
 

1 

The Accounting Chamber of Ukraine 
 

 INTOSAI Working Group on Public Debt Meeting 
Helsinki, Finland, September 10-12, 2012 

 

 
Final Statement on Investigation Theme “Contingent Debt” 

Final Statement on Investigation Theme “Contingent Debt”  

  

Dear Mr. Chairman, 

 Dear Colleagues, 

 First of all, I would like to thank you for this opportunity to make a short 

statement on the Contingent Debt investigation which the Accounting Chamber 

of Ukraine was leading since 2008, so that the Working Group members get a 

clear picture of the work performed and final results.  

As you may recall, the draft results of this investigation have already been 

extensively reported by our colleague Ms. Olena Myznikova during the last 

WGPD meeting which was held in Lithuania in 2011. 

However, we were kindly requested by the WGPD Secretariat to make a 

final statement on finalization of the Contingent Debt investigation. 

 So, what did impel us to raise this issue back in 2008? 

In modern terms, the existence of numerous and expensive contingent 

liabilities substantially affects the financial solvency of a state. 

As a result of various factors (social, economic, legal) contingent 

liabilities may turn into form of direct public debt and, in case of its excessive 

amount, lead a state to default. 

As for Ukraine, the comprehension of the contingent debt nature is 

extremely topical, since major part of contingent liabilities has a high level of 

risk of converting to public debt exceedingly affecting the financial 

sustainability of a state. 

This explains the increasing interest to the problem of understanding the 

value of contingent liabilities and the assessment of their impact on structure and 

volume of public debt by debt managers, economic actors and public auditors. 

As a matter of fact, the contingent debt issue is not a new to the world 

economic society. Back in 1998, in its most famous research the World Bank 
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offered an analytical framework for studying contingent liabilities and other 

fiscal risks of governments. 

In its recent efforts, the Working Group on Public Debt developed 

guidance on measurement and identification of public debt including analytical 

materials of the first investigation on contingent liabilities. 

This work has been developed in a number of subsequent examinations, 

particularly during the previous investigation performed by the UK NAO and 

presented in 2006. 

However, we noticed, that there was a lack of broad comparison analysis 

of contemporary contingent debt management practice worldwide. 

 Given the significant challenges for all states and Supreme Audit 

Institutions, especially in the period of global financial crisis, it was decided to 

summarize the international experience and practice on contingent liabilities 

management and audit involving participation of INTOSAI members as much as 

possible and to develop a better understanding of the purpose of applying this 

knowledge to national audit experience in the future. 

In addition, we set a goal to reveal a number of problems and peculiarities 

that exist in different countries in the issue of "contingent debt" definition 

disclosure. 

A special Questionnaire on contingent debt was designed by the 

Accounting Chamber of Ukraine and distributed among 176 INTOSAI members 

after its presentation during the Working Group’s annual meeting in Ukraine in 

2009. 

The analysis of 45 responses to the Questionnaire shown that in many 

INTOSAI member states contingent liabilities exist in different forms and have 

significant impact on the formation and execution of national budgets. 

At the same time, we ascertained differences in the term definition, 

classification, methodology of contingent debt measurement and information 
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disclosure about it in state financial statements. 

The approach and principles of dividing contingent liabilities into direct 

and indirect were relatively the same. 

Presented to you draft report last year was granted with positive 

provisional communications from WGPD members and afterwards posted at the 

official WGPD website for further comments.   

After that we received a feedback only from SAI of Canada which was 

attentively considered and taken into account while updating our investigation. 

All proposals made by SAI of Canada were accepted. 

Some provisions of the report were revised in question. In particular, the 

paper was augmented by Hana Brixi’s Matrix on public and contingent 

liabilities. 

Additionally we amplified the report with the information on peculiarities 

of contingent liabilities classification and calculation in Ukraine. 

Some outcome recommendations to the INTOSAI members were 

amended and made urgent.  

However, we would like to emphasize that the provided changes and 

updates did not have essential impact on the overall results and 

recommendations of the investigation. 

At this point, we see no need to repeat what was presented during the last 

meeting. 

Besides, the final report is distributed among participants and can be 

found in your folders. 

What the main conclusions we have come to? 

1. The issue concerning definition and classification of contingent debt is 

not commonly regulated by law. It is mainly represented by loans received 

under government guarantees. 

2. Contingent liabilities are often connected with high risk decision-
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making by separate governmental bodies because likelihood of their 

materialization increases with the timely allocation of funds to cover such 

liabilities. 

3. Only a quarter of SAIs notified about the existence of the reserve funds 

in case contingent debt transforms into direct public debt. 

4. Near half of responding SAI informed about inaccessibility of 

information concerning contingent debt for public. Moreover, there is a lack of 

special forms of contingent debt recording and reporting.  

5. With regard to contingent debt auditing, a minority of SAIs notified 

about such practice existence. Also, a lack of related terms of references impairs 

the SAI’s ability to carry out relevant audits.   

6. World financial crisis essentially stirred the economics of different 

countries and raised the problem of transformation of contingent liabilities into 

direct liabilities; though the passivity of such cases can be reduced by the 

corresponding supervision by the state. 

The practice shows that one of the reliable ways to control the level of 

contingent liabilities is the centralization of all data about them by one 

institution. 

To conclude I would like to express our sincere gratitude to all WGPD 

members who contributed or were involved in this investigation and to express 

words of appreciation to the WGPD Secretariat for the support provided during 

this period. 

Thank you for your attention !  


