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Budget Security as Factor of Economic Development of the State

A system analysis of the core threats to the budgetary security of the state shows that the current
performance of the budgetary system in Ukraine was formed under the pressure of destructive external and
internal risks aggravating the budgetary security problem. The article’s objective is to deepen theoretical and
methodological foundations for the assessment of core threats to the budgetary security of the state.

It is demonstrated that the occurrence of external and internal threats to the budgetary security is
characterized by the following tendencies: high level of GDP redistribution through the budgetary system;
the growing figures of the total public debt, the government guaranteed debt and the payments to service
and repayment of the public debt in Ukraine; the persisting high deficit of the public budget; high level of
centralization of the budgetary funds.

It is substantiated that the execution of budget revenues involves two main dimensions of risk activities,
which are the threats related with the proceeding of taxes and other categories of obligatory payments to the
budget, and the administrative threats stemming from the existing system of tax administering. The impact of
the first group of threats can be minimized by building up a rational budgetary system with the optimal level of
fiscal burden. Minimization of the impact from the second group of threats will enable for the effective work of
government bodies charged with administering and control.

The factors that cause risks and threats of budget losses resulting from failures in the budget revenues
administration system are determined: risks which occurrence will result in the budget revenues never reaching
the expected levels due to the inefficiency of forecasting and planning of budget revenues and failures in the
routine operation process, first and foremost when mobilizing payments to the budget; risks of the excessive
costs with the occurrence of which the costs for guaranteeing the projected figures of budget revenues by
revenue category will exceed the economically viable ones; risks of the violation of the law, and risks of budget
revenues administering per se.

Key words: budgetary security, threats to budgetary security, budgetary system, public debt, deficit to
public debt.

The latest political and economic events have
become the destructive factors that have undermined
the stability of Ukraine’s economy in general and the
financial system of the state in particular. Since the
budgetary system is a reflection of socio-economic
processes in the state, the indicators of the state
budget system are characterized by high volatility and

unpredictability of the dynamics, which complicates
their forecasting due to the high level of uncertainty, and
this tendency continues to intensify and impedes the
implementation of progressive changes in the economy.
This leads to the need for new approaches to the analysis
of the state of the budget system and the development
of qualitatively other levers of influence on the state of
budgetary security.
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The study of the peculiarities of the development
of the budget system of Ukraine in the context of
providing budget security at the present stage of the
implementation of reforms becomes urgent, since
its guarantee is one of the key tasks of the state in
implementing budget policy that would ensure the
goals of socio-economic development of the state and
meet national interests. The importance of problems
related to fiscal security, which is a prerequisite for
ensuring positive changes in the national economy, and
the peculiarities of the influence of budget elements on
the increase of the effectiveness of the mechanisms of
economic security of the state, determines the relevance
of the research topic.

The issues of financial and budgetary systems and
their safety are of great importance in the research of
such scholars as O. Vlasiuk, L. Shemaieva, L. Lohar,
N. Koren, V. Fedosov, S. Yurii and others. Most scientific
works of the named researchers are aimed at revealing
general tendencies of functioning of economic security
and budget system. Despite the attention of scientists to
the problems of the state budget and economic security
of the state, many outstanding issues related to the
definition of budgetary risks and minimization of their
impact on fiscal security remain, which will reinforce the
need for further research in this area.

The purpose of the article is to deepen theoretical
and methodological principles of the assessment of main
threats to guarantee the state budgetary security.

The study of the assessment of main threats to
ensure the state budget security was carried out during
the period from 2000 to 2016, forecast data for some
indicators up to 2020 was calculated. To achieve the
purpose of the study we used the fundamental, theoretical
positions and principles of modern and classical
economic theory, the theory of system analysis, works of
Ukrainian and foreign scientists on issues of economic
security and security of budget system. We applied
general scientific and special methods for the purpose to
study of social and economic processes and phenomena,

namely: induction and deduction, generalization — to
clarify the categorical and conceptual apparatus; system
analysis and synthesis, statistical, correlation analysis —
to assess the current state of formation of main threats
to the state budgetary security, the disclosure of their
development trends; logical generalization — to study
sources of threats to budgetary security; graphic method
— when visualizing the main results.

The statistical and factorial basis of the study are
normative and legal acts, scientific works of Ukrainian
and foreign economists on the study of problems of
economic security and budgetary system, reported
data of the Ministry of Finance of Ukraine, the State
Treasury Service of Ukraine; statistical materials of the
State Statistics Service of Ukraine; own analytical work
of authors and electronic resources of the Internet.

Budget security as a significant factor in the socio-
economic development of the state is one of the decisive
criteria for the effectiveness of fiscal policy. Budget
security expresses the ability of the state, with the help of
budgetary levers, to fulfill its functions and tasks taking
into account individual, corporate and social interests
[1]. Therefore, the provision of budgetary security of the
state is part of the system of tasks of forming an effective
budget policy and achieving strategic socio-economic
priorities. Increasing attention to the problems of
budgetary security in Ukraine is due to the dynamics
of social processes both in the global and national
dimensions [2].

Since fiscal security is a key component of financial
security, let’s consider the dynamics of the integral
indicator of Ukraine’s financial security. According
to actual and projected calculations of the general
state of economic security of Ukraine, the integral
indicator of Ukraine’s financial security level in
2000, 2001, 2004, 2014-2016 was in the critical
area. According to the forecasted calculations by 2020,
Ukraine’s financial security is at the lower level (Fig. 1,
calculated by the authors calculated by the authors on
the basis of the data [3]).
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Fig. 1. Dynamics of the integral indicator of Ukraine’s financial security level
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Positive dynamics of social and economic processes
and the ability to reduce the negative impact of
numerous risks and threats to the financial security of
the state, which are exacerbated not only during the
crisis, but also during the period of economic reform,
should provide budgetary tools.

Ensuring budget security is one of the prerequisites
for achieving strategic socio-economic priorities of state
development. Threats to the budgetary security of the
state, expressing the potential for negative influence, are
of a subjective nature, since they are largely dependent
on budgetary decisions and the reconciliation of public
interests.

The main factor in the formation of threats in fiscal
policy is the inconsistency of public needs and the
limited resources of the state. The emerging threats are
determined by the content of the reproductive processes
of the subjects of the budget legal relations, the degree
of coordination of their interests, and, consequently,
the functional determinism of budget policy, the
principles of budget formation and the equivalence of

the distribution of its funds at the levels of the budget
system [1].

The current state of the budget system of
Ukraine was shaped by a number of destructive
external and internal challenges that exacerbated
the issue of ensuring budgetary security. Challenges
caused by external and internal threats in the
development of the budget system are characterized
by the following trends [4].

There is a high level of GDP redistribution
through the budget system (Fig. 2, 3 calculated by
the authors on the basis of the data [5]). The share of
consolidated budget revenues in GDP in 2017 and
2019 amounted to 34.09 and 32.45% (compared to
29.0% in 2013), indicating an increase in the level of
GDP redistribution through the budget system. In
2017, the share of consolidated budget expenditures in
GDP was 35.47% — the highest figure for the last six
years (in 2016 — 35.11%, in 2018 — 35.13%,). In 2019,
the share of consolidated budget expenditures in GDP
was 34.47%.

1400

37,5

35,1 ERI 35,1 =1
1200 - L 35,0
1000 { 317 . 32
il (1370,1
30,3 |
300 I 30,0
600 L 27,5
416,9
400 g 28 25,0
w4455
398,6)f: " :
200 22,5
0 4 20,0

2011 2012 2013 2014

2015 2016 2017 2018 2019

B [ncome of the Consolidated budget of Ukraine, UAH billion, left
C—3Expenditures of the Consolidated budget of Ukraine, UAH billion, left
== [ncome of the Consolidated Budget of Ukraine, % to GDP, right
—@— Expenditures of the Consolidated budget of Ukraine, % to GDP, right

Fig. 2. Dynamics of income and expenditures of the Consolidated Budget of Ukraine
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Fig. 3. Dynamics of revenues and expenditures of the State Budget of Ukraine and their share in GDP
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The volume of expenditures of the consolidated
budget of Ukraine in 2016 (when official dollar rate
was 24.78 UAH) amounted to 33,69 billion USD,
which is twice the respective indicator of 2011,
revenues of the consolidated budget of Ukraine also
increased in 2016 almost twice as compared to 2011.

Threats to budget expenditures arise at each
stage of the budget process, which may include
shortcomings and omissions of organizational,
regulatory and financial nature, as well as the
inadequate execution by the chief spending unit
manager of control functions and functions of
management of budget funds, namely: lack of
timeliness approval of passports of budget programs
and the order of using budget funds; non-compliance
with the order of using budget funds; shortcomings in
the organization of accounting; untimely distribution
of open allocations; insufficient control by the
main spending units for the activities of lower level
managers and recipients of budget funds; untimely
and poorly prepared reports on the implementation
of budget program passports, etc.

The risk of growth in payments for servicing and
repayment of public debt is a significant factor, which
for a long time raises problems in the field of public
finances and has an impact on fiscal security.

The trend towards excessive increase in debt
burden has become a characteristic challenge of

2500,0

recent years: if in 2013 the level of debt was 33.0%
of GDP, then in 2014 the corresponding indicator
exceeded the thresholds and reached 69.3% in 2016
In relation to GDP, the state and state-guaranteed
debt amounted to 79.3% (the ratio of public debt to
nominal GDP was 67.3%) [7], and according to the
results of 2016, in relation to GDP, the state and state-
guaranteed debt increased by 0.7 pp and. amounted
to 81.0%, its total amount amounted to 1929.8 billion
UAH.

In 2016, the amount of state and state-guaranteed
debt of Ukraine increased by 357.6 billion UAH,
while in dollar terms it increased by $ 5.5 billion. As
of January 1, 2017, the state and state-guaranteed
debt of Ukraine amounted to 1929.8 billion UAH
($ 70.97 billion), including: state and guaranteed
by the state external debt UAH 1249 billion ($ 45.6
billion), which is 64.3% of the total amount of state
and guaranteed state debt; state and guaranteed by
the state domestic debt — UAH 689.7 billion ($ 25.4
billion), which is 64.3% of the total state and state-
guaranteed debt. As of January 1, 2020, the state and
state-guaranteed debt of Ukraine amounted to UAH
1,998.3 billion.

Using trend analysis, we forecast the trend of the
dynamics of Ukraine’s public debt relative to GDP
(see Fig. 4, calculated by the authors on the basis of
the data of [6]).
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Fig. 4. Polynomial trend of changes in the dynamic of Ukraine’s public debt relative to GDP

As the Fig. 4 testifies, the indicators of Ukraine’s
sovereign debt have a downward trend. Relative
indicators of the state debt in the medium-term showed
a downward dynamics and showed an increase in the
degree of solvency of the state.

The growth rate of external debt significantly
exceeds the growth rates of domestic borrowings,
which indicates the unsatisfactory state of the internal
potential of the monetary system of the state.

The Association Agreement between Ukraine and
the EU provides for cooperation in the field of public
finance management aimed at ensuring the development
of fiscal policy and is based on international standards.

In the member countries of the euro area, according
to the Maastricht criteria, the size of the gross debt
of the government should not exceed 60% of GDP
[8]. The critical level of public debt to GDP at the
level of 60% for state and guaranteed debt was fixed
in the Budget Code of Ukraine. The actual amount of
Ukraine’s public debt (81%) significantly exceeds the
officially established ceiling (60%), but similar situation
is observed in 19 of the EU-28 countries. A significant
increase in Ukraine’s debt burden in recent years has led
to a high level of government budget deficits in Ukraine.

The deficit of the state budget of Ukraine in 2016
amounted to 68.4 billion UAH, which is 2.9% of GDP
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(table 1, calculated on the basis of the data of [10]). The
indicator corresponds to the Maastricht criteria and the
requirements of the IMF Memorandum, besides, this

indicator is below the level of 2012-2014 (3.7-5.0%),
but significantly exceeds the level of 2015 (1.6%).

Table 1
Dynamics of the deficit of the Consolidated and State budgets of Ukraine in 2011-2019
Year
Indicator
2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019
Revenues,
5 UAH billien 398,6| 4455 4428 456, 652,00 7829 1016,8 1184,3 12898
E % GDP 30,3 31,6] 304 291 329 32,9  34.09] 3328 3245
'-U .
g | Bxpenditures UAH | 4169 4925 5058 5231 6799 83559 10568 12502 1370,1
.
S % BBII 31,70 3500 348 334 344 351 3543 3513  34.47
=i
S ~ |UAH billion|  23,1| 50,8 636/ 7200 309 53,0 42,1 67,8 84,3
Deficit
% of GDP 1,7 3,5 4,2 4,6 2,3 2,2 1.41 1.90 2.12
Revenues,
UA billien 314,00 346,11 3392 357,1| 5347 6163 7933 9281 9983
g % of GDP 239 246 233 228 27,0 259 2659 2608  25.12
= | Expenditures, UAH
2 XPenblﬂﬁf)e;’ 3335 3968 403,55 4302 5769 684,74 839,21 9858 10729
[«9)
= % GDP 253 282 27,7 275 292 28,7 2813 2770  26.99
Deficit UAH billion| 23,6/ 53,4 647 781 452 68,4 478 59,2 78,0
elicl
% GDP 1,7 3,7 4,3 5,0 1,6 2,9 1.6 1.66 1.96

The increase of the state budget deficit from 1.6% of
GDP in 2017 to 1,96% of GDP in 2019 is conditioned,
in particular, by the need to pay off debt obligations,
ensuring adequate level of financing of the security
sector and state defense, ensuring social protection
functions of citizens (Koren N. V., 2015). The growth of
the budget deficit has also led to a reduction in the EBU
revenues to the Pension Fund of Ukraine, which has led
to the need to increase its budget support.

The sources of financing the budget deficit are
privatization proceeds, as well as government borrowing.

Each year, the indicators of privatization receipts to the
budget were insignificant, the last two years — less than
one percent of the projected figure (Fig. 5, calculated
on the basis of the data of the State Treasury Service
of Ukraine [10]). So from planned in 2019 17.1 billion
UAH of the proceeds from privatization came to only
536 million UAH, in 2015 it received 151.5 million
UAH of the planned UAH 17.0 billion, in 2014 UAH
0.5 billion came of the planned 17 billion UAH, in 2013
UAH 1.5 billion came of the planned 10.9 billion UAH.
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Fig. 5. Proceeds from privatization to the State Budget of Ukraine
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Due to the unfavorable investment climate,
which reduces the demand and price of privatization
objects, there is a high risk of non-receipt of funds in
the state budget of Ukraine planned for 2020 in the
amount of 12 billion UAH In connection with this,
financing of the budget deficit through the additional
issue of government securities is used, which leads to
an increase in public debt. In a significant debt burden
and maintaining a high level of budget deficits, this
factor will negatively affect the decision of the tasks
of guaranteeing budget security.

1600,0

Threats to the revenue side of the budget are
threats of lack of revenue and budget commitments.
Revenues of the consolidated and state budgets grew
at arapid pace during the whole period of 2011-2019,
in 2016 they increased almost twice as compared to
2011, and in 2016 the consolidated and state budget
revenues grew in comparison with 2014 amounted to
more than 70% (Fig. 6, calculated on the basis of the
data of the State Treasury Service of Ukraine [10]).
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Fig. 6. Dynamics of revenues of consolidated, state and local budgets of Ukraine

However, if in 2015 the increase in revenues was
mainly due to inflation-devaluation effects and tax
changes at the beginning of the year, then in 2016
— mainly with improved tax administration and a
certain stabilization of the economic situation.

In 2016, the annual plan for the revenue side of
the consolidated budget was implemented at 100.2%.
The revenue part of the consolidated budget was
UAH 782.7 billion in 2016, and the revenue part of the
state budget, taking into account intergovernmental
transfers, amounted to UAH 616.3 billion.

At the same time, tax revenues, in contrast to
the reduction in 2013, increased by 3.8%, which is
due both to tax innovations from the second half of
2014, and with inflationary effects. The reduction of
non-tax revenues in 2014 amounted to 5.3%, which
is in particular due to a decrease in transfers from the
National Bank (by 19.4%).

There are two main aspects of risk activity in
providing budget revenues. Threats are related to the
flow of taxes and other types of compulsory payments
and directly affect the behavior of their payers
(minimizing the impact of this group of risks and
threats is aimed at building a rational budget system
at an optimal level of fiscal burden) and the risks and

threats posed by the existing system administration
of budget revenues (managerial risks, reflect the
effective activity of administration and control
bodies) [9].

The risks and threats of budget losses as a result
of violations in the budget revenue management
system may be due to the following factors: risks
in implementing which budget revenues will not
reach the projected amounts that may be caused by
the ineffectiveness of such components of budget
management as forecasting and planning budget
revenues, in particular tax revenues; violations in
the process of operational work — the mobilization of
payments to the budget [4].

Risks of overcapacity, in the case of which the
costs of ensuring the forecast amounts of revenues to
budgets for certain types of income will exceed the
economic expediency. These risks are determined
by the current (proposed) rules of procedure for
administering revenues.

The threats posed by the risks of managing
the revenue part of the budget include the risks of
violations of the budget and tax laws and the risks of
administering budget revenues. The risk of violations
of budgetary and tax legislation by public servants is
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characterized by the possibility (probability) of abuse
and corruption by government officials, resulting
in possible loss of budget revenues. The risks to the
revenue administration process include the effect of
operational processes, objective or subjective factors,
ineffective management and violations of fiscal and
tax laws, which leads to an increase in budget losses.
Conclusions. By analyzing the risks and threats
to the state budget security, it has been established
that they are characterized by such tendencies.
First, the high level of GDP redistribution through
the budget system remains. In 2019, the share of
consolidated budget revenues in GDP amounted
to 32.45%, while the share of consolidated budget
expenditures in GDP was 34.47%. Secondly, it was
dangerous not only to increase the total amount of
state and state-guaranteed debt of Ukraine, but also a
significant increase in budget expenditures to finance
its servicing and repayment. Forecast calculations of
the trend of changes in the expenditure of the state

budget of Ukraine for repayment and servicing of the
state debt show an upward trend, which is confirmed
by calculations of their forecast indicators by 2020,
which also indicate an increase in threats to the budget
security of Ukraine. Third, the high level of the state
budget deficit remains, which is expected to increase
from 1.6% of GDP in 2015 to 2.9% of GDP in 2016,
in particular, the need to pay off debt obligations, to
finance expenditures on defense, social protection and
social security. Fourth, the threat of non-fulfillment
of the plan of incomes and expenditures of the
consolidated, state and local budgets is caused by the
risks of management and risks of non-fulfillment of
planned indicators.

Future studies are expected to be devoted to
summing up the set of external and internal factors
that have impact on the mechanism of budgetary
security in Ukraine, cause the occurrence of budgetary
risks and threats and worsen the budgetary security
situation.
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Biop)xeTHa 6e3neka 9Kk ¢pakTop eKOHOMIYHOro pO3BUTKY AepXXaBu

CucreMHUI aHAJI3 KJIIOYOBUX 3arPo3 OI0KeTHIN GesIielli gep:KaBu I0Kasas, 110 Cy4acHUN cTaH Olo/sKeT-
HOI cucTeMu YKpainu chopMyBaBcs TMi/l BITMBOM IECTPYKTUBHIX 30BHIIIHIX i BHYTPIlIHIX PU3UKIB, IKi 3aro-
CTPUJIM IMTaHHs 3a0e3edeHts Oo1KeTHOI Oe3ieky. Meroro cTarTi € HoraubaeHHs TEOPETUKO-METOAMYHIX
3acajl OI[iHKHU KJIIOUOBUX 3arP0O3 TapaHTyBaHHs OI0JIZKETHOT OE3MEKH JEPKABH.

JToBe/ieHO, 1110 BUHUKHEHHSI 30BHIIIHIX i BHYTPIITHIX 3arpo3 Or0/IKETHII Ge3Iielli XapaKTepusy€eThest TaKu-
MU TEHJICHITISIMU: BUCOKUI PiBEHb TIEPEPO3IO/ITY BATOBOTO BHYTPIIIHBOTO MPOAYKTY Yepe3 OI0/KETHY CHC-
TEMY; 3POCTaHHSI SIK 3arajibHOI CYMU JIEP/KaBHOTO Ta TAPAHTOBAHOTO JIEPKABOIO OOPry YKpaiHu, Tak i o6csry
IJTaTeKiB 3 00CAYTOBYBAHHS Ta TIOTAIIIEHHSI IEPKABHOTO OOPry; 30epesKeHHsT BUCOKOTO PiBHS jsediluty aep-
JKaBHOTO OIOJKETY; BUCOKHIT PIBEHD IIEHTPaJIi3allii OF0/PKETHUX KOIITIB,

OO6rpyHTOBAHO, 1110 TIPH 3a0e3MeUeHHI BUKOHAHHS IOXO/[iB OIOJIKETY ICHYIOTD /IBa TOJIOBHI aCHEKTH PU3U-
KOBOI lislIIbHOCTI — 11e 3arpo3u, 1I0B’3aHi 3 HAAXOKEHHSIM TIOJATKIB Ta iHIINX BU/AIB 060B’I3KOBUX ILJIATEKIB
110 OIOJKETY Ta yIPABJIHCHKI 3aTPO3H, sIKi 3yMOBJIEH] iCHYIOYOI0 CHCTEMOO aJIMiHICTpyBaHHs M0XO/iB. [list
MiHiMi3aIlii BIVIUBY MEPIIOi 3a3HAYEHOI IPYITH 3arpo3 HeoOXiHA TOOYI0Ba PAIlOHAIBHOT OI0/KETHOI CUCTEMU
3a ONITUMAJIBHOTO PiBHSA (hiCKaIbHOTO HaBaHTaKeHHA. MiHiMi3allito BIJIMBY [PYToi IPYIIH 3arPO3 YMOKIMBUTD
3abe3neueHHs e(PEKTUBHOI MisLIbHOCTI JIePsKaBHIX OPTaHiB aJiMiHICTPYBaHHS i KOHTPOJIIO.

BusHaueHo (daktopu, siki COPUYUHSIOTh PUBUKH Ta 3arpo3u OIO/DKETHUX BTPAT YHACJIIOK MOPYIIEHD Y
cucreMi yrpapJiHHs OI0KeTHUMM JOXOAAMI: PU3UKH, IIPU peaslizallil SKuX 00CArr HaJXOIKeHb 10 OI0KeTiB
He OCATATUMYTb MPOTHO3HUX PO3MIPiB YHACTIIOK Hee(eKTUBHOCTI MTPOTHO3YBAHHS i TIJTAHYBAHHS JIOXOJIiB
GI0JKeTY Ta TIOPYIIIEHb Y TIPOIEC] OMlepaTUBHOI POOOTH, HACAMITEPE]] Y XO/Ii MOOITi3aIlil IIaTeXiB 10 OI0/UKeTY;
PU3UKHU HAJBUTPATHOCTI, Y BUMAJKY peasisallil SKMX BUTPATU Ha 3a0e31eUeHHsI IIPOTHO3HUX 00CSTIB HAXO-
JKEHD JI0 OIOJKETIB 32 OKpEeMUMU BUIAMU JJOXO/IB IIEPEBHUIYBATUMYTh €KOHOMIUHO JOLIIbHI; PUSHKH [IOPY-
HIEHHs OIOKETHOrO 1 M0JaTKOBOTO 3aKOHOAABCTBA Ta PU3UKHU BJIACHE aJIMiHICTPyBaHHS OIOJZKETHUX JO0XO/IIB.

KmouoBi cioBa: 6rodicemna 6esnexa, s3azposu 0r00xcemuiti 6esneyi, dr0rcemna cucmema, 0epircasHuil
6ope, depiyum depacasnozo Groducemy.
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