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Abstract. The purpose of the paper is to offer the ways of development of the system of state financial control in
Ukraine. The object of this research is the process of state financial control. Methodology. The research methods are
systematic approach, groupings and tabular method, structural-functional method. In order to determine the types
and elements of financial control it was used systematic approach.To characterize the distribution of financial control
for the Lima Declaration; types end elements of state financial control; types of Supreme bodies of state financial
control — groupings and tabular method. For disclosure the mechanism of the public financial control system the
structural-functional method is used. Results of the survey shows, first of all, that recent steps of the government
will improve the mechanism of control for the use of public fund. On the other hand, international experience
includes the important features of the state financial control, which could be implemented in Ukraine. Furthermore,
in Ukraine certain steps in standardization are taken to implement the international standards of control: first of
all, Strategy modernization of the accounting system in the public sector in 2007-2015 was approved. Moreover, in
2013 in Ukraine the working meeting with the expert on the Twinning Fiche Projects took place, where the further
direction of collaboration aimed at completion of development of the project documentation was presented.
Nevertheless a lot of questions of the state financial control system standardization remain open. Unsystematized
standards have negatively affects on their usage, results in an ambiguous interpretation of separate situations which
arise during control activity. Practical implications. The first thing that needs to be said is that types of state financial
control according to the allocation of authorities between the different bodies were considered. Another important
thing is that directions for improvement of state financial control in Ukraine were suggested. In addition to previous
practical implications, the important role of standardization in improving of state financial control in Ukraine was
highlighted, because it has a lot of positive effects on a state financial control: it helps to achieve common aims of
transparency and reporting; to plan and conduct audits, and their usage provides for the professionalism and high
quality of control results. Value/originality. Longitudinal analyze of foreign experience helped to provide directions
for improvement of state financial control in Ukraine. The main areas which should be focused on are: providing
by Accounting Chamber of Ukraine to represent the State in legal proceedings; introducing a mechanism to hold
officials’ responsible for violations of financial discipline. Besides it, standardization is the way in improving of state
financial control, because nowadays a correct interpretation of indicators such as state debt and state deficit are
important in terms of assistance from international organizations.
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1. Introduction

An important part of management system that
guarantees quality and ensure an effective implementation
of governmental activity is control. Control as a type
of relationship is the attitude of the subject to their own
activities or the activities of other subjects in terms of
compliance with certain rules. Control may be state and
public and be used in various structures, including non-
governmental ones.
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State control is one of the functions of the government
of assessing the legality of the object of control and
performed by relevant state authorities. Therefore the
most relevant definition of control is “a function of the
state and society, their institutions and structures to the
use of different evaluation and supervision mechanisms for
the activities of structures, institutions and organizations,
and compliance with laws and other rules that may be
established by the state”.
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There are different types of state control: presidential
control, parliamentary control, control of the executive
authorities, judicial control. Buta special place in the system
of the state control belongs to the state financial control.
State financial control is an instrument of implementation
of financial policies, ensures the formation and effective
use of financial resources of the state for achieving its
objectives in the field of finance. Therefore, the purpose
of financial control, followed from this definition, is to
identify deviations from the adopted laws, standards,
effectiveness, resource management.

There are 3 main forms of financial control: preventive
control, operational control, retrospective control.
Operational control is performed during the financial and
economic operations, retrospective control — respectively
after the reporting period. But the most important one
is preventive control which is performed until financial
transactions. The assessment of validity of programs and
financial forecasts, financial plans based on the analysis
of macroeconomic indicators of the state economy are
carried out. It is performed to prevent the violation of laws,
rational use of financial resources.

Unfortunately, the Accounting Chamber doesn’t
perform a preventive function of financial control that
does not contribute to the development control process in
Ukraine and increase its effectiveness.

According to the budget transparency rating, which was
conducted by worldwide network of International Budget
Partnership, Ukraine ranked 56 out of 102 countries.
Compared with previous years, Ukraine has been as high
as 46 out of 100. It determines the need for improving the
state control of budgetary funds.

Over the last 14 years the following acts have been
adopted, such as a Concept for the development of
public internal financial control until 2017, Guidelines
for the organization of internal control by managers of
government money in its institutions and in subordinate
budget institutions, Internal Audit Code of Ethics, etc
(Tkachenko, 2015).

Among recent steps of the government are the following.
First one is the positive changes made to the Law «On
public procurement» (State Financial Inspection of
Ukraine was given a transfer function of monitoring with
the ability to restrict of State Treasury Service of Ukraine’s
verification powers. In addition, the Ministry of Economic
Development and Trade of Ukraine intends by the end of
2016 to transfer all government procurement in electronic
format.

Second, EU experts in Ukraine started a monitoring
mission to combat money laundering and terrorist
financing.

Third, The Ministry of Finance of Ukraine presented the
official portal which places the information on transactions
in the Treasury Single Account in the public domain. From
01.01.2016 the transaction not only of the state treasury
will be available, but also all the data of the state budget,
including utilities and more.
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The above measures will improve the mechanism of
control for the use of public funds; create its integrity and
fairness. It will make more transparent use of public funds.
However, international experience includes the important
features of the state financial control, which could be
implemented in Ukraine.

2. Types of state financial control

Discussions on state financial control in Ukraine are
often reduced to the allocation of powers between the
different bodies: State Financial Inspection of Ukraine,
Accounting Chamber of Ukraine, State Fiscal Service,
Ministry of Finance of Ukraine, State Treasury of Ukraine,
control and revision units of ministries and departments.

Internal financial control (control of management) is
performed by a State Financial Inspection and Inspection
services of central executive bodies which are subordinated
to the government. But world practice shows, external
Sfinancial control considers bodies which are not subject to
government and accountable to Parliament and the public
(they are called Supreme bodies of state financial control)
(Figure 1).

Government financial control

External Internal
Supreme body Control services
of state of state

financial control authorities

Fig. 1. Distribution of financial control
for the Lima Declaration

Besides the allocation between internal and external
financial control, one of the major steps towards European
system of public financial control is the development and
entry into force of the new Budget Code of Ukraine and
especially the new wording of Article 26 according to it:
compulsory introduction should take place for the basic
components of the European model of PIFC - internal
control and internal audit.

The basic principle of public internal financial control is
the separation of internal control and audit.

Internal financial control is a management instrument
that enables the management of state and municipal
sectors and checks the status of the relevant tasks to
carry out a series of measures to improve the efficiency of
institution’s activity. The head of management team of state
and municipal sectors is responsible for the establishment
and functioning of internal control.

Internal audit has to define how the implemented
internal control is performed. The purpose of internal
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audit is to provide independent advice and consultation
aimed to improve the work of state and municipal sectors,
improving management processes. Internal audit can
be performed centrally — state financial inspection —
and decentralized - authorized independent units,
subordinated directly to heads of public or municipal
institutions (Dikan, Synyuhina, Deyneko, 2014).

World practice shows that the Supreme bodies of state
financial control play an important role in the control
of state financial resources contribute to the effective
management of public finances at all (Homutenko,
Homutenko, 2011). The classification of Supreme bodies
of state financial control is based on the independence of
authorities and their powers (Figure 2).

The Accounting Chamber of Ukraine is the Supreme Audit
Institution of Ukraine operatingsince 1996.Itactsaccording to
the Law “On the Accounting Chamber”, the Budgetary Code
of Ukraine and other by-laws. It acts as a constitutional body
of the Government’s external financial control mechanism,
and as independent authority acting on behalf of Parliament
of Ukraine. It executes control and supervision over revenues
and expenditures of the State Budget.

The activities of Accounting Chamber of Ukraine are
audits, provision of expert analyses, monitoring and
evaluation. The Accounting Chamber of Ukraine has been
performing financial, performance and compliance audits
of the entities, institutions, organizations and Ministries
which utilize State Budget funds.

The Accounting Chamber of Ukraine develops
cooperation with Supreme Audit Institutions and
international organizations, concludes agreements on
cooperation with them, such as Mexico Declaration on SAI
Independence (2007), the Lima Declaration of Guidelines
on Auditing (1977).

Accounting  Chamber of
Ukraine is a membership of
International Organization of
Supreme Audit Institutions
(INTOSAI) 1998,
European  Organization  of
Supreme Audit Institutions pa rliament
(EUROSATI) since 1999.

Terms of state financial 1
control are identified by the )

Lima Declaration of Guidelines Accounting Chamber
o ) of Ukraine
on Auditing (adopted in 1977 at
the Congress of the International
Organization of Supreme Audit
Institutions (INTOSAI)).
INTOSALI is one of the most
important organizations in the
world in the area of state control,

which

since

includes  supervisory
bodies of 130 countries.
Currently EUROSAI

brings together 48 of Supreme

European and European Court of Auditors). According to
Article 1 of the Charter EUROSAI, the main purpose of the
organization — to promote cooperation between the national
SAIs which are part of it as well as the exchange of information
and documentation, research on control of public finances,
the creation of university departments of public audit and
unification of terminology in the area of financial control.

The main priorities of International Cooperation are
maintaining bilateral and multilateral cooperation with
foreign Supreme Audit Institution, external auditing,
institutional capacity building, and participation in
activities of international organization.

Priorities of the Accounting Chamber’s Bilateral
Cooperation are exchange of experience and best practices
on methodologies and audit procedures, development of
cooperation under the terms of Agreements on Cooperation
and implementation of join Action Plans, development of
mutually beneficial relations with foreign SAIs, carrying out
international parallel or coordinated audits.

There are several approaches to the types of Supreme
bodies of state financial control. Anyway, these
classifications are based on the independence of such
bodies and their authority (Homutenko, Homutenko,
2011). Accounting Chamber of Ukraine is not entrusted
with judicial powers (Figure 3).

According to the new Law of Ukraine «On the
Accounting Chamber> (2015) the Accounting Chamber
of Ukraine is now free from any influence. The Chamber is
determined as organizationally, functionally and financially
independent institution. And on behalf of Parliament it
monitors not only the usage of the state budget, but also
the flow of funds.

Also, the law states that interference by public
authorities, local governments, political parties and public

TYPES OF GOVERNMENT FINANCIAL CONTROL

. .

govern ment
State Treasury State Financial
Service of Inspection of
Ukraine Ukraine
Mlnlstry of State Fiscal
Finance of . .
. Service of Ukraine
Ukraine

State Property
Fund of
Ukraine

Control and revision
units of ministers
and departments

Audit Institutions (SAIs of 47 Fig. 2. Types end elements of state financial control
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France, Italy, Spain

Court of Audit

Accounting Chamber (Russian
A collegial body which is not Federation, Ukraine)
entrusted with judgments Supreme Chamber of Control

(Poland)

Independent Accountability Office  receives  funds  from
Office, headed by Comptroller parliament (not from government)
General Auditor (Denmark, United Kingdom, Ireland)

There are two control bodies: one of

them is accountable to government,

and the second one - is to Parliament
(Finland, Sweden)

Control administration within the
structure of the government

headed by the Comptroller
General Auditor

Fig. 3. Approaches to the types of Supreme bodies
of state financial control

associations, enterprises, institutions and organizations in
the Accounting Chamber is prohibited.

The Chamber on behalf of Parliament carries out
external state financial control of the use of funds from the
state budget performance, audit, examination, analysis and
other control measures. It has to submit a quarterly report
to Parliament on the results of audits and conclusions on
the implementation of the law on the state budget and
proposals to eliminate deviations and violations.

3. Directions for improvement
of state financial control in Ukraine

The main areas which should be focused on are:
providing Accounting Chamber of Ukraine to represent
the State in legal proceedings; introducing a mechanism
to hold officials’ responsible for violations of financial
discipline.

Providing Accounting Chamber of Ukraine to represent
the State in legal proceedings. In Ukraine, Account
Chamber performs the State Financial Control function
in the part of monitoring of using of the State Budget of
Ukraine and Government financial inspection of Ukraine
within its powers defined by law.

However, the Accounting Chamber of Ukraine does
not fulfil the preventive functions, but only captures and
records violations of budget legislation and inform the
police about the committed violations.

World experience shows that if the external control body
does not perform judicial functions (USA, Italy, Czech
Republic), the effectiveness of control goes down because
of the additional links in the chain - a law enforcement
agency. In this case the compensation does not exceed
20% of the total disclosed violations. The positive effect is
empowering audit of the quasi-judicial functions (France,
Hungary).

Introducing a mechanism to hold officials’ responsible
for violations of financial discipline. The important sign
of readiness to join the EU is to establish procedures for
compensation for loss of finance. But today Ukrainian
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legislation does not provide an effective mechanism for
compensation of lost budget funds and the responsibility
of officials for violations of financial discipline.

Experience in other countries shows that to deal with
cases of abuse by tax officials of their rights there is a
widespread practice of recovery of costs and expenses from
the tax authority. Poland has a disciplinary and financial
liability of officials, and if the taxpayer in court proves that
he is right, the tax authority returns the amount which was
paid plus 13%.

4. Standardization as the way in improving
of state financial control

The underestimation of systemic approach to the
development of domestic standards of financial control
maximally takes into account the features of the domestic
system of state finances, influences its effectiveness and
results in unproductive financial and labour charges.

Standardization is important element for ensuring fiscal
transparency and finance information reliability in Ukraine.
It has a lot of positive effects on a state financial control.
Firstly it helps to achieve common aims of transparency
and reporting. Secondly it helps to plan and conduct
audits, and their usage provides for the professionalism
and high quality of control results, sequence in presenting
these results to society. Thirdly, standards not only set the
correct procedure of state financial control and audit, but
also strengthen these functions in the system of democratic
institutes of state administration (Liubenko, 2015).

The results of state financial control and audit must
be based on the application of common procedures and
methods, and also on sufficient evidences which enable
a state inspector or a public accountant to express logical
and competent opinions in the report.

In Ukraine certain steps in standardization are taken
to implement the international standards of control.
The main direction of accounting reform in the public
sector defined by the Cabinet of Ministers of Ukraine of
16 January 2007 N34 on Approval Strategy modernization
of the accounting system in the public sector in 2007-
2015, which reflects objectives, goals, main directions and
measures of reform.

On December 18, 2013 in the premises of the EU
Delegation in Ukraine the working meeting with the expert
on the Twinning Fiche Projects preparation “Improvement
of the State Internal Financial Accounting in Ukraine” and
“Transposing of the International Public Sector Accounting
Standards (IPSAS) into the System of Public Audit of
Ukraine” took place. During the event the Twinning Fiche
Projects were presented as well as the issue on cooperation
within the framework of the projects were presented,
further direction of collaboration aimed at completion of
development of the project documentation was approved.

However, a lot of questions of the state financial control
system standardization remain open. Unsystematized
standards have negatively affects on their usage, results
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in an ambiguous interpretation of separate situations
which arise during control activity. Nowadays a correct
interpretation of such indicators such as state debt and
state deficit are important in terms of assistance from
international organizations.

4. Conclusion

The analysis shows the need to improve a state financial
control. A lot of problems should be solved including
judicial issues and issues of standardization. The most
important judicial issue is to provide Accounting Chamber
of Ukraine to represent the State inlegal proceedings and to

fulfil the preventive functions. In the developed countries
financial control is a part of the state regulation in order to
detect deviations from the regulations and violations of the
principles of legality and efficiency.

The standards help to get a common language
and common approaches and avoid differences in
interpretation of financial statements. It’s important for
internal use within an institution, and also for external
users. Standards not only improve budget transparency
rating but also promote trust by international financial
organizations. It’'s especially necessary for Ukraine,
considering the need of external funding to implement
structural reforms.
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Hatanua MEABEAKOBA
HATPABJTIEHMA COBEPLWEHCTBOBAHUA TOCYOAPCTBEHHOTO ®MHAHCOBOTO KOHTPOJIA
B YKPAVHE

AHHOTauuA. Lles1bt0 JaHHON paboTbl ABNAETCA NPeASIOKEHNE HAMPABEHWI PA3BUTUA CUCTEMbI FOCYAAPCTBEHHOTO
¢duHaHcoBoro KoHTpona B YKpavHe. O6veKmoM [aHHOrO WCC/IefOoBaHMA ABAAETCA MPOLEecC OCyL|ecTBeHNA
rocyfapCcTBeHHOro GuHaHCOBOro KoHTpond. Memoodonozua. MeTopamn MCCNefoBaHUA ABMAIOTCA CUCTEMHbIN
noaxof, rpynnupoBKa, TabnnuHbIN MeTof, CTPYKTYPHO-QYHKLUMOHanbHbIN MeTod. C uenbio onpepeneHna TUMNoB
N 3neMeHTOB GMHAHCOBOrO KOHTPOJA UCMOMb30BaH CUCTEMHbBIN Noaxod. [na xapakTepuctukn pacrnpeneneHus
rocyfapCTBEHHOrO GMHAHCOBOIO KOHTPOJIA COrNacHo JIMMCKON AeKnapaLmm; BUA0B M 351IEMEHTOB roCy1apCTBEHHOMO
($UHAHCOBOIO KOHTPONA; TMMOB BbiCLLNX OpraHOB pMHAHCOBOIO KOHTPOJIS - METOZ FPYNMUPOBKM M TaBAINYHBIN MEeTOS.
[na packpbITa MexaHnU3Ma OCyLLeCTBIEHNA CUCTEMbI FOCY[apCTBEHHOIO GMHAHCOBOIO KOHTPONSA - CTPYKTYPHO-
bYHKUMOHaNbHbIN MeTOoA. Pe3ysibmamel UCCNeAOBaHUA MOKasanu, YTo B MocinefHee BpPeMs MNPaBUTENIbCTBOM
CAenaHbl Warn gna ynyyweHua MexaHn3Ma KOHTPONA 3a UCMOMb30BaHUEM rocyfapcTBeHHbIx cpeacts. C apyrom
CTOPOHBI, MEXAYHAPOLHbIV OMbIT BKOYaeT B ce6A BaXKHble acneKTbl roCyfapCTBEHHOIO GUHAHCOBOrO KOHTPOJIS,
KOTopble MOryT 6biTb peanu3oBaHbl B YKpanHe. Kpome Toro, B YKpanHe peanu3oBaHbl OnpeaesieHHble waru no
BHEPEHMIO MeXAYHapOAHbIX CTaHAAPTOB KOHTPOA: B NMePBYI0 ouepenb, yTBepxkaeHa CTpaTterua MogepHmu3aumnm
cMCTeMbl ByxranTepckoro yuyeta B rocyfapcTBeHHOM cektope B 2007-2015 rogax. Kpome Toro, B 2013 roagy B
YKpauHe coctosnach paboyasn BcTpeya ¢ akcneptoM Twinning Fiche Projects, rge 6b11m yTBep»KaeHb! fanbHenwmne
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HanpaBfeHnsa COTPYAHMYECTBA, HaNpPaBNEHHOrO Ha 3aBepLlUeHUe Pa3pabOTKM MPOEKTHON AOKYyMeHTauuu. Tem
He MeHee, MHOIO BOMPOCOB CTAHAAPTM3aUMW CUCTEMbI FOCYAAPCTBEHHOTO (GUMHAHCOBOIO KOHTPOMS OCTAlOTCS
OTKPbITbIMU. OTCYTCTBME CUCTEMATU3ALMN CTAHAAPTOB HEMAaTUBHO CKA3bIBAETCA Ha UX KCMONb30BAHUN, NPUBOAUT K
HEeOAHO3HAUYHON NHTEPNPETALNN OTAENbHbIX CUTYALNiA, KOTOPbIE BO3HMKAIOT B XO/1€ OCYLLECTBIEHWA KOHTPObHON
JeAtenbHocTU. pakmuyeckoe 3HayeHue. Bo-nepBbix, 6bin pacCMOTPEHbI BUAbI FOCYAAPCTBEHHOMO GUHAHCOBOrO
KOHTPONIA B COOTBETCTBUM C pacnpefeneHnem MOSHOMOYMI MeXAY PasfnyHbIMU opraHamu. Bo-BTopbix,
NpensioXKeHbl HanpaBlneHWsa COBEPLUEHCTBOBAHUA TOCYAAPCTBEHHOrO $MHAHCOBOrO KOHTpons B YKpawvHe. B
OOMOSIHEHNE K MNpefblaylwyM MNPaKTUUECKUM 3HadeHUsAM Oblla OTMEeYeHa BaXkHas posib CTaHZapTM3auun B
YAyULeHNn rocyfapCcTBEHHOrO GUHAHCOBOrO KOHTPONS B YKpPavHe, MOCKOSIbKY OHa OKa3biBAeT MONOXUTENbHbIE
3¢dpeKTbl Ha OCYLLECTBNIEHVE TOCYAAPCTBEHHOIO GUHAHCOBOrO KOHTPOJIA, @ MMEHHO: CMOCOOCTBYET AOCTUMKEHUIO
061X Lienei Npo3pavyHoOCTM 1 OTYETHOCTY; NO3BOJIAET MAaHMPOBaTb U NMPOBOAWTL MPOBEPKM, @ X MCMONIb30BaHKe
obecneuriBaeT NpodeccroHann3amM U BbICOKOE KaueCTBO Pe3ynbTaTOB KOHTPONA. 3HauyeHue/opueuHasibHOCMb.
MonyyeHHbI aHanu3 3apybeXHoro onbiTa MoMor pa3paboTaTb  HanpaBfieHUs  COBEPLUEHCTBOBAHUS
rocyfapCTBEHHOrO GUHAHCOBOrO KOHTPONSA B YKpanHe. OCHOBHblE HamnpaBneHUs AOMKHbI ObiTb CPOKYCUPOBaHDI
Ha npegocTaBneHmmn CHeTHOW nanate YKpanHbl NpaBa NpefaCcTaBsaTb roCyfapCcTBO B CYAONPOU3BOACTBE; BBeAeHME
MeXaHN3Ma OTBETCTBEHHOCTM [OJIKHOCTHbIX NINL 3a HapyweHua ¢GUHAHCOBOW AMCUMMIMHBL [oMKUMO 3TOro,
CTaHAapTV3auuA ABRAETCA Hanpas/ieHWEM YnyulleHWA rocyfapCTBEHHOro GUHAHCOBOIO KOHTPOJA, MOCKOMbKY
B HacTosllLee BpemMsa KOPPEKTHas MHTEpPMNpeTauus Takuix MokasaTenein Kak rocymapCTBEeHHbIN gonr u aebuumt
rocyfapCTBEHHOrO OlO[KeTa VMMEKOT BaKHOE 3HaueHMe C TOUKW 3peHust nosnydyeHus GUHAHCOBOW MOMOLWM CO
CTOPOHbI MEXYHAPOAHbIX OpraHu3auuii.
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