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The process of adaptation of the Ukrainian accounting system to European standards is a significant step to the cooperation of Ukraine with the European
Union. The implementation of the accounting modernization program in the public sector is going slower than in other areas, and it hinders the powerful driving
force of reforms because the number of budgetary enterprises, institutions and organizations in Ukraine is more than 100 000 (entities in the spheres of educa-
tion, science, sports, medicine, culture, public services, and legislative and executive institutions). In this respect searching for the new ways to improve national
approaches to the modernization of the accounting system in the public sector of economy is very important since the cooperation of Ukraine with international
organizations, financial institutions, and its activity in stock currency and investment markets should be conducted in compliance with international standards,
require openness and transparency of the information on economic issues.
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he notable changes in the Ukrainian economy could

not be avoided in such an important sector of the

economy as budgetary (government financing) insti-
tutions. To perform the reform of the accounting system, it
is advisable to investigate the experience of other countries,
at the same time defining criteria of correlation between
similarity and disparity of the state management sector as
well as justify the necessity of important changes for maxi-
mal approximation of the national accounting system to the
international standards.

Solving the defined tasks would promote the reduc-
tion of the divergences between the accounting systems,
terms and usage of optimal approaches to the accounting
reform in the public sector of Ukraine.
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A considerable contribution to the development of
accounting in the public sector was made by L. Hizatulina,
O. Doroshenko, T. Yefymenko, Y. Kaliuha, O. Kantsurov,
S. Levytska, L. Lovinska, S. Svirko, N. Sushko, O. Chechu-
lina, O. Chemerys, F. Butynets, R. Dzhoha, H. Kireitsev,
T. Khomuliak and others. Many scientists deal with the
problems of implementation of the international standards
in accounting practices of budgetary institutions: P. Ata-
mas, Y. Diedkov, O. Doroshenko, T. Yefimenko, Z. Zhutova,
I. Kondratiuk, D. Pankov, V. Samborskyi, P. Atamas, R. Dzho-
ha, S. Zubilevych, V. Lemishovskyi, V. Matvieieva, T. Melnyk,
P. Petrashko, T. Pysarenko, L. Safonova, and Y. Shara.

The process of the accounting reformation according
to the international standards has been lasting for a long pe-
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riod in Ukraine, however, the process of the accounting and
reporting system modernization in the public sector stands
considerably behind the similar processes in the private sec-
tor. Whereas budgetary institutions are direct executors of
government functions, full-fledged economic entities both
at the macroeconomic and microeconomic level, partici-
pants of the budget implementation process in terms of its
expenditure and revenue components [7], then it is the bud-
get process that is the basis of the efficiency of conducting
reforms in this sphere. The reform of the accounting and
financial reporting process in the public sector is conducted
slower than it is required by the rate of changes in the global
economy. Since the process of reformation has been started
and is going on around Europe, there already exists a suf-
ficient basis for comparing practical achievements of coun-
tries of Europe and Asia (Fig. I).

5000 20042005 2006 2007 2008 2009 2010 201

Fig. 1. The beginning of the accounting reformation process in
the public sector in countries of Europe and Asia (by years)

In the public sector of Ukraine the accounting reforms
are to be realized in two stages by 2017. The first one began in
2007 and ended in 2013 by bringing changes in the legislation,
preparing national accounting standards for the public sector.
The second stage provides implementing the key elements of
the reform, strengthening the legal framework of accounting
and reporting (in accordance with IPSAS), using and creating
unified ITs for government organizations according to bud-
get classification based on guidelines of the Government Fi-
nance Statistics Manual 2001 [2], implementing the National
Accounting Provisions (Standards) in the Public Sector and
Chart of Accounts in the Public Sector [11].

The process of the accounting reformation in the pub-
lic sector is carried out in many European countries (Fig. 2).

The main provisions of accounting reforms of the
public sphere in Ukraine according to the legal require-
ments are stated in the CMU Resolution “On approval of
the modernization strategy of the accounting system in the
public sector for 2007-2015” Ne 34, January 16, 2007 [14].
However, most of the regulated changes occur very slowly
or even only de jure. The main processes of the account-
ing modernization are carried out according to the follow-
ing criteria: improving the accounting system; simplifying
the system of financial reporting and reporting on budget
implementation; creating a unified organizational and infor-
mational accounting system.

Most of the processes in reforming the accounting
system are implemented at the organizational level while
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their practical representation requires considerable analyti-
cal and practical improvements.

he most significant achievement at the organization-
al level for the prolonged period is marked by start-

ing the creation of the institution of public accoun-
tants (IPA). In the world practice a certificated accountant
is an expert who specializes in the public sector account-
ing. The main function of a public finance accountant is
preparation of financial statements and performance of the
work of a chief accountant-auditor at state agencies, local
governments and nationalized industries [3]. Institutes of
state accountants implement a regulatory function in many
countries, since the state almost never interferes into the ac-
counting system of public institutions.

The second part of the theoretical improvement in
the accounting system is providing changes, completion
and improvement of the accounting policy of public institu-
tions. Since 2015 all public institutions have been obliged to
conduct accounting procedures and prepare financial state-
ments on the basis of new accounting principles and meth-
ods outlined in the accounting policy.

The accounting policy of budgetary institutions is a
set of defined principles, methods and procedures within
the applicable law used by the budgetary institution in prep-
aration and presentation of financial statements [10].

The order on accounting policy should include direct
and concise approaches and define methods of evaluation,
accounting and procedures to be used by the budgetary in-
stitution in the case if several options are available (Fig. 3).

According to the statistical data, approximately 83.3%
of countries with the transition economy use in institutions
of the public sector the accounting policy by means of which
they determine the organizational and methodological as-
pects of accounting and financial reporting.

The methodical recommendations envisage that “a pub-
lic sector entity independently, on the basis of the National
Accounting Provisions (Standards) in the Public Sector and
other regulatory legal acts of accounting in the public sector,
determines the accounting policy and changes to it in co-
ordination with the main manager of budget funds” [4]. As
a consequence, disagreements can arise between budgetary
institutions and main managers of budget funds concerning
the vision of organizational or methodical aspects of the ac-
counting policy.

During 2016 many changes were made in the national
accounting regulations in the public sector, which must be
reflected in the accounting policy statement of budgetary
institutions (Fig. 4) [4].

As to improving the form and the procedure of re-
porting by budgetary institutions — several innovations
were introduced in these areas (Fig. 5).

According to the Order of the Ministry of Finance of
Ukraine Ne 1308 dated December 31, 2015, there were made
changes to “The procedure for preparation of financial,
budgetary and other reports by managers and recipients of
budget funds” approved by the Order of the Ministry of Fi-
nance \e 44 dated December 24, 2012 in order to bring this
procedure in compliance with the innovations of the Budget
Code, the National Accounting Provisions (Standards) in
the Public Sector and other normative documents.
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Countries

Iy

The accounting reformation processes in the public
sector of economy

Georgia

I}

The six-stage reforming plan aimed to achieve
a complete compliance with IPSAS by 2020 up to 2020

Latvia

I}

The preparation of IPSAS-compliant national standards

Macedonia

1!

The transition to the accrual basis as a part
of long-term plans

Romania

The improvement and unification of information
technology systems as well as creation

of comprehensive training to conduct accounting
according to IPSAS

Slovenia

]!

The transition to the cash method

Turkey

1 G e |

The development of software related to management
of public expenditure and the accounting information
system

Fig. 2. The accounting reformation process in the public sector of economy in European countries [1]

> New sub-accounts (accounts of the second, third orders)

—— Unit of analytical accounting of inventory

Name

|
\ Homogeneous group

—N Procedure of accounting inventory and forms of primary documents independently
developed by the budgetary institution and used to record the inventory movement

::>| Methods of inventory evaluation ':|—> Identified cost
Cost of first-in

and intangible assets
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)
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c . . .
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o
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g N Procedure of the accounting and distribution
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N List and composition of the calculation
‘ of the production costs of goods Analytical account
——N Useful lives of the groups of fixed assets

Fig. 3. Key elements of the accounting policy of budgetary institutions
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The requirements of the body that performs Changes in the accounting policy will
|\ the functions of state regulation of accounting = provide a more reliable reflection of
N methodology and financial reporting, events (transactions) in accounting and

are changing financial reporting
[ * ]
Main changes =<
4L

By decision of the manager the regulatory documents on accounting policy can provide
for depreciation on the annual balance sheet date

4L

The institutions include transportation and procurement costs into the initial cost
or account them separately. The method of accounting and writing-off transportation and
procurement costs at disposal of inventories is chosen by each institution independently
according to the types and groups of inventories. The usage of one of these methods of
accounting transportation and procurement costs should by envisaged in the order on
accounting policy

4L

Budget institutions can use correspondence of accounting subaccounts that is not
defined in the typical correspondence

4L

Important changes concerning recognition of the initial value of fixed assets,
implementation of their reassessment and disposal, depreciation, determination of their
liquidation value have occurred

4L

The main complementary changes to accounting policy of budgetary institutions

The initial value of inventories obtained free can be determined by using the
information given in primary documentation taking into account estimated expenses

Determination of the period of providing changes According to a general

in the accounting policy of the budget institution 3 rule, from the moment
of emergence of events

and business transactions

According to the advice of the Ministry

of Finance, from the beginning
of a new budget year

Fig. 4. The main changes in the accounting policy of budgetary institutions

The new version of forms of reporting
for budgetary institutions

DDL v Report on receipt and usage of resources from the general fund
(Form N2 2, N2 2m);
v Report on receipt and usage of funds received as payment for services
(Form N2 4-1pg, N2 4-1m);
v Report on receipt and usage of funds received from other sources of own
]DDD revenues (Form N2 4-2a, N2 4-2m);
v" Report on receipt and usage of other proceeds from the special fund
(Form Ne 4-31, N2 4-3m);
v" Report on receipt and usage of funds aimed at performing social, economic
and cultural programs of regional development (Form N2 4-4p);
v’ Report on receipt and usage of other proceeds from special funds (loans
]DDD of international financial organizations) (Form N° 4-3a.1, N 4-3m.1);
v’ Report on budget indebtedness (Form Ne 7g, N2 7m);

v" Report on fulfillment of the Fund budget;
v' Certificate of confirmation of funds balances on other client accounts
of the State Treasury Service of Ukraine;

v’ Verification of indicators in the forms of financial and budget reporting

)

Fig. 5. The list of new forms of reporting used by budgetary institutions
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According to the changes made in the Order N 44, the
new procedure of presentation of monthly budget reports to
the Treasury was introduced for managers of budget funds
who have accounts opened in accordance with the legisla-
tion to carry out operations with their own revenues and
development budget funds in public bank institutions.

Such budgetary institutions present monthly reports
in the specified period by the following forms (Fig. 6) [9].

The procedure of filling in separate entries of budget-
ary reporting on receipt and usage of resources from the
special fund also acquired changes (Fig. 7) [9].

11) the National Accounting Provision (Standard) in
the Public Sector 135 “Expenses”.

The Methodology of Fixed Assets Accounting (recog-
nition, depreciation, liquidation) also has been subjected to
significant changes. According to Part II of Article 6 of the
Law of Ukraine “On Accounting and Financial Reporting
in Ukraine” to implement the Strategy of Modernization of
the Accounting System in the Public Sector for 2007-2015,
dated January 1, 2015, the National Accounting Provision
(Standard) 121 “Fixed Assets” came into force [13; 14]. On
January 23, 2015 the Ministry of Finance approved the Me-

(Form N2 4-1q, N2 4-1m);
(Form N2 4-2p, N° 4-2m);

Ly,

(Form N2 4-31, N2 4-3m);

)LL)

The new version of forms of monthly reporting
of budgetary institutions

)

)DDD v Report on receipt and usage of funds received as payment for services
v" Report on receipt and usage of funds received from other sources of own revenues

Report on receipt and usage of other proceeds from special funds

v' Report on receipt and usage of other proceeds from special funds (loans
of international financial organizations) (Form N 4-3a.1, N 4-m.1);

v' Report on budget indebtedness (Form N2 7a, N2 7m);
Report on indebtedness on individual programs (Form N2 7a.1, Ne 7m.1);

v’ Certificate of allocating by main managers expenses of the special fund
of the State Budget of Ukraine by programs financed by loans from
international financial organizations

Fig. 6. The list of new forms of monthly reporting of budgetary institutions

Concerning the process of adaptation of the National
Accounting Standards in the public sphere to international
ones, to achieve the most optimal compliance with the es-
tablished requirements 9 standards were introduced in 2015
and 11 ones are to be introduced in 2017 [8]:

1) the National Accounting Provision (Standard)
in the Public Sector 101 “Presentation of Financial State-
ments”;

2) the National Accounting Provision (Standard) in
the Public Sector 102 “Consolidated Financial Statements”;

3) the National Accounting Provision (Standard) in
the Public Sector 103 “Financial Statements by Segments”;

4) the National Accounting Provision (Standard) in
the Public Sector 105 “Financial Reporting in Hyperinfla-
tionary Economies”;

5) the National Accounting Provision (Standard) in
the Public Sector 124 “Revenues”;

6) the National Accounting Provision (Standard) in
the Public Sector 126 “Rent”;

7) the National Accounting Provision (Standard) in
the Public Sector 129 “Investment Property”;

8) the National Accounting Provision (Standard) in
the Public Sector 130 “The Impact of Changes in Exchange
Rates”;

9) the National Accounting Provision (Standard) in
the Public Sector 131 “Construction Contracts”;

10) the National Accounting Provision (Standard) in
the Public Sector 134 “Financial Instruments”;

BIBHECIHOOPM N2 112016
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thodical Recommendations on Accounting of Fixed Assets
of Public Sector Entities. The Order of Ministry of Finance
Ne 11 dated January 23, 2015 approved the Methodical Rec-
ommendations on Accounting of Fixed Assets of the Public
Sector Entities, which regulate the procedure of calculating
fixed assets depreciation in budgetary institutions (Fig. 8)
[5]. The Ministry of Finance has made further changes to the
Methodical Recommendations on Accounting of Fixed As-
sets of the Public Sector Entities by the Order Ne 709 dated
July 28, 2016, according to which the value criteria for refer-
ring fixed assets to non-current tangible assets of low cost is
increased and data describing the fixed assets to be included
into the write-off certificates are specified.

The aspects of technological nature regarding the
unification of the accounting process are still problematic.
Among them the issue of selecting software for the informa-
tion exchange between the Ministry of Finance, the Trea-
sury, and public sector entities using databases and infor-
mation systems to improve the level of transparency and
openness of the accounting process.

CONCLUSIONS

The transition of the national accounting system and
preparation of reporting by budgetary institutions accord-
ing to the international standards is a requirement of the
international community. Many countries with transition
economies, taking into account the current trends of global
economy development, have chosen the way of the account-
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The total balance on the special registered account

“Beginning balance”and“ending opened with Treasury authorities as well as the total
> balance of reporting period ] balance on accounts at bank institutions without
(year)” differentiation according to the Codes of Economic
Classification of Budget Expenditures is reflected
The total balance of the special registered account
L > “Beginning balance” ! without differentiation according to the Codes
of Economic Classification of Budget Expenditures
is reflected
“Cash disbursements for the
reporting period (year) - including The total amount of cash disbursements
—>| those allocated for repayment of |—y| Of the special budget fund allocated for repayment
the general fund indebtedness, of indebtedness of the budget general fund
total” is reflected
“Cash disbursements for the
.§ }_ ~ reporting period (year) - The total amount of cash disbursements of the special
£ 5 including those allocated for || budget fund allocated for repayment of indebtedness
repayment of the general fund of the budget general fund and transferred from
indebtedness and transferred accounts at bank institutions innational currency
from accounts at bank
institutions”
There reflected the total amount of cash disbursements
and loans granted from the special budget fund by
“Cash disbursements for the a corresponding source of revenues in the context the
|| reporting period (year), including | .} Codes of Economic Classification of Budget
those transferred from accounts Expenditures and the Classification of Budget Lending
at bank institutions” (expenditures that were taken by the method of costs
transfer from bank accounts in national currency)
There reflected balances on the special registered
accounts and/or on accounts at bank institutions
—> “Ending balance, total” —>»1 without differentiation according to the Codes

L]

of Economic Classification of Budget Expenditures
and the Classification of Budget Lending

Fig. 7. The updated procedure of filling in separate entries of budgetary reporting on receipt and usage of resources
from the special fund

ing development aimed at adhering to common principles
and rules of accounting and financial reporting in accor-
dance with international standards.

In Ukraine the reformation process also requires im-
mediate changes in the methodology of accounting and its
implementation, adaptation of accounting in Ukraine to the
international practice. As a result, the National Accounting
Standards were introduced, the Chart of Accounts was up-
dated, further amendments to the accounting policy were
made, and the accounting terminology of budget account-
ing and the accounting method for individual objects of ac-
counting were changed in the public sector of Ukraine. H
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MAIN CHANGES IN FIXED ASSETS ACCOUNTING
IN THE PUBLIC SECTOR

————

Previous provisions

\

NAP (S) PS 121

Depreciation is calculated once a year

It does not regulate the terms
of depreciation concretely

Terms of useful life for fixed assets
are defined

The institutions establish terms of useful
stages for fixed assets by their own approach

Depreciation costs are the sum of distributed
cost of non-circulating assets that is exploited,
used and correspondingly depreciated during

their useful life (exploitation)

Depreciation costs are the distributed sum
of depreciation of fixed assets from the
beginning of its useful life, or as it is shown
in explanation, the systematic distribution
of the cost of non-circulating assets that

is depreciated

Fixed assets are subject to writing-off
if they could not be disposed in the
prescribed order, donated or regarding
which any other methods of management
can not be used ... in the case if such fixed
assets are morally or physically worn out

... as in the certificate... is it possible
to indicate a degree of depreciation,
when depreciation costs are not charged?

Fig. 8. The main changes in the accounting of fixed assets in the public sector of economy
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Kosataya I. A. The Role and Place of Accounting in the Enterprise

Accounting takes one of the leading places in the system of enterprise man-
agement. It reflects the real processes of production, circulation, distribution,
and consumption, comprising the information base for characterization of
financial status and planning the activities of enterprise. Using the informa-
tion provided by accounting, one can develop a strategy for the functioning
of enterprise, including the following: 1) efficient use of available resources;
2) control of the current activity of enterprise; 3) planning its strategy and
tactics; 4) eliminating subjectivity in the managerial decision-making; 5) fore-
casting indicators of the enterprise development, and 6) finding reserves to
enhance the efficiency of its work. Thus, the accounting system is of great
importance to the work of any enterprise, is designed to provide complete,
accurate and reliable information to make informed managerial decisions,
both by internal and by external users.
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