure
compliance with the law and constitutional principles. However, higher
authorities may exercise administrative supervision over the proper
performance of tasks entrusted to local self-government bodies;

— administrative supervision of the activities of local self-government
bodies should be carried out in such a way as to ensure that the measures
of the supervisory body are proportionate to the importance of the interests
it intends to protect.

Work should also be intensified on granting Ukrainian municipalities
the status of a legal entity under public law, based on European practice
and calls from European partners. In particular, the European Parliament’s
Resolution of 11 February 2021 “On the implementation of the EU
Association Agreement with Ukraine”®* emphasizes four times the need
for to “introduction of the concept of a territorial public entity as a legal
person, which is the established practice in the European Union and is
recognized in the European Charter of Local Self-Government” (in
particular, in paragraphs 19, 22, 35 and 70 of the above-mentioned
European Parliament Resolution).

The European Commission also emphasizes the need to grant
municipalities the status of a legal entity in its Ukraine 2023 Report:
“Work should also continue granting legal personality to municipalities
under public law, based on European practice™.

% Komcruryuis Yxpainu ig 28 uepsrs 1996 poxy. URL: https://zakon.rada.gov.ua/
laws/show/254%D0%BA/96-%D0%B2%D1%80#Text

! €Bporelicbka XxapTist micieBoro camoBpsiayBanHs (M. CtpacOypr, 15 xoBTHS
1985 poky). URL: https://zakon.rada.gov.ua/laws/show/994 036#Text. ParudikoBana
3akonom Yxkpainu «IIpo parudikanito €Bponeicbkoi XapTii MiCIIEBOI0 CaMOBPsIyBaHHS»
Bix 15 ymmas 1997 poxy Ne 452/97-BP. URL: https://zakon.rada.gov.ua/
laws/show/452/97-%D0%B2%D1%80#Text.

52 European Parliament resolution of 11 February 2021 on the implementation of the
EU Association Agreement with Ukraine. URL: https://www.europarl.europa.eu/
doceo/document/TA-9-2021-0050_EN.html.

%% Ukraine 2023 Report. Accompanying the document Communication from the Commission
to the European Parliament, the Council, the European Economic and Social Committee,
and the Committee of the Regions 2023 Communication on EU Enlargement policy. Brussels,
8.11.2023. P. 14. URL: https:/neighbourhood-enlargement.ec.europa.eu/system/files/2023-
11/SWD_2023_699%20Ukraine%20report.pdf
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CONCLUSIONS

Summing up the above, we can state that in the context of the ongoing
unprovoked armed aggression of the Russian Federation against Ukraine,
domestic municipalities have faced many challenges. First, of course, the
biggest challenge is the war itself, the horrific actions of the Russian
Federation, the killing of civilians, the destruction of buildings and civilian
infrastructure, and the seizure of municipal territory.

Secondly, corruption, unfortunately, was and still is a major challenge
in the activities of not only state authorities but also local self-government
bodies before the war. Criminal cases have been opened against many
municipal leaders not only for the purchase of drums for bomb shelters, or
for the lack of fortifications where they should have been, but also
sometimes for the purchase of drones in violation of public procurement
procedures.

Thirdly, legislative innovations of the Ukrainian state under martial law
have not always been introduced to facilitate the activities of local self-
government bodies. Of course, under the current martial law, the state
seeks to concentrate all power in its hands to best counter armed
aggression. Therefore, objectively, there are all prerequisites for the
centralization of power not only in Ukraine but also in those countries with
a much more decentralized system of public administration.

However, an analysis of the practice of countering Russia’s full-scale
aggression against Ukraine, especially in February-May 2022, clearly
showed that it was thanks to the effects of the decentralization reform that
domestic municipalities had sufficient tools to quickly and effectively
accumulate available resources (not only financial and material) and
contribute to a worthy response to the aggressor. Therefore, the
achievements of the decentralization reform should not be taken lightly,
even in times of war. Instead, Ukraine is witnessing a gradual
centralization of power®, strengthening the role of the presidential
authority, especially at the level of municipalities, rayons, and oblasts
(represented by the heads of the respective military administrations). This
makes it necessary for local governments to adapt to rapidly changing
legislation and to be de facto subordinate to military administrations to
facilitate their activities in the field of security and defense, and on the
other hand, to take care of building capable communities and ensuring

> Darkovich A., Hnyda O. (De) centralization? Trends in the interaction of local self-
government and state authorities at the local level in Ukraine. KSE. 2023. P. 8.
https://kse.ua/wp-content/uploads/2024/05/Full-version.-English.pdf
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quality services for members of the respective hromada and internally
displaced persons residing on its territory.

Of course, it is probably difficult to make only effective decisions and
adopt legally impeccable acts in times of war, because sometimes it is
necessary to act as soon as possible to organize a response to the aggressor.
However, our state has not yet been able to fully utilize the full potential of
possible effective cooperation between the state authorities of Ukraine and
local self-government bodies under martial law. We would like to
emphasize that asymmetric warfare necessitates those modern states be
prepared to “fight” not only on the battlefield, but also in the rear, in the
virtual and information spaces, in the psychological, and, of course, in the
legal spheres. Therefore, it is extremely important, even in the context of
the ongoing war and the current martial law in Ukraine, to maintain an
optimal balance between the centralization of military control over the
security and defense sectors and the natural need for decentralized local
self-government. This should guide any decision-making at the state level,
especially when formulating binding rules of conduct, so as not to upset
the optimal balance of interests between the state and local governments.
This will be the key to Ukraine’s victory, the prosperity of municipalities,
and a prerequisite for the return of millions of Ukrainians home.

SUMMARY

The paper examines the peculiarities of the functioning of local self-
government bodies in Ukraine under martial law. The focus is on the fact
that at the beginning of the war, during 2014-2021, Ukraine actively
implemented the decentralization reform, which resulted in local
governments receiving significantly greater powers, and financial and land
resources. However, later, with the beginning of the full-scale unprovoked
aggression and invasion of the Russian Federation in Ukraine, the opposite
process began.

The author analyses the legislative innovations introduced in Ukraine
during 2022-2024, assesses their compliance with the European Charter
of Local Self-Government, and examines the results of their impact
on the activities of local self-government bodies. The author formulates
several proposals which, if implemented in legislation, would help
to improve the functioning of local self-government bodies in wartime.

The author calls for not taking the achievements of the decentralization
reform lightly, even in the context of the ongoing war, and for striving
to maintain an optimal balance between the centralization of military
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control over the security and defense sectors and the natural need
for decentralized local self-government.
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