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In the article, the essence and the basic approaches of domestic and foreign scientists in the
definition of «state financial audit» are revealed analyzed and analyzed. On the basis of the study the
author's definition of the term was formulated. Also the basic elements of the state financial audit
(subject, object, functions, principles, etc.) are considered. The author highlights audit as a particular
form of independent financial control and its importance for the control system. The author also analyzed
the functioning of a modern system of efficiency audit in Ukraine and singled out the main problems of
its functioning. In the study of the implementation of audit into the state financial control system its
important role in the state building was defined, but at the same time it was stressed that this
implementation is moving too slowly today. The analysis of the theoretical and practical problems of
audit implementation demonstrated that the deceleration of this process is associated with a number of
reasons that boil down to the core — uncertainty about the theoretical foundations of the audit and its role
and place in the state financial control. The study made it possible to identify the main directions of
improvement of the system of state financial audit.
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Introduction. Social, political and economic processes taking place in Ukraine, European
integration and globalization require corresponding changes in the organization, content,
forms and methods of state influence on all the spheres of society. The system of government
faces qualitatively new tasks which significantly affect its functioning and development.
During this very period there exists a need for innovation in government regulatory
authorities. The existing system of state financial control needed a qualitatively new and
effective form, which would at the same time be able to assess the current state of affairs at the
object of control, to identify gaps in the work, to analyze the causes of their appearance,
suggest the ways to eliminate and prevent them in the future. The state financial audit has
become such a direction.

Formulation of the problem. The problems of the state financial audit, improvement of
its methodological provision are considered by the following domestic scientists: N. Beluha
[1], V. Buhaenko [2], S. Kyriy [4], L. Klets [5], O. Loktev [7], V. Pihotskyi [8], P. Petrenko
[9] and others. Despite significant research in this area, the following issues of methodological
support of the state financial audit are scarcely explored today. They are: conceptual
apparatus, scope and completeness in the planning and execution of the audit, efficiency of
audits. It should also be noted that the publications of the above mentioned scientists covered
mainly economic categories related to this topic. But none of them did not provide state
financial audit as a system, which is a set of interrelated elements.

The aim of the research is to study the theoretical aspects of state financial audit and their
practical application in Ukraine in the work of supervisory bodies.
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The results of the investigation. Auditing is a form of control which has been used only
for five years in public administration in Ukraine. In international practice of control audit has
become one of the main forms of it realization, and in national practice of control this activity
is new and unexplored in practical and theoretical way [14].

Today the legal framework and academics find no consensus on the definition of the
content and objectives of the state financial audit of budgetary institutions. In addition, there is
no prediction of development of the state financial audit of budgetary institutions in certain
areas [Ommnoka! UCTOYHHMK CCHIJIKH He Hai/IeH. .

For example, in Ukraine the term "audit" in public finance was for the first time used in the
Budget Code in 2001 [15]. Budget Code of Ukraine stipulates that financial control, audit and
evaluation of the use of budgetary funds are made at all stages of the budget process. External
control and audit of financial and economic activity of budgetary institutions are carried out
by the Accounting Chamber — in terms of controlling the use of the State Budget of Ukraine,
the State Financial Inspection of Ukraine — in accordance with its powers defined by law [3].

At the same time, the status of the Accounting Chamber as the supreme audit institution is
not strictly defined, it is only indicated that it is subordinated and accountable to the
Verkhovna Rada of Ukraine and operates independently of any other governmental agencies
[15]. However, we note that the Law of Ukraine "On the Accounting Chamber" contains no
reference to audit. It defines that one of the main tasks of the Accounting Chamber is
monitoring the timely execution of the expenditure of the state budget of Ukraine, budget
spending, and the analysis of established deviations from the State budget of Ukraine and
preparation of proposals for their removal, as well as improving the budget process in general.
However, the functions of the Accounting Chamber are monitoring the effectiveness of
management of the State Budget of Ukraine by State Treasury of Ukraine, legality and
timeliness of funds of the State Budget of Ukraine, including funds of national trust funds in
the National Bank of Ukraine, authorized banks and credit institutions of Ukraine as well as
the development of measures and new sources of additional revenue to the state budget of
Ukraine, making appropriate proposals to the Ministry of Finance of Ukraine [12].

However, monitoring the efficiency of management of the State Budget of Ukraine,
analysis of deviations from its performance and taking steps to finding opportunities and new
sources of additional revenue, in its essence, is the audit referred to in the Budget Code [15].

We believe that the statement of Y. Slobodyanyk that the audit carried by the Accounting
Chamber can be called a state financial audit at the macro level is true, as it is clear that in
addition to the state budget there are local ones.

The next step in the implementation of state audit was the Law of Ukraine "On state
property" adopted by Parliament in 2005. Articles of this law state that the bodies of the State
Financial Inspection of Ukraine perform the state audit of entities in the public sector, aimed
at preventing financial violations, ensuring effective use of public funds, state property [13].

It was only with the adoption in 2005 of the Law of Ukraine "On Amendments to Certain
Legislative Acts of Ukraine on prevention of financial violations, ensuring effective use of
public funds, state and municipal property" there was given an official interpretation of the
term "state financial audit". This law states that "the state financial audit is a form of state
financial control and lies in checking and analyzing the actual situation concerning legal and
efficient use of state or municipal funds and property and other assets of the state, the accuracy
of accounting and the reliability of financial reporting, the functioning of the internal control
system" [11].
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It should be noted that the adoption of this law lifted the ban to engage the State Financial
Inspection of Ukraine in the provision of audit services and it was found that the provisions of
the Law of Ukraine "On Auditing" would not be applied to audit of the state bodies, their
departments and officials, authorized by law to exercise financial control, including in the
form of audit [10].

In turn, the legitimacy of the concept of "state financial audit of budgetary institutions” is
defined by the Order of state financial audit of budgetary institutions by the State Financial
Inspection of Ukraine, approved by the Cabinet of Ministers of Ukraine from the 31%of
December, 2004 No 1777. According to the Order, state financial audit of budgetary
institutions is a form of financial control aimed at preventing financial violations and ensuring
the reliability of financial statements [1], which, in our opinion, can be considered the purpose
of the state financial audit of budgetary institutions.

According to the definition set out in the Order Ne 1777 the main objectives of financial
audit is to promote the public institutions to ensure the accuracy of accounting, legitimacy of
budgetary funds use, state and municipal property use, the reliability of financial reporting and
efficient internal control. During the financial audit primary documents on the operations of
the funds and property and other assets and liabilities are examined as well as accounting,
preparation and presentation of financial statements and internal financial control
organization.

According to the Order the financial audit includes:

- monitoring the financial reporting of budgetary institutions, including the use of Treasury
databases within a year;

- checking the use of budget funds, of state and municipal property, accuracy of
accounting, the reliability of financial reporting, in case of revealing in the process of
monitoring risk transactions;

- analysis of internal financial control system, including the determination of the
effectiveness of its organization;

- preparation proposals to eliminate shortcomings and violations detected in the previous
stages for submitting to the managers of the budget institution;

-giving a conclusion on the level of reliability of financial reporting of budget
organization, on officers’ compliance to legislation on financial matters and completeness of
consideration of proposals during the audit [2].

It should be noted that the Order does not provide the definition of efficiency of state and
municipal assets use. However, the Conception of the state financial control development
approved by the Cabinet of Ministers of Ukraine on the 24™ of May, 2005 Ne 158-r, state
internal audit conducted by the State Financial Inspection of Ukraine is applied during the
previous public internal financial control. The priority technique during state internal audit is
monitoring, the need to assess risk operations is introduced and the relationship between
efficacy of audit and the level of costs for its conducting is focused. The purpose of the audit
is to provide recommendations to improve the activities of the public sector, improving the
efficiency of management processes, which contributes to the objective of the state body [6].
So the Conception highlights the conduction of state internal audit on the effectiveness of the
public sector.

Also recently most scientists tend to believe that the state financial audit should also
consist in verifying and analyzing the performance of the economic entity, in addition to
checking the legality of the use of public assets, the correct accounting and reliability of
financial reporting, internal control system operation.
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Thus, the financial and economic audit according to L. Klets allows to give conclusions
about efficiency of decisions taken by the heads of budgetary institutions while performing
their tasks and functions aimed, primarily, not only at rational and purposeful use of budget
funds but at the efficient expenditure [5].

In the system of financial control the scholar S. Ahaptsov highlights financial audit —
traditional checking the legality and correctness of financial transactions reporting and
accounting as well as efficiency audit, which is focused on the feasibility and thrift of public
resources spending [14].

According to P. Petrenko, in the system of state financial control audit of reporting,
compliance audit and efficiency audit can be distinguished. Thus, conducting audit of
reporting, the governmental body must provide proof to parliament and to the public that the
executive branch properly carries out maintenance of accounts and accounting documentation
during the use of budget funds and that it provides accurate financial information on the
budget performance.

Compliance audit — a financial analysis of the subject of the departmental structure of
budget expenditures as for the implementation of the current budget aimed at determination its
compliance with legislation and other legal acts.

Efficiency audit — is an assessment of the efficiency of financial flows and public property
management, efficiency of tax administration and evaluation of the effectiveness and
efficiency of financial and economic activities of budget funds managers.

The author believes that the subject of state financial audit is not only the funds and
property of the state, their registration and circulation, but also the expertise of draft legal acts,
expertise of financial and other results achieved during budget implementation, and
assessment and forecasts of directions of a certain economic sectors and regions as well as of
the whole country [8]. Thus, the scientist confirms that during the state financial audit the
efficiency of the economic system should be examined.

In order to improve and develop the state financial control and audit of revenues of the
state budget and its use, V. Pihotskyi suggests supervisory authorities to carry out a gradual
transition from the fullness of audits of financial and business activity to audits of performing
basic parameters (efficiency of activity) of budgetary institutions, state property management
through selection to checking the target budget programs or thematic inspections, but not
objects; developing inspection programs with a focus on the analysis of the achievements of
the goals, i.e. assessment of the effectiveness of implementation and performance of the
budget program (efficiency audit); selection and implementation of a list of indicators of
progress of those sectors [9]. Thus, in addition to the efficiency audit of budget programs there
should also exist the efficiency audit of budgetary institutions.

We should also note that the main international document in controlling public finances is
Lima Declaration of guidelines for financial control, which was adopted in October 1977 at
the IX Congress of the International Organization of Supreme Audit Institutions
(INTOSAI) [15].

Standards of the International Organization of Supreme Audit Institutions (INTOSAI)
provides that the full scope of state audit to ensure proper use of public resources has two
types of control: financial audit and audit of administrative activity [4].

Financial audit involves the study of financial documents and accounts of controlled
subject to identify compliance of performance of financial and economic operations to
objectives and budget, to accuracy of their reflection in accounting and reporting, verification
and compliance with applicable regulations and rules. According to the glossary financial
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audit lies in control of legality and timeliness of operations, compliance of its parameters with
established rules and regulations and assessment of the reality of debt and liabilities; control of
accuracy of payment and reliability of recording the results of operations in accounting;
evaluation of actions aimed at preserving (saving) resources. Regarding the audit of
administrative activities, the Glossary states that during its conducting the procedures for the
adoption and implementation of management decisions in order to achieve certain goals are
studied. One of the elements of administrative audit is an efficiency audit of resource use — a
form of control of the management decisions quality for compliance with economy and
efficiency of labor, financial resources and material resource use [15]. So, in international
practice efficiency audit also has a very important place.

Thus, we can determine the state financial audit of budgetary institutions as a form of state
financial audit, which lies in prevention financial irregularities, checking and analyzing the
efficiency of assets use, accuracy of accounting and reliability of financial reporting, ensuring
the effective functioning of the internal control system.

Given the foregoing, we can conclude that the state financial audit has something in
common with the independent audit, but in addition, there are quite a few factors that
significantly distinguish these types of audit. The most fundamental differences are given in
Table 1.

Table 1
Differences between the state financial audit and independent audit [7]
State financial audit Independent audit
1 2 3
Field of activity Activities of public authorities. Entrepreneurship.
Auditing bodies State agencies (State  Financial | Independent auditors and audit
Inspection of Ukraine and the | firms.
Accounting Chamber).
Document Budget Code, the Law of Ukraine "On | Commercial Code, the Law of

regulating audit

State Control and Revision Service of
Ukraine."

Ukraine "On Auditing".

organizations to be
audited

Document The qualification is determined by | Certificate issued by the Audit
certifying governmental agencies. Chamber of Ukraine after a written
auditor’s qualification exam.

qualification

Enterprises, Budgetary institutions and entities of | Any entities regardless of ownership
institutions  and | the public sector and other entities that | and activities.

receive (receiving during the verified
period) funds from the budgets of all
levels and state funds or use (used
during the verified period) state or
municipal property.

Who conducts the
audit

Government officials, authorized to
perform its functions by correspondent
regulations of applicable law.

Physical and legal persons with a
certificate that determines their
qualification suitability to provide an
audit activity in Ukraine and are
included to the Register of audit
firms and auditors.
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Continuation of Table 1

1

2

3

Duration

Not more than 90 days

Determined by the contract.

The result of the
audit

The auditor’s report.

The auditor's report, in some cases —
a certificate or act.

Users of the result

Managers and recipients of budget
funds and (or) responsible performers
of budget programs, financial bodies
and the legislative and executive
authorities, interested scientists.

Managers and (or) the owners of
businesses and  other  bodies
(including government), if the
authentication and completeness of
the annual financial statements of
individual entities in accordance
with the laws of Ukraine are the
subject to official publication.

The ground of
conducting the
audit

According to the plan of the state
supervisory authority.

The agreement between the auditor
(auditing firm) and the customer.

The availability of
payment

Free.

On a commercial basis.

Conclusions and further perspectives in this direction. The result of the study proved
that the audit has a very important place in the system of state financial control and is one of
the main forms of this type of control. The first steps in the development of public audit in
Ukraine have been made both by the Accounting Chamber of Ukraine and the State Financial
Inspection of Ukraine. There exist prepared and approved relevant regulations and orders and
their implementation is happening in practice. However, the legislative narrowness by the
implementation by these institutions functions of state financial control and narrower approach
to understanding of financial control hinder the development of the state financial audit and
efficiency audit, bringing the latter into one category and isolating them in a separate type of

audit.
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VY crarTi mpoaHati30BaHO CYTHICTh Ta PO3KPUTO OCHOBHI IiJXOMYM BITYM3HSHUX 1 3apyOiKHHX
HAYKOBIIB [0 BH3HAUEHHS IOHATH «IEpXKaBHUH (QiHaHCOBMII aymut». Ha OCHOBI mpoBeneHOTO
JIOCTIDKEHHS 0YyI10 chopMyIIbOBaHO aBTOPCHKE BU3HAUEHHS I[LOTO MOHSTTS. TakoX PO3TIITHYTO OCHOBHI
CJIEMEHTH CHCTEMH JIepKaBHOTO (PiHAHCOBOTO aymuTy (CyO’ €KT, O0’€KT, (QyHKIii, MPHUHIMIH, iH.).
ABTOPOM BHJIIJICHO ay/UT SIK OCOONHBY He3anexHy GopMy nepkaBHOro GiHaHCOBOro KOHTPOJIO Ta foro
3HA4YEHHS U1 CHUCTEMH YIpaBliHHA. Tako aBTOPOM 3iiiCHeHO aHami3 (YHKI[IOHYBaHHS Cy4acHOI
CHCTeMH ayauTy e(eKTUBHOCTI B YKpaiHi Ta BHOKPEMJICHO OCHOBHI Ipo0iemMu 11 QyHKIIOHyBaHHSI.

VY Xoni mocnmifKeHHs BIPOBAKCHHS ayJIUTy B CHCTEMY Jep)KaBHOIO (HiHAHCOBOTO KOHTPOJIIO
BCTaHOBJICHO HOTO Ba)KJIMBY POJIb y MPOLECI 1eP:KaBOTBOPEHHS, ajle Pa3oM i3 THM HaroJoLIEHO, M0 1
BIIPOBQ/DKEHHSI Ha CHOTOJHI NPOCYBAEThCS HAATO IMOBUTBGHO. Y pe3ynbTaTi aHaji3y TEOPEeTHYHHUX i
NPaKTHYHHUX TPOOJIEM yIpPOBaPKEHHS ayAUTy JOBEACHO, [0 raJbMyBaHHS LLOTO MPOLECY MOB’s3aHe 3
L{JTUM PSJIOM TIPUYHH, SIKi 3BOJATHCS 10 OCHOBHOI — HEBU3HAUCHOCTI II0JI0 TECOPETHYHUX 3acaj] ayJuTy
Ta HOT0 poIti i Micld y iep)KaBHOMY (hiHAHCOBOMY KOHTPOJII.

[IpoBeneHe MOCHiIKEHHS Aaj0 3MOTY BHAUTUTHA OCHOBHI HANpPSMKH MOJIMIICHHS (YHKIIOHYBaHHSI
CHCTEMH IePKaBHOTO (HiHAHCOBOTO ayAuUTY.
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B cratbe mpoaHaIM3MpPOBaHBI CYIIHOCTh M PACKPBITHI OCHOBHBIE IIOJXOIBI OTEUECTBEHHBIX H
3apyOeXHBIX yYEHBIX K ONPEJEICHUIO MOHATHS «TOCYAApCTBEHHBINH (MHAHCOBBINA ayauT». Ha ocHoBe
IPOBEJECHHOTO HCCIEA0BaHUs OblIO CHOPMYIHPOBAHO aBTOPCKOE OMPEIENCHHE 3TOro MOHATHA. Taroke
paccMOTpEHBl OCHOBHBIE JJIEMEHTBI CHCTEMBI TOCYAapCTBEHHOTO (uHaHCOBOro ayaura (CyOBeKT,
00BeKT, (YHKUWH, IPUHIMOBI M 1p.). ABTOPOM BBIJENCH ayIuT Kak ocobas He3aBUCHMas (opma
TOCyJJapCTBEHHOTO (DHHAHCOBOTO KOHTPOJISI M €T0 3Ha4YEeHHE ISl CHCTEMBI yrpaBieHHs. Takke aBTOpoM
OCYIIECTBIIEH aHAIN3 ()YHKIMOHHPOBAHUS COBPEMEHHOM CHCTEMBI ayauTa 3G eKTHBHOCTH B YKpanHe U
BBIZIETIEHBI OCHOBHBIE ITPOOIEMBI ¢ (D)yHKIIMOHHPOBAHUS.

B xone mccnenoBaHus BHEAPEHUS ayAWTa B CHCTEMY TOCYJapCTBEHHOTO (DHHAHCOBOTO KOHTPOJS
YCTaHOBJIEHO €r0 BAKHYIO POJIb B MPOIIECCE CO3JAHUS TOCYAApCTBa, HO BMECTE C TeM OTMEYaeTcs, 4TO
3TO BHEJpEHHE B COBPEMEHHBIX YCJIOBHMAX IPOJBUraeTCs CIUILIKOM MEUICHHO. B pesynbrare ananuza
TEOPETHYECKUX M MPAKTHYECKUX MNpOOJeM BHEAPEHMs ayauTa I0Ka3aHO, YTO TOPMOXKEHHE 3TOr0
Ipoliecca CBSI3aHO C LIETbIM PSIOM IPUYUH, KOTOPBIE CBOASTCA K OCHOBHOI — HEONpEeNelIeHHOCTH
OTHOCHTENIFHO TEOPETHYECKUX OCHOB ayIWTa M €ro POJM M MeCTa B TOCYJapCTBEHHOM (pHHAHCOBOM
KOHTpOJIE.

IMpoBenenHoe wWcclenOBaHWE MO3BONMIIO  BBIACIUTH OCHOBHBIE HANpPABICHWS  YIyYIICHHS
(YHKIMOHHPOBAHUS CHCTEMBI TOCYIapCTBEHHOTO (PUHAHCOBOTO ayIuTa.

Knwouegvie cnosa: ayaut, aymut 3(QOEKTHBHOCTH, ayAUT COOTBETCTBHUS, TIOCYIapCTBEHHBIH
(bUHAHCOBBIH KOHTPOJIb, (PUHAHCOBBIN ayIUT.

JEL Codes: A110, B400, E610, H110 Table: 1; References: 16
Language of the article: English
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