Meeting of the PEMPAL Treasury COP Working Group on
 Public Sector Accounting and Reporting
_____________________________________________________________
Minsk, Belarus, October 2016
[image: ][image: https://www.pempal.org/sites/pempal/files/styles/event_front_image/public/event/2016/Trezor%20Doga%C4%91aji/Oct03_Minsk%2CBjelarus/images/neatrasta-baltarusija-minsko-centrine-aikste.jpg?itok=me4a7rUD]On October 3-5, 2016, PEMPAL Treasury Community of Practice (TCOP) organized in Minsk, Belarus, a meeting of the working group on public sector accounting and reporting standards. The main objective of the meeting was to offer an opportunity for its members to deepen the understanding of the practical issues in aligning public sector accounting standards with International Public Sector Accounting Standards (IPSAS). The workshop served as a forum for the working group members to exchange news on the progress of public sector accounting and reporting reforms in their countries. The participants also provided peer advice to the hosting country, Belarus. The hosts commenced the planning process for implementation of public sector accounting reform in 2015, and were looking forward to the opportunity to discuss with colleagues the progress achieved and plans for the future. The meeting was attended by forty five specialists representing 13 PEMPAL countries (Albania, Azerbaijan, Belarus, Bosnia and Herzegovina, Croatia, Georgia, Kazakhstan, Kyrgyz Republic, Moldova, Russian Federation, Tajikistan, Turkey and Ukraine) and facilitated by the World Bank resource team working with TCOP[footnoteRef:1].  Logistical support was provided by the PEMPAL Secretariat based in the World Bank Country Office in Moscow.    [1:  Mrs. Elena Nikulina, PEMPAL Program Team Leader, Mr. Ion Chicu, TCOP Leadership Adviser, Mrs. Galina Kuznetsova,  World Bank Senior Financial Management Specialist, Mr. Mark Silins, Lead Thematic Advisor for TCOP, Mr. Ranjan Ganguli, Thematic expert on public accounting,  Mrs. Yelena Slizhevskaya, PFM Consultant.] 

Mr. Yury Seliverstov, Deputy Minister of Finance of the Republic of Belarus, formally opened the workshop and briefed the participants about the commencement of the public sector accounting reform and his looking forward to the opportunity to discuss and receive feedback from colleagues regarding the progress achieved and plans for the future. In welcoming participants of the workshop, Mr. Vugar Abdullayev, PEMPAL TCOP Chair and Deputy Head of the State Treasury Agency of the Republic of Azerbaijan, noted that Belarussians are known for their comprehensive and informed approaches to any reforms – changes are implemented only when they are really needed, which usually serves as a significant success factor for any reform.  In her opening remarks, Mrs. Elena Nikulina, PEMPAL Program Team Leader, reminded the participants that public sector accounting and reporting was a focus of interest for PEMPAL at a number of earlier events, with several working groups established at a PEMPAL meeting in Skopje, Macedonia in 2013. The Working Group on Accounting Standards was one of three groups formed at that event, consolidation and assets management being the other two. The group has met on several further occasions including events in Montenegro in 2014 and Georgia in 2015. Several video conferences on the topic have also been convened since the working group’s inception in 2013. Of the three working groups formed in Skopje, this is the only group which continues to meet, given its continued significance for a number of countries, and the lengthy periods which countries take to implement the full set of standards. Mrs. Nikulina noted that Minsk meeting provides a very good platform for discussion of the progress of public accounting and reporting reform in PEMPAL countries taking into account recent reform initiatives in this area in Belarus. 

The thematic program started with presentations by the host country. Mrs. Lyudmila Guryanova, Deputy Head of the State Treasury of Belarus Ministry of Finance, delivered an introductory presentation with an overview of the PFM system of Belarus, focusing on the organization of budget execution and reporting performed by the Treasury. Mrs. Guryanova explained that the objective of Belarus public accounting reform is to promptly generate high quality information to facilitate decision-making process and to facilitate the best use of this data. This is currently a challenge in Belarus due to the existence of different methodological guidelines and charts of accounts (CoA) which do adversely impact integration across the PFM system (See slide below),  
[image: ]

Mrs. Lyudmila Bobrovskaya, Consultant of the Public Sector Accounting and Reporting Unit of the State Treasury, delivered a presentation on Belarus’s first steps with public sector accounting reforms.  Mrs. Bobrovskaya highlighted the main problems of the current national accounting and reporting system,: (i) existence of multiple CoAs and different accounting and reporting arrangements for various entities of the general government sector (GGS), (ii) incomplete registration of cash flows, public assets and liabilities in the Government accounts; (iii) and inconsistency of the majority of national accounting and reporting standards for the GGS with international principles and standards. Mrs. Bobrovskaya indicated that in order to improve the system of public accounting a dedicated unit was set up in the State Treasury of the Ministry of Finance to lead public accounting reform. With the help of external consultants the unit conducted a gap analysis and developed a draft concept note on the national accounting and reporting system and transition towards IPSAS[footnoteRef:2]. Mrs. Bobrovskaya indicated that the Ministry of Finance needs to make major decisions on the design of the ongoing reform program including: [2:  National accounting and reporting system was found fully compliant to one IPSAS, partially compliant – to 4 IPSAS, and non-compliant with 26 IPSAS] 

(i) unification of accounting methods used by financial bodies, Treasury, budget entities, government bodies and introduction of the Unified CoA (UCoA);
(ii) improvements to the quality of public property management;
(iii) centralization of all types of accounting operations on all budget levels; optimization of accounting costs by providing budget entities with access to centralized accounting system; and
(iv) improving transparency of information on performance of GGS entities, usability of financial reports, and making public finance information accessible to the general public.
During the question and answer session that followed the participants of the workshop clarified further details of current Belarus public accounting and reporting arrangements and provided Belarus counterparts with practical advice on further simplification of the UCoA design. 

In the afternoon Mrs. Natalia Rusakevich, Head of the Public Sector Accounting and Reporting Unit of the State Treasury, presented further information regarding the challenges with public sector accounting reform in Belarus. Mrs. Rusakevich highlighted a number of critical decisions to be made in order to progress the reform beyond the early concept stage. Mrs. Rusakevich explained that the State Treasury is considering preparation of national IPSAS-based standards on a modified accrual basis. However, the following issues need to be clarified before the reform can be progressed:
· coverage of institutional units - currently there are serious deviations between the definitions of public sector units used for statistical reporting and fiscal reporting; these deviations are even bigger for those budget entities that have a significant share of extra-budgetary operations (which are taking place outside of the treasury system and reported within a separate set of reports);
· the level of standards application – whether new standards will be applied for preparing consolidated reports only, or will equally apply to all entities throughout the budget system (it was noted by the hosts that in their view, the first option will not serve the purpose if the objective of the reform is to improve the quality of financial information);
· there could be different consolidation options, given the standards apply to all general government sector entities;
· composition and structure of reports for different types of public entities; and
· sequencing of standards implementation – current thinking is to focus on a ten year horizon but sequencing of standards implementation remains an open issue. 
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During the final session of the day, participants convened round table discussions on the host country’s presentations, and provided peer advice on how to progress the reform. A summary of major comments from the participants follows below:
· The participants agreed that the State Treasury of the Ministry of Finance of Belarus had done a thorough job in identifiing the challenges of the prospective public accounting reform which is likely to result in more informed decision making on the future reform road map;
· The Majority of participants agreed that the proposed reform timeline (10 years) is about right giving the scale of reform proposed.  A few participants saw this as a risk – the long timeframe may see a loss in the momentum for reform and of qualified staff over time;
· The participants agreed that consolidation of financial reporting data should ideally be done based on a bottom-up approach following the existing budget system structure. This will allow easier identification and elimination of inter-entity transactions;
· The participants did not agree to a single position on whether reform should aim for modified or full accrual accounting – the opinions and arguments differed. Representatives from Kazakhstan highlighted the importance of improved cash accounting as a first step (this was particularly important given the significant amount of extra-budgetary funds and resources of the budget entities that do not pass through the treasury system in Belarus); 
· The participants agreed that national standards should apply to every budget entity increasing the reliability of consolidated financial reports;
· Most of the participants agreed that implementation of the national IPSAS-based standards  would be a better option compared to adoption of full IPSAS for many reasons, one of which is the opportunity to reflect country specific issues in the national standards. 
· [image: ]It was noted that public accounting reform can not be a stand alone exercise. There are many other initiatives that are usually taking place in parallel to the reform, contributing to its progress and success. Among these are development of internal control and audit functions, and design and implementation of Finacial Management Information Systems (FMIS) in the country. 
Summarizing the discussions of the first day, Mr. Mark Silins, Lead Thematic Adviser for TCOP, noted that the meeting shows that the staff of the State Treasury of the Ministry of Finance of the Republic of Belarus has gone a long way in developing their capacity for the reform during only few years. He highlighted the following key points:
· Uniform CoA is a critical element – this does not mean everything has to be the same, but the principles and concepts must be consistent - you do need to ensure that you comprehensively define what is required in the CoA - this must be done early in the process.  Some countries in the group (e.g., Moldova and Kyrgyz Republic, have taken many years to implement a unified BC/CoA. Belarus can learn from this and probably do it more quickly. A major reason for the lengthy time is that it is more than mapping accounts, it is also getting stakeholders to understand the conceptual changes this involves. A conceptual framework agreed across stakeholders is therefore important. The paper the TCOP produced on this issue is also worth mentioning again here as it uses country examples to focus on how to integrate these structures (https://www.pempal.org/sites/pempal/files/good_practice_design_of_coa_in_tcop_member-countries_eng.pdf) 
· Not every entity, particularly at lower levels, need to understand and report every element of the accounting framework – most small entities will not have financial assets and liabilities beyond accounts payable and receivable;
· Consolidation in Belarus is different to many other countries - public ownership is very high - thus the type of reports obtained from statistical reports on the economy would not necessarily be very different from that obtained from consolidated financial statements for the public sector. Thus the needs regarding consolidation may be different here, given the significant role of  government in Belarus; and
· Bad implementation of accrual can undermine fiscal integrity – one extreme example outside of the group saw a small island economy unable to produce financial statements for five years. Gradual implementation is the sensible way forward for most countries, including Belarus - ten- year minimum timeframe is sensible.
Mr. Ranjan Ganguli, an invited expert on public sector accounting, additionally emphasized the need to define and agree a clear rationale and purpose of the reform to create a common understanding and gain stakeholder support for the changes. Mr. Ganguli suggested accounting reform should also be coordinated with the sequencing of PFM and other policy priorities, thus taking into account demand for improved or additional public information.  
Day two of the workshop was devoted to discussions on the progress with public accounting reforms in working group member countries, along with insights into broader international experience. 

The day commenced with Mr. Ranjan Ganguli’s presentation on the reform of public sector accounting in Poland[footnoteRef:3]. It was noted that the driver for initiation of the reform in Poland was the prospect of European Union (EU) imposing European Public Sector Accounting Standards (EPSAS). The Ministry of Finance of Poland decided to investigate what the imposition of EPSAS would mean for the country in terms of costs of the reform, existing capacity constraints and the timescale to comply with new requirements (see Box 1 below for the details).  [3:  Mr Ganguli delivered this presentation on behalf of the Polish authorities due to the late withdraw of their presenter] 

Box 1.  Overall Approach to Reform of the Public Sector Accounting in Poland
	Research Areas

· Compare Polish  generally accepted accounting principles with IPSAS  - completed in mid-2015
· Develop and deliver training on IPSAS to key government officials – completed in end-2015
· Study tours to EU countries  that apply IPSAS or similar standards to understand costs, benefits and approach to reform – completed in mid-2016 (France, Austria, Portugal, Switzerland visited)
· Understanding of the needs of Polish users – to be done
· Inventory of human capacity and IT systems – to be done
· Summarize results of about – drafting started
Preparing Reform Action Plan
· Workshop to share results and start development of reform action plan – planned for November, 2016




Polish authorities identified a number of lessons learned following their exchange with the European peers, including that:
· public accounting reform is likely to have little traction and impact in the absence of a clear rationale and high-level support;
· accounting reform is a long-term and costly undertaking;
· they would prefer to adopt IPSAS directly - even if in a phased manner - rather than trying to maintain IPSAS-based standards;
· accounting standards should be harmonized across all levels of the general government sector though simplified standards may be appropriate for entities below specific materiality levels;
· revised financial reporting standards will require changes to financial reporting IT systems and as such the functionality of currently used systems should be carefully considered;
· consolidation is an onerous exercise and careful consideration is required of which entities should be consolidated for which purposes -  budget reporting purposes, statistical reporting or general purpose public sector financial reporting purposes;
· work required to produce the opening balance sheet of an entity in accordance with new accounting standards should not be underestimated;
· professional capacity and training of accountants are critically important for the success of the reform, however it is not necessary to have a large cadre of public sector accountants with specialist knowledge of IPSASs as the finer points of IPSASs are rarely needed
· apart from training of staff and government officials there is a need for education and support to politicians and parliamentarians to help them understand and be able to use accrual-based financial statements.
[bookmark: _GoBack]During his presentation Mr. Ganguli mentioned that in mid-2016 the Ministry of Finance of Poland had drawn attention to the fact that there have been numerous, fragmented and incoherent reform efforts across many PFM areas in recent years, and these needed to be streamlined and better integrated, including with public accounting reform. This issue regarding the appropriate place for public accounting reform within the overall country reform agenda raised a lot of debate among the workshop participants. It was agreed that accounting reform should not be viewed as a standalone effort, but rather a tool for other system improvements, e.g. if there is demand for better fiscal information -  improvements to public accounting will contribute to improvements to fiscal reporting.

Mrs. Svetlana Sivets, Deputy Director of the Department for Budget Methodology and Financial Reporting in the Public Sector, Ministry of Finance of the Russian Federation, provided an overview of the public accounting reform in the Russian Federation (initiated in 2012). In 2015 Russia started preparation of national IPSAS-based standards which are expected to be completed in 2020. Mrs. Sivets indicated that sequencing of national standards development should be driven by the priorities defined by the Government (e.g. seeking improved information to address high public property maintenance costs) along with those areas which are already closely aligned with international practices and therefore relatively easy to implement.  An interesting element of Russia’s approach to standards implementation was the decision of the Ministry of Finance to simultaneously hire two consulting companies to facilitate this work due to a very limited timeline for the task – one company was to work on accounting, the other on reporting. Mrs. Sivets admitted that the decision did bring additional coordination challenges to the process, but it also helped the ministry to find better solutions as well.

Ms. Zaifun Yernazarova, Director of the Department of Budget Legislation of the Ministry of Finance of Republic of Kazakhstan, updated the participants on the progress with introduction of accrual accounting in the Republic of Kazakhstan. Republic of Kazakhstan had extensive prior experience with implementation of International Financial Reporting Standards (IFRS) which served as a good starting point for the public sector accounting reform.  Transition to accrual accounting was declared in 2007 as one of the objectives for the public sector in the Republic of Kazakhstan. The reform itself was implemented during 2009-2012, a number of factors and decisions facilitated the transition within such a short timeframe:
· [image: C:\Users\wb364884\AppData\Local\Microsoft\Windows\Temporary Internet Files\Content.Word\20161004_113420.jpg]The  translation of IPSAS into Kazakh and Russian languages was arranged in 2011 and is being updated annually since that time;
· At the same time national regulations and instructions (national standards) were developed to guide implementation of the standards in the general government sector;
· Templates of all reports, prepared by the GGS  entities, were reviewed and revised (362 templates in total);
· Separate software packages were developed to consolidate the data in the Treasury (one for central government, another – for subnational governments).  
· Two years prior to standards implementation the Ministry conducted a series of workshops and training courses, which also provided important feedback and practical advice from the GGS accounting community;
· Existing accounting software solutions were upgraded in line with the new CoA and new consolidation rules, so the staff of accounting units had no problems with transition to the new system; and
· To MoF also convened a number of courses aimed at educating senior management on how to use and understand accrual information and what additional value this information may have for decision-making.
The entire afternoon of the second day of the workshop was devoted to group discussions during which representatives from each country made a short presentation about the background and recent status of public sector accounting reform in their country. Reports from the group discussions were presented at the beginning of the day three by Mrs. Aurela Velo (Albania) and Mrs. Cholpon Saparbaeva (Kyrgyz Republic).  A short summary on selected aspects of these discussions is presented in Box 2 below.
Box 2. Snapshot of Selected Countries’ Public Accounting Reform Status 
	Questions
	Summary of Responses

	Stage of public sector accounting and reporting reform (planned, under  implementation, or completed) 
	9 out of 13 countries are implementing the reform; 3 countries (Albania, Belarus, and Bosnia and Herzegovina) are in the planning phase and one country (Croatia) is considering the issue

	Is public accounting reform formally part of a broader PFM reform agenda? 
	Yes, for all countries planning or implementing reform


	Is there an official strategic document guiding public accounting reform?
	9 out of 13 countries have a separate document guiding the reform 

	Public accounting reform timeline 

	Average reform timeline (estimated by the national governments) under this group of countries is 11 years 

	Approach to reform: IPSAS, National Standards,  or National Standards largely based on IPSAS  
	9 out of 13 counties went for development of National Standards largely based on IPSAS; Albania and Georgia decided to implement IPSAS; Belarus and Croatia are still developing their position

	Who is leading the reform efforts and is any formal steering committee established? 
	Reform efforts are led by the Ministry of Finance or Treasury (depending on the institutional setup, Bosnia and Herzegovina is being an exception – with Council of Ministers taking the lead). 7 out of 13 countries established a dedicated Council to steer the reform, while 6 counties do not have such a structure in place.

	Is there any external support for the reform? What type of support and from whom?
	Ukraine was the only country that currently has no external support for the reform. All the other countries benefitted from the WB, IMF, SECO, EU and other donors support

	How is training and certification of accountants organized?
	Certification of public accountants is organized in Kazakhstan. Only 3 countries (Azerbaijan, Kazakhstan, and Georgia) have in operation dedicated training centers; Albania is considering establishing the training center; some countries (Turkey, Kyrgyz Republic, Moldova, and Tajikistan) rely on MoF staff to organize the training.


Groups were also requested to consider and discuss two further aspects of design and implementation of public sector accounting reform: firstly, which key stakeholders should be involved, their roles and how to mobilize them, and secondly, how to make best use of external resources in the process of reform. Summary of the discussions is reflected in Box 3 below.
Box 3.  Summary of Discussions on Design and Implementation of Public Sector Accounting Reform
	Key stakeholders to be involved

· Government and all financial decision makers
· Parliament
· GGS entities
· State owned enterprises 
· Internal and External Audit Bodies
· Training institutions and professional accounting community (associations, universities, etc)
· IT companies
· Central Bank
· Donors and investors
· Citizens
	How to make best use of external resources?
· Attract consultants
· Learn from lessons gained in the course of FMIS implementation
· Exposure to international experience, including via PEMPAL-like platforms
· International (bilateral) cooperation
· Private sector expertise
· Software, training
· Due diligence 
· 




The morning session of the day three continued with a presentation on developments in EU public sector accounting by Mr. Ranjan Ganguli. Mr. Ganguli reminded the audience that the sovereign debt crises underlined the need for more rigorous, transparent and comparable reporting of fiscal data. EU public sector accounting reform was initiated to increase fiscal transparency, achieve comparability within and across EU Member States, and minimize incoherence between accounting and fiscal reporting frameworks. An EU report concluded, that IPSAS cannot be implemented as they currently stand as some of the standards need reconsideration or selective adaptation. However, IPSAS were found to be a suitable reference framework for the development of European Public Sector Accounting Standards (EPSAS) for which the EU has created a working group - see http://ec.europa.eu/eurostat/web/government-finance-statistics/government-accounting. 
This news stirred a lot of interest with participants and brought the audience back to the question of whether there is a need for separate national standards. Mr. Silins noted that the idea of EPSAS is similar to those in favor of national standards – because the focus is on the differences, but not on similarities. An alternative option would be to focus efforts on providing accountants with interpreted and adapted guidelines which highlighted those differences, and how they should be addressed. 
The next session of the workshop was organized in the form of a panel discussion, when the experts addressed some residual issues and summarized their impressions of this three-day workshop: Issues discussed further included:
· Adopting or adapting IPSAS – The panel indicated that few if any country has in reality, fully adopted IPSAS. Most countries, require some departure from the standards, although in general these departures need not and should not be significant. Significant departures must bring in to question the overall level of comparability with IPSAS. In many cases, countries that have created national standards have actually implemented subsidiary accounting policies and guidelines. IPSAS are developed at a high level, and thus every country, even those that adopt IPSAS, must also develop more detailed accounting policies and guidelines which are more practical and useful for implementation;
· Cash basis IPSAS – There is a common misconception that cash IPSAS and accrual represent two options at different ends of a continuum. The cash basis IPSAS allows transition towards full accrual as it encourages voluntary disclosures in the notes beyond cash basis reporting. Countries, therefore need not step backwards from any current additional disclosures if the first stage is to adopt the cash basis IPSAS. A benefit of the cash basis IPSAS is that it allows a country to move towards full accrual without imposing a timeframe within which full compliance must be achieved (accrual IPSAS allows a transition period only);
· Coverage of IPSAS – in general, countries need to focus on a gradual expansion of coverage for reporting, and eventually consolidation. Each country must determine how it sequences this process. As a general rule this should target full coverage of the General Government Sector including statutory bodies and extra budgetary funds. Inclusion of subnational governments will be determined by whether they are controlled entities, or completely autonomous. 
· In the future, state enterprises could be integrated for a view of the public sector, but this has challenges not least of which that these entities already report separately, probably under either IFRS or similar national based private sector reporting requirements. While there will be convergence of the reporting requirements, there will also be differences which must be addressed;       
· Consolidated reporting – this lends itself to integration and automation. Consolidation manually has significant workload implications, along with the risk of material mis-statement. Many countries have been seeking to address this issue using software. This also requires a unified CoA. Ensuring that transactions between reporting entities can be separately identified from external transactions, facilitates automation or reduces the workload required for manual eliminations; 
· Why reform? – Accounting reform for its own sake is unlikely to realise real benefits to a country. The reform process involves significant costs. It is important that each country has a clear vision for how each stage in accounting reform will be used and how it fits into the broader PFM reform agenda. Ideally, accounting reform objectives are defined upfront, and the relative success in achieving the objectives can be assessed through evaluation.       
· Accrual budgeting – this is the most complex implementation of accrual in government. Most countries have chosen to retain cash based appropriations when implementing accrual accounting. This ensures the ultimate annual authority of the Parliament remains a core focus. There should be no compatibility issue between cash based budget releases and accrual accounting. Indeed, cash controls and management is a core element of any accrual environment, public or commercial. Currently the term accrual budgeting can mean many things. In some countries it simply refers to additional disclosures in the budget of specific balance sheet items. In other countries it relates to the appropriations themselves and the calculation of the price of government outputs to determine budget allocations. In general, accrual budgeting should only be considered after accrual accounting is fully implemented and stable. It should therefore, be a long term objective.  

During the next session of the PEMPAL TCOP working group meeting Mr. Arman Vatyan, World Bank, briefed the participants of the start of the new World Bank  PARIS initiative (Public Sector Accounting Reform and Institutional Strengthening), This is expected to become on instrument for technical support to the countries designing and implementing public sector accounting reforms.     
The final session of the event was devoted to discussions on the future working plans of the TCOP thematic group on Public Sector Accounting and Reporting. The group members expressed their interest for further detailed discussions on specific IPSAS standards, including “Segment Reporting” and “Inventories”, as well as on country-level practical implementation experiences. The experience of Russian Federation in developing methodological instructions for the public sector accounting standards implementation was particularly mentioned in this context. The TCOP resource team will consider organizing several thematic videoconferences in 2017 to respond to these requests. Mr. Ranjan Ganguli has advised the group members to consult the recently issued “Accrual practices and reform experiences in OECD countries - Results of the 2016 OECD Accruals Survey”, as well as the IMF manual  “Implementing Accrual Accounting in the Public Sector”
Representatives of Tajikistan have expressed their availability to host a face-to-face meeting of the group in September-October 2017, specific topic to be confirmed by May 2017.  Another topic of priority interest for the group members is Automation of Accounting Processes, participants suggesting to organize a joint meeting of two TCOP working groups (on Public Sector Accounting and on use of IT in treasury operations).   
All meeting materials are available at the PEMPAL web-site:  https://www.pempal.org/events/pempal-tcop-thematic-group-meeting 
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Current status of the public finance management system in the Republic of Belarus
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Minsk



Population: 9.5 mln (global rank: 93)



men – 46.5%



women – 53.5%



urban population – 77.3%



rural – 22.7%









207,000 square km

(global rank: 84) 



6 oblasts +

the city of Minsk 

118 regions



Official languages

Belarusian

Russian

2











































































































































GDP

HDI



















Minsk

3







Production of  off-highway dump trucks: global rank 3





Potash production: global rank 3





Dairy product export: global rank 4





10% of the global tractor manufacturing market





US Dollars 54.4 bln





Human development index rank: 50



















































































































































BUDGET SYSTEM STRUCTURE
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Consolidated budget





Primary level budgets





Local budgets

(total:1,327 budgets)





Oblast level budgets





Village

(1,162)





Settlements

(16)





Rayon
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Base level budgets





Rayon subordinated towns

(14)





City

(oblast-subordinated cities)

(10)





Oblast budgets (6)





Minsk city budget





Republican budget





Consolidated budget of the general government sector





Public off-budget funds





Social Security Fund





National Off-Budget Fund of the  Department of Corrections





National Off-Budget Fund of Universal Services of the Ministry of Communications





National Off-Budget Fund of Civil Aviation















































































































































































































































































































































































































Adoption of the republican budget law 

Republican budget

BUDGETING PROCESS





Budget fund administrators, oblast-level executive and administrative bodies



Proposals according to instructions of the Ministry of Finance
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Ministry of Economy

Forecast of key economic development parameters



National Bank

Forecast of key monetary performance parameters





Government

Review of a draft republican budget





Submission to the President for review





Submission to the House of Representatives for review and approval

















Ministry of Financing

Republican budget drafting

Draft of the main directions of the fiscal policy



































































































































































Adoption of the republican budget law



Approval by local Councils of Deputies

Local budgets

Local budgets are drafted on the basis of:



parameters, forecast of economic development, budget provision standards, plans of social and economic development of the administrative unit, own revenues taking into account of deductions from central and local taxes.
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Submission to relevant local Councils of Deputies for approval











Final compilation of drafts of regional budgets, oblast-level budgets and estimated indicators of budgets of rural councils, townships, regional-level cities





Final compilation of drafts of oblast budgets, the Minsk city budget and estimated indicators of consolidated regional budgets, budgets of oblast-level cities





Review of draft local budgets by relevant local executive and administrative bodies









































































































































































Treasury Single Account

Payers





Territorial Units of the Treasury (transit accounts)









Ministry of Finance

(republican budget sub-account)
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Payments, other than customs













BUDGET REVENUE EXECUTION

Social Security Fund







Ministry of 

Taxes and Duties

BELARUSBANK

BELARUSBANK
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Main State Treasury

Suppliers

Budget fund recipients

Territorial Units of the Treasury







Application for financing

Application for financing

Payment instruction

Payment instruction
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BUDGET EXPENDITURE EXECUTION THROUGH THE TREASURY SYSTEM

(Accounts of the Treasury local agencies)

National Bank

BELARUSBANK
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DEVELOPMENT OF THE TREASURY SYSTEM OF THE REPUBLIC OF BELARUS
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1998-1999





Establishment of the second tier of the treasury system – territorial units of the State Treasury





1993





Establishment of the state treasury system







2000-2006





Further expansion of coverage of financial resources (the Union State budgets, Social Security Fund, innovation funds and local budgets) by treasury technologies











2011





Electronic document introduction







Present











Development of  the automated system of state treasury





Expansion of the TSA coverage





2015-2016





Transition to treasury-based execution of public off-budget funds, revenue and expenditures of off-budget funds of individual public bodies





Introduction of the centralized automated system of collection and consolidation of budget execution reports





Treasury-based execution of the republican budget, state earmarked budget funds through the TSA





TSA introduction















































































































































































STRUCTURE OF PUBLIC FINANCIAL RESOURCES ACCUMULATED IN THE TSA
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Sales	











Off-budget means of individual public agencies
0,2%



Local budgets	National budgets	Off-budget funds	Social security fund	Innovative funds	Earmarked budget funds	Off-budget means	18.004539999999995	51.731940000000002	0.39017900000000005	7.516826	0.41434700000000002	21.710719999999991	0.23144500000000004	































































































































Total number of treasury staff: 530
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TREASURY SYSTEM STRUCTURE
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Budget execution management





Cash revenue and budget commitments management





Budget accounting and reporting management





Unit for Enhancement of Public Sector Accounting and Reporting









































Main State Treasury





 Territorial Units of the Treasury in oblasts and in the city of Minsk





 Departments of the Treasury Territorial Units
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Key regulation: Law on Accounting and Reporting, No. 57-Z of 12.07.2013





Accounting and reporting principles





Legislation and instructions on accounting and reporting





Supervision of  accounting 





Accounting policy





Requirements to primary documents and accounting registers





General requirements to and contents of reporting





Accounting requirements for assessment of assets, liabilities, equity capital, income and losses
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Law on Accounting and Reporting No. 57-Z of 12.07.2013





Budget entities





Treasury





Commercial organizations





Financial departments





Regulations on accounting in budget sector





Chart of accounts of budget entities (Ministry of Finance Resolution No. 50 of 22.04.2010)





Guidelines on accounting for local budget execution by financial departments





Oblast- and base-level budgets





Primary level budgets






Chart of accounts of rural councils (USSR Ministry of Finance order No. 95 of 03.04.1987)





Chart of accounts of local budget execution (Ministry of Finance Order No. 299 of 14.12.1998)





Internal regulations of the Ministry of Finance





Treasury chart of accounts for budget execution (Ministry of Finance order No. 521 of 31.12.2014)





Regulations on accounting in the commercial sector





Non-financial institutions





Financial institutions





Standard chart of accounts (Ministry of Finance Resolution No. 50 of 29.06.2011)





Chart of accounts of banks and non-bank  finance institutions (National Bank Resolution No. 506 of 29.08.2013)















































































































































































































Pursuant to the Law on Accounting and Reporting No. 57-Z of 12.07.2013, IFRS-compliant reporting shall be compiled by organizations of public interest:

IFRS IN THE REPUBLIC OF BELARUS

On January 1, 2017, the Republic of Belarus introduces IFRS and explanations to them, as developed by the IFRS Foundation, as a national technical regulation.
(Resolution of the Council of Ministers of the Republic of Belarus and National Bank of the Republic of Belarus No. 657/20 of 19.08.2016)
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open joint-stock companies





banks





non-banking credit and financial institutions





insurance organizations









































Commercial organizations apply the National Accounting and Reporting Standards:





Consolidated Reporting





Organization Accounting Policy, Changes in Estimate Assessments, Errors»





Banks and non-banking credit and financial institutions apply:





IFRS-Based National Financial Reporting Standards ( 24 standards)





Effect of Foreign Exchange Fluctuations























































































































































REPORTING FORMS FOR BUDGET ENTITIES
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Balance sheet





Budget estimate execution report





Report on execution of estimated capital construction budget (with Annex)





Report on execution of estimated revenues and expenditures from income-generating activities of budget entities





Report on changes in fixed assets, selected current assets





Report on movement of tangibles





Report on receipt and use of earmarked state budget funds





Report on receipt and use of state off-budget funds





Report on use of earmarked and other funds





Report on execution of estimated revenues and expenditures of the Fund for a free economic zone development





Property shortage and theft report





Monthly report on use of funds allocated from the budget





Monthly report on use of funds by diplomatic and consular missions of the Republic of Belarus abroad





Explanatory note (including information about accounts receivable and payable)



































































































































































Local budget execution reports

BUDGET EXECUTION REPORTING FORMS
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Budget execution report (monthly, quarterly, annual)





Budget execution balance





Consolidated report on execution of estimated revenues and expenditures from income-generating activities of budget entities





Consolidated report on changes in fixed assets, selected current assets





Consolidated report on movement of tangibles





Consolidated report on receipt and use of earmarked state budget funds





Consolidated report on use of earmarked and other funds





Consolidated report on property shortage and theft in budget entities





Information about arrears as of end of reporting period





Explanatory note

























































































































































Main State Treasury Reports
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Republican budget execution balance





Republican budget execution report (revenues, expenses, sources of financing)





Information on liabilities of republican and local budgets (accounts receivable, accounts payable, overdue accounts payable)





Summary of individual forms submitted by administrators of republican budget funds





Aggregate local budget execution balances





Local budget execution report (revenues, expenses, sources of financing)





Consolidated budget execution report



















































































































































Main State Treasury



Oblast Financial Department

Regional Financial Department



Regional Department of Education, Sports and Tourism

Schools



Athletic and rehabilitation centers

Oblast Public Health Department

Oblast Hospital





Rural councils



Kindergartens







ORDER OF PROCESSING LOCAL BUDGET EXECUTION REPORTS
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Consolidated budget execution report

Consolidated local budget execution report

Republican budget execution report







Brest Oblast budget execution report

Vitebsk Oblast budget execution report



Gomel Oblast budget execution report



Grodno Oblast budget execution report



Minsk city budget execution report

Minsk Oblast budget execution report



Mogilev Oblast budget execution report





ORDER OF PROCESSING THE CONSOLIDATED BUDGET EXECUTION REPORT
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Thank you!
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			 			Sales


			Local budgets			18.0


			National budgets			51.7


			Off-budget funds			0.4


			Social security fund			7.5


			Innovative funds			0.4


			Earmarked budget funds			21.7


			Off-budget means			0.2


						99.999997


						Для изменения диапазона данных диаграммы перетащите правый нижний угол диапазона.
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The First Steps to Accounting and Reporting Reform





















Minsk, October 2016



























































Strategy of the Belarus public finance management reform 
(as defined by Resolution of the Council of Ministers of the Republic of Belarus No. 1080 of 23.12.2015)







Main goal





provide for long-term balance and sustainability of the budget system, raise the public finance management quality

































































Key areas of the public finance management reform:







1.  Improve the budget feasibility and development in conformity with the policy goals





2. Achieve budget completeness and transparency





3. Predictability and control in the budget execution process





4. Improve the accounting and reporting system in the general government sector





5. Apply a breakthrough approach to the internal financial control organization





6. Develop a new integrated information system of public finance management





















































































Key tasks of the Automated System for Financial Settlements (ASFS)

*A standalone software product developed by the Ministry of Finance for accounting and report generation purposes; it used by part of budget entities







Budget development





Budget drafting

Quarterly budget allocations

Budget adjustments

Forecasting, planing and balancing budget revenue and expenditure





Budget execution





Expenditure budget execution

Revenue budget execution

Public finance accounting

Report generation





Public debt accounting





Public debt data collection and recording

Planning and forecasting public debt as well as PD servicing and repayment 

Estimation of debt sustainability indicators





Accounting in budget entities*





Accounting maintenance

Report generation













































































Drawbacks of the current AFS



















decentralized (by budget types), multi-level structure of the system





geographical distribution of the data bases





a large number of software products based on different approaches to their development





a variety of data base management systems  and programming languages





use of obsolete technologies





lack of required online information about budget execution.









































































Problem issues with the current national accounting and reporting system:

















multiple charts of accounts for various entities of the general government sector, as well as a separate budget classification





accounting and reporting arrangements of various entities of the general government sector is governed by various regulations





incomplete registration of cash flows, public assets and liabilities in the Government accounts





book value of the assets does not necessarily reflect the fair market value





inconsistency of the majority of accounting and reporting standards and rules in the general government sector with the international principles and standards; impossibility of comparing financial reporting indicators with the indicators of other countries







































































Key objectives of the Belarus general government accounting and reporting system improvements:







1. Unify the accounting methods used by Financial bodies, Treasury, budget entities, government bodies; provide for application of a unified chart of accounts





2. Improve the quality of public property management





3. A centralized approach to automating all types of accounting operations, and on all budget level; optimize accounting costs by providing access to the centralized accounting system for budget entities





4. Improve transparency of information about the performance of general government sector entities;  usability financial reports; and make public finance information accessible for general public













































































Accounting reform implementation plan







GROUNDWORK:





 





INSTITUTIONAL DEVELOPMENT:





 





CHANGES IN METHODOLOGICAL APPROACHES





Run a survey of the current the national GG accounting and reporting system and benchmark it with IPSAS





Develop a concept of approximation of the national GG accounting and reporting system with IPSAS, and its detailed implementation plan





Develop a conceptual design of a single GG chart of accounts integrated with the budget classification





Identify the reform risks and a risk mitigation and management plan





Establish a Coordinating Board for  development of a unified chart of accounts and GG national accounting and reporting standards in conformity with IPSAS





Establish an internal audit institution





Determine the quantity, structure and contents of the national GG accounting and reporting standards;





Develop financial reporting templates based on future information requirements;





Draft a regulation determining the procedures of development, approval and introduction of the national GG accounting and reporting standards, as well as guidelines for their application

















DEVELOP AN ‘ACCOUNTING AND REPORTING’ FUNCTIONAL COMPONENT IN THE IFMIS





TRAINING PROGRAM





Develop an IPSAS training plan





Train personnel to perform the key functions of accounting, internal audit and financial control





Identify key requirement to staff in terms of education, training and retraining





 

















































































Key indicators of the reform progress



















2017





Development of the Concept of Reforming the National Public Accounting and Reporting System and its implementation plan





2018





Approval of the Unified Chart of Accounts integrated with the budget classification. Development of transition matrices





2019





Development of the first 3-4 IPSAS-compliant accounting standards









































































The Treasury established the Unit for Enhancement of Public Sector Accounting and Reporting











Key functions:







analyses of the lessons learned during implementation of accounting and reporting regulations developed in the process of the reform in the Republic of Belarus





development of proposals on enhancement of the legislation of the Republic of Belarus in the context of approximation of the national public accounting and reporting system with IPSAS





drafting of regulations on accounting and reporting for execution of the budget and public off-budget funds by budget entities and government bodies, in compliance with IPSAS





coordination of efforts on implementation of activities aimed at approximation of the national public accounting and reporting system with IPSAS





training of public employees in accounting and reporting issues concerning the reform-related innovations







































































Institutional reform support:

1. The Coordinating Board for Approximation of the Legislation of the Republic of Belarus with International Financial Reporting Standards is in operation (established on July 8, 2010) -  an agency providing coordination and consultations on methodological, technical and organizational issues of approximation with IFRS.
2. An order on establishment of an inter-agency task team for improving the public accounting and reporting was drafted.








Members:





representatives of the academic community





accounting office managers and staff of public administration bodies, other public establishments and financial agencies





Functions:





generalization of the outcomes of application of the national standards in the Republic of Belarus and development of relevant proposals and recommendations on their basis





identification of problem issues arising in the course of approximation with IPSAS and transition to the UCA; development of proposals to address such issues





staff providing guidance on accounting and reporting





submission of proposals on the issues of approximation of the national regulations with IPSAS, and UCA development





review of draft regulations in the area of general government  accounting and reporting























































































Budget classification

Classification of budget revenues

Functional classification of budget expenditure by types 

Functional classification of budget expenditure by paragraphs

Program classification of budget expenditure 

Agency classification pf the republican budget expenditure

Economic classification of budget expenditure 

Classification of budget deficit financing 

Classification of public debt types 

















Group

x

Sub-Group

x

Type

x

Section

xx

Sub-Section

xx

Section

xx

Sub-Section

xx

Type

xx

Paragraph

xxx

Program

xxx

Sub-Program

xx

Chapter

xxx

Element

xx

Sub-Article

xx

Article

xx

Category

x

Detail

xx

Source Type

xx

Source

xx

Type

x

Код

ххх



























































State Treasury Chart of Accounts of the budget execution

Section 1 Cash, off-budget revenues and funds

Section 2 Expenditures of budgets, off-budget expenditures and funds

Section 3 Sources of deficit financing of budgets, off-budget means and funds

Section 4  Revenues of budgets, off-budget means and funds

Section 5 Credits, loans

Section 6 Republican budget settlements

Section 7 Internal Treasury settlements, funds transferred and received

Section 8 Deferred expenses and revenues

Section 9 Outcomes of execution of the republican budget, state off-budget funds

Off-balance accounts













Level 1 account





30 –Internal sources of financing of the republican budget deficit





Level 2 account





300 – Sources of the National Bank of the Republic of Belarus





Level 3 account





3001 – Short-term credits of the National Bank of the Republic of Belarus





























































































Chart of accounts for execution of base and oblast-level local budgets

Cash Expenditure

Revenues

Loans issued and received

Settlements

Funds transferred and received

Other budget sources

Outcomes















Level 1 account





01 – Cash funds





Level 2 account





014 – Cash on current accounts of budget fund administrators

















































































Chart of accounts for execution of rural budgets

Section 1 – Fixed assets

Section 2 – Inventory

Section 3 – Expendables and consumables 

Section 4 – Production and other expenses

Section 5 – Cash

Section 6 – Settlements

Section 7 – Expenses

Section 8 – Financing

Section 9 – Funds

Section 10 – Revenues

Section 11 – Short-term loans from the budget

Section 12 – Funds transferred and received

Section 13 – Budget execution outcomes

Off-budget accounts
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Account





20 – Budget expenses





Sub-Account





200 – Budget expenses on the entity’s maintenance and other activities

















































































Chart of accounts for budget entities

Section 1 – Fixed assets

Section 2 – Inventory

Section 3 – Selected current assets

Section 4 – Production costs

Section 5 – Cash 

Section 6 – Internal settlements on financing

Section 7 – Settlements

Section 8 – Expenses

Section 9 – Financing and loans

Section 10 – Funds and earmarked resources

Section 11 – Sales

Section 12 – Revenues and financial performance

Off-budget accounts













Accounts





06 – Supplies and food





Субсчет





062 – Medicines and surgical dressing

















































































State Treasury Chart of accounts for budget execution

Chart of accounts for execution of rural (primary level) budgets







Chart of accounts for execution of base- and oblast-level  local budgets





Chart of accounts for budget entities





Budget classification





Unified chart of accounts integrated with the budget classification





































































Conceptual design of the Uniform Chart of Accounts integrated with the budget classification

Category X

Sub-Category 

X

Article

XX

Sub-article XX

Element XXX

Sub-Section 

XX

Treasury acc. number

XX

Organization type 

XX

Treasury ID code XXX

Task 

XX

Project XXXXX

Financing source details

X

Level 2 sub-budget 

X

Township, settlement

XXX

Sub-budget type

X

Level 1 sub-budget 

X

Financing source group 

X

Finance type 

XX

Sub-program XX

Program XX

Public agencies, committees 

XX

Departments, committees

XX

Section 

XX

Budget type

X

Rural council, region-level city, town



XXX

Region, oblast level city, district of Minsk

XXX 

Oblast, Minsk 

X

Economic segment 

XX XX XX XXX

Functional segment

XX XX

Organizational segment 

XX XX XX

Organization type segment 

XX

Treasury ID code XXX

Program segment

XX XX XX

Project segment

XXXXX

Funding source segment 

XXXX

Budget type segment XXXX

Location segment

X XXX XXX XXX

Proposed UCA structure

GFSM-compliant

Based on CoFoG





PSFG = Public Financial Statistics Guidelines (РСГФ = Руководство по статистике государственных финансов)

CPAF = Classification of Public Administration Functions (КФОГУ = Классификация функций органов государственного управления)
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Outcomes of benchmarking of the national accounting and reporting system with IPSAS





Столбец1	IPSAS 26

IPSAS 4



IPSAS 1



Non-comliant	Partially compliant	Fully compliant	26	4	1	





































































The Concept of Approximation of the National Public Accounting and Reporting System with IPSAS was developed with the help of outsourced international consultants based on the benchmarking analysis data

Goal: establishment of the reform key areas, principles and approaches; development of a basis for implementation of a set of activities aimed at approximation of the national accounting and reporting system with IPSAS. 































































		Risks accompanying the reform		Risk mitigation measures

		Low public confidence in the need for reforming  accounting and reporting system		Develop and approve a reform implementation plan including justified measures, implementation deadlines, adequate funding and expected outcomes

		Inadequate expertise and experience in transition to IPSAS, low knowledge of the standards among staff carrying out the reform		Include engaged staff (advanced) training into the reform implementation plan

		Low capacity of accounting staff in terms of practical application of the IPSAS provisions and principles		Provide in the PFM reform plan for a scope of training adequate for development of the required capacity

		Inability of the current accounting data base to provide for preparation of financial reports in line with the IPSAS requirements		Approve the UCA integrated with the budget classification and compliant with the IPSAS reporting requirements

		Absence of resources and IT solutions for collection and presentation of information in line with IPSAS		Develop and introduce the Integrated Information System of Public Finance Management

		Inability of the Supreme Audit Institution (SAI)  to perform audit in line with the Internal Audit Standards (IAS)		Make a strategic decision on the IAS implementation and on launching the SAI recognition procedure by the International Organization of Supreme Audit Institutions









Thank you!
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Лист1


			 			Столбец1


			Non-comliant			26


			Partially compliant			4


			Fully compliant			1


						Для изменения диапазона данных диаграммы перетащите правый нижний угол диапазона.
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Problematic aspects of the public sector

accounting and reporting reform





















1

2

3

4

5

6

7

Identification of general approaches to the reform procedure:
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IPSAS introduction or development of national IPSAS-based standards





Accounting method





Coverage of institutional units subject to consolidations





IPSAS application level 





Consolidation level





Composition and structure of the reports of various public administration entities





Consistency in standards implementation













































Methods of standards implementation

This option was chosen for public accounting reform in Belarus
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Introduction of current IPSAS





No expenses on development of the standard

Full compliance with IPSAS is ensured

International recognition

No need for further development in case of IPSAS upgrades





Does not reflect the specifics of the national system 

Need to train qualified staff

Organization of wide-scale training in the IPSAS methodology and use in practice





Development of national IPSAS-based standards





Provides for factoring in the specifics of the national accounting system, the national requirements and capacity

Development and introduction of the standards in the most practical order	





Substantial cost of national standard development

Potential absence of international recognition

Updating issues: need for regular upgrades



































Accounting methods in accordance with IPSAS









Modified cash method

Modified accrual method
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Cash method





Ease of use

Proximity to the procedures currently in use in Belarus

Provides for assessing the correspondence of expenses with budget allotments

Preparation to introduction of the accrual method





Only cash transactions of a given period are captured;

Issues with identification of debt liabilities;

Information can only be used for short-term planning;

Can’t satisfy demand for information from different types of users





Accrual method





Full compliance with the IPSAS standards

Cost recording at the time of commitment

Possibility to receive information about non-cash transactions, the status of assets and liabilities

Potential use for med-term planning and control	





Difficulties with implementation

Long period of transition to this method

Subjectivity of the approach in making certain decisions



































Stages of approximation with IPSAS

Stage 1

Stage 2

Stage 3

Stage 4
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Development of a Consolidated Cash Receipt and Payment Report, as well as a budget execution report prepared in accordance with the IPSAS provisions based on the cash method





Recognition and assessment of financial assets and liabilities in compliance with the IPSAS requirements





Systematic standard adoption aimed at covering all assets and liabilities.





Introduction of a modified cash-based reporting system by incorporating financial assets and liabilities in accordance with the new standards





















Practicality of introducing the cash method on the initial stage

Facilitation of work on further stages

Additional costs
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Advantages





Development of a consolidation structure applicable after introduction of the accrual method





Relative ease of introduction





Disadvantages







Training of accountants in practical application of methods that are planned for revocation in future







Further development of current software





A “step back” for organizations using the accrual method





Establishment of a consolidation team and training of participating accountants







Confirmation of readiness to the reform





Need for developing guidelines and operating documents for generation of a financial statement on an IPSAS-compliant form based on the cash method



































Scope of institutional units subject to consolidation

Public sector
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IPSAS-based consolidated financial reporting











General government sector















Public  nonfinancial corporations





Public financial corporations

























General government sector according to the Statistical Classifier “Institutional Units by Economy Sectors” (effective since January 1, 2017)

Central authorities

Local authorities

Public social security funds

non-market/non-commercial organizations controlled by national-level authorities

Local offices of the Social Security Fund

non-market/non-commercial organizations controlled by local administrative and self-government agencies



General Government

institutional units – residents of Belarus

responsible for provision of goods and services to general public or individual households 

finance the provision of such goods and services with tax proceeds or other revenues 

redistribute income and wealth through budget transfers

carry out non-market manufacturing
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Practical application of the generally recognized criteria of attribution to the general government sector

		Organizations funded by public authorities that perform social/cultural, research and other functions, and that fully finance their operations with budget funds		Organizations funded by public authorities that perform social/cultural, research and other functions, and that partially finance their operations with budget funds, and that have their own revenues				Organizations funded by public authorities that perform social/cultural, research and other functions, and that finance their operations with their own revenues		

		Example1. A budget-funded university offers education services both for free and for a fee, and provides other fee-based services (lease of facilities, athletic gym services, etc.). The share of expenses financed with own revenues: 70%. The share of students paying for tuition: 35%. The founder is the State, the assets belong to the State.
Example 2 A budget-funded museum offers services to individual customers. Own revenues provide for 45% of all required expenses. The founder is the State, titles to the assets are held by the State.
								

		The concept of the GFSM								

						Example 1				Example 2

		Control by public authorities				Yes				Yes

		Institutional unit				Yes				Yes

		Service recipient				Individual customers				Individual customers

		Service sale at market/economically justified prices				Yes (partially)				No

						?				?
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Application of IPSAS-compliant national standards

OPTION 1

		Internal reporting		Data base /general ledger		IPSAS-based external reporting

		 		 		 

		All entities comprising the general government sector:
		 
 
 
 IFMIS
(Data base/
General ledger) 

 		 Consolidation team of the Ministry of Finance:


		Monthly, quarterly and annual				 Drawn annually

		Not published; used for internal control  purposes of budget execution and status of assets and liabilities
Not subject to auditing		 		      Published; accessible for general public


        Subject to auditing









All accounting operations are recorded by state-funded organization in the data base in accordance with the national accounting rules



IPSAS-compliant consolidated financial reports



Current reports on forms specified in the current regulations

adjustments
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Application of IPSAS-compliant national standards

OPTION 2

Exclusion of mutual flows



Exclusion of mutual flows





Application of the national accounting standards
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Ministry of Finance





Administrator1





State-funded organization 1





State-funded organization 2





Administrator2





State-funded organization 3

















































Уровни формирования консолидированной финансовой отчетности, соответствующей IPSAS

Level 1

Level 2

Level 3
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Consolidated financial report (republican budget)





Administrator 1





State-funded organization 1





State-funded organization 2





Administrator 2





State-funded organization 3





Consolidated financial report for Belarus





Consolidated financial report (local budget)





Administrator 3





Administrator 4





State-funded organization 4





State-funded organization 5





State-funded organization 6









































































































































































Reporting forms

		Reporting on budget execution 		Financial reporting with consideration of the IPSAS principles		

		Cash method		Modified cash method		Modified accrual method

		Provides for assessing the outcomes of execution of the national budget, local budgets of relevant levels, as well as the consolidated budget		Provides for acquisition of additional information about the financial situation of general government entities and their performance		Provides for acquisition of  information about the efficiency of general government entities

		Current forms of reporting on budget execution in accordance with the national regulations		Package of reporting forms?
Basis: IPSAS cash method reporting forms with attached additional forms specifying financial and non-financial assets and liabilities		Package of reporting forms?
Basis: IPSAS accrual method reporting forms adapted according to available capacity and needs in information
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Reporting forms





Present

Modified cash method

Modified accrual method

Reporting on budget execution



Accounting in budget organizations, governments agencies

Reporting on budget execution

Accounting in budget organizations, government agencies (with required changes)

IPSAS cash-based financial reporting 

Consolidated report on revenues and payments

Individual additional forms



Reporting on budget execution

Accounting in budget organizations, government agencies

(with required changes)

IPSAS accrual-based financial reporting
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Order of development and introduction of national IPSAS-compliant standards

Stage 1

Stage 2

Stage 3
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Standards determining the financial reporting structure, basis for consolidation + several easy-to-introduce standards





Other standards designed to provide for a high degree of compliance with the IPSAS requirements





Standards that serve for recognition and assessment of financial and non-financial assets and liabilities, and provide for compliance of accounting for the primary public income/taxes with the IPSAS requirements



























Order of introduction of IPSAS-based national standards, as recommended by the consultants

Standards that form founding principles

Standards that determine accounting for assets and obligations

Standards that determine the highest level of compliance with IPSAS

Standards without a definite introduction timeframe
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Inventory

Fixed assets

Proceeds from non-exchange transactions;

Financial instruments: provision of information

Financial instruments: recognition and evaluation

Financial instruments: information disclosure











Proceeds from exchange transactions

Investment property

Segment reporting

Provisions, contingent liabilities and contingent assets

Impairment of  non-cash generating assets

Impairment of  cash generating assets

Intangibles











Investments in associated companies and joint ventures

Financial reporting in countries with hyper-inflated economy

Construction contracts

Lease

Events after the reporting period

Disclosure of related-party information

Employee compensation

Agriculture

Service concession agreements: grantor











Financial reporting presentation

Cash flow report

Accounting policy, changes in accounting assessments and errors

Effect of foreign exchange fluctuations

Expenses on loans

Consolidated and individual financial reporting;

Information disclosure in financial reporting in the general government sector

Budget information presentation in financial reporting

















Estimated schedule of approximation with IPSAS

		 Activity, year		2017		2018		2019		2020		2021		2022		2023		2024		2025		2026		2027

		 																						

		 
1. Concept clearance
 		 		 																		

				 		 		 		 		 		 		 		 		 		 		 

				 		 		 		 		 		 		 		 		 		 		 

		2. Introduction of an IPSAS cash-based national standard		 		 		 □		 □		 □		□										

				 		 						 												

		3. Introduction of the new UCA		 		 		 		 		 												

				 		 						 												

		4. National standards, part 1		 		 						 		 		◊1		◊1		 		 		 

				 		 						 		 		 		 		 		 		 

		5. National standards, part 2		 		 						 		 		 		 		◊2		◊2		 

				 		 						 		 		 		 		 		 		 

		6. National standards, part 3
 		 		 						 		 		 		 		 		 		◊3
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Training



Key restricting factor is lack of human resources including specialists with profound knowledge of IPSAS

Need to examine other countries’ experience with organization of a training process  for all  stakeholder of the accounting and reporting system reform including persons involved in the reform implementation, as well as teachers.



Need to train persons involved in the reform implementation process.



Need to train pedagogues competent in IPSAS issues.



Development of university and college curricula for training and retraining IPSAS specialists.



Need for advanced training of a large number of specialists: general government sector accountants in want of IPSAS training. 

18

















Thank you!
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Case of Poland.pptx
Reform of Polish public sector accounting

Minsk, Belarus

October 2016

Ranjan Ganguli, FM Consultant, ranjan@ganguli.co.uk





Topics

Driver of Polish public sector accounting reform

Overall approach to accounting reform

Steps that have been completed

Plans for the future and next steps

Comparison of Polish public sector Generally Accepted Accounting Principles (GAAP) with International Public Sector Accounting Standards (IPSAS)

Study Tour lessons learnt

Reform of budget system





Driver of Polish public sector accounting reform

European Union (EU)

said IPSAS are a suitable reference framework for the development of European Public Sector Accounting Standards (EPSAS)

established an EPSAS Working Group

The Accounting Policy Department of the Ministry of Finance, as the department responsible for the Polish public sector accounting framework, wanted to know what the imposition of EPSAS would mean for Poland:

the costs of reform

capacity constraints

timescale to comply

The prospect of imposed EPSAS was the driver for reform





Overall approach to reform of Polish public sector accounting

Research

Compare Polish GAAP with IPSAS - done mid-2015

Develop and deliver training on IPSAS to key government officials – done end-2015

Study tours to EU countries that apply IPSAS or similar to understand costs, benefits and approach to reform – done mid-2016 - to France, Austria, Portugal, Switzerland

######## October 2016 #########

Understand needs of Polish users – not done

Inventory of human capacity and IT systems – not done

Summarize results of above –drafting started

Plan

Workshop to share results and start development of reform action plan – planned for 11/2016







Comparison of Polish GAAP with IPSAS (1 of 3)

Polish GAAP is accruals based and as such its fundamentals are consistent with IPSAS.  Also noted:

Budget reporting is on cash basis. 

Statistical reporting to Eurostat in line with EPSAS2010.

Budget reports are consolidated on central and subnational level and audited centrally or regionally

Financial reports are prepared at the entity level and group levels but there are no consolidated financial reports at central, general or subnational levels

State-owned enterprises follow accrual accounting

Budget and financial reporting derived from same IT accounting systems within entities.  There is no common IT system or platform across government.

Financial reporting requirements are not harmonized across all types of entities











Comparison of Polish GAAP with IPSAS (2 of 3)

Polish GAAP asset accounting is consistent with IPSASs 12, 16, 17, 31, 26

In addition, Polish PS GAAP broadly consistent with IPSAS regarding:

Foreign exchange (IPSAS4) save for EU funds

Borrowing costs (IPSAS5) save for mandatory capitalization of borrowing costs incurred for property, plant and equipment (PPE)

Revenue from exchange transactions (IPSAS9)

Construction contracts (IPSAS11)









Comparison of Polish GAAP with IPSAS (3 of 3)

Polish PS GAAP most divergent from IPSAS regarding:

Composition and presentation of financial statements (IPSAS1 and 2)

Taxes and transfers are not presently included in Polish GAAP financial statements (IPSAS23) 

Consolidation only done to a limited extent (IPSAS6-8)

Other areas of divergence include:

Financial instruments (IPSAS 28-30)

Leases (IPSAS13)

Employee benefits (IPSAS25)

Related party disclosures (IPSAS20)

Service concession arrangements (IPSAS32)









Study Tour lessons learnt (1 of 3)

Accounting reform in the absence of a clear rationale and high-level support is likely to have little traction and impact.

In terms of rationale, accounting reform has greatest traction and impact when supporting better and accruals-based budget reporting as well as statistical reporting 

High-level support may best be expressed by amending primary legislation to include the need for accounting to present the true and fair financial position of the state

Time and costs

When combined with budget reform or reform of statistical reporting, it is difficult to attribute the separate cost of accounting reform. 

Accounting reform is a long-term objective and process and as such it is difficult accurately to predict or even keep track of the incremental costs of the reform. 

Accounting reform is not a short-term activity.







Study Tour lessons learnt (2 of 3)

Accounting standards, policies and regulation

Primary legislation should refer to an underlying conceptual accounting framework such as the requirement that public sector financial statements present the true and fair financial position 

IPSASs should be adopted directly even if in a phased manner rather than trying to devise and maintain IPSAS-based standards

Accounting standards should be harmonized across all levels of public sector though simplified standards may be appropriate for entities below specific materiality levels 

Financial reporting IT systems

Revised financial reporting standards will require changes to financial reporting IT systems and as such the functionality of currently used financial reporting system should be carefully considered. 

Consolidation 

Consolidation is onerous and requires careful consideration of which entities should be consolidated for budget reporting purposes, for statistical reporting purposes and for general purpose public sector financial reporting purposes 





Study Tour lessons learnt (3 of 3)

Opening balance sheet position

The work required to produce the opening balance sheet of an entity in accordance with new accounting standards is onerous and should not be underestimated  

Professional capacity and training

It is not necessary to have a large cadre of public sector accountants with specialist knowledge of IPSASs as the finer points of IPSASs are rarely needed

Raising awareness and communication strategy

Apart from necessary training of staff and government officials there is a need for education and support to politicians and parliamentarians to help them understand and be able to use accrual-based financial statements





Reform of budget system

In July 2016, the Ministry of Finance issued “Reform of Budget System” saying recent reforms have been numerous, fragmented, incoherent and do not give the State the tools it needs properly to manage public finances.  The document discusses the need to:

Introduce medium-term budgetary framework

Integrate long-term planning with annual planning (now only annual budget is binding)

Redefine roles of Council of Ministers, MOF and others in the budget process

Introduce unified budgetary classification to allow both functional and programmatic approach (in practice, a chart of accounts to allow accrual accounting and budgetary reporting)

Re-organize budgetary and financial reporting systems to gather needed data

Institutionalize reviews of budget expenditure to increase efficiency of expenditure

 Need to consider how to integrate both reform paths
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ACCOUNTING REFORM ON THE BASIS OF INTERNATIONAL STANDARDS.

Experience of Russia





Minsk, October 2016

Svetlana Sivets, Deputy Director , 

Public Sector Budget Methodology and Financial Reporting Department, MoF, Russia		





*







М

]

ф

М

]

ф

*



LEGISLATION 

METHODOLOGY





INFORMATION SYSTEM

IMPLEMENTATION



PROFESSIONAL DISCUSSION

REVIEW OF LESSONS LEARNT DURING IMPLEMENTATION

REFORM STAGES

APPLICATION OF STANDARDS







METHODOLOGICAL GUIDELINES



PILOT IMPLEMENTATION
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REVIEW OF ACCOUNTING METHODOLOGY!



		   NATIONAL          



		   INTERNATIONAL        





            

                                        

		   EVALUATION OF ALL RESOURCES, INVENTORY TAKING 



           

               

CONCEPTUAL FRAMEWORK FOR DEVELOPMENT AND APPROVAL OF STANDARDS

STAGES IN DEVELOPMENT AND IMPLEMENTATION OF STANDARDS 

UNCOVER DISCREPANCIES WITH IPSAS



CENTRALIZATION OF RESOURCES

DEVELOPMENT OF STANDARDS
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CONCEPTUAL 

FRAMEWORK 

FOR DEVELOPMENT 

AND APPROVAL 

OF STANDARDS















PUBLIC  DISCUSSION 

PUBLICATIONS OF MATERIALS 

STAGES IN DEVELOPMENT AND IMPLEMENTATION OF STANDARDS 



FEDERAL STANDARDS

IPSAS BASED, OTHER INTERNATIONAL STANDARDS

UNIFORM IMPLEMENTATION PRACTICE  // ACCRUALS-BASED METHOD

PROGRAM FOR DEVELOPMENT AND IMPLEMENTATION OF STANDARDS



 COUNCIL, 

WORKING GROUPS,

EXPERTS



MOF OF RUSSIA– DEVELOPER OF STANDARDS
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DEVELOPMENT OF STANDARDS





PUBLIC DISCUSSION

PUBLICATION OF MATERIALS

STAGES IN DEVELOPMENT AND IMPLEMENTATION OF STANDARDS 

DRAFT STANDARDS

STANDARDS

CHANGE OF EARLIER ACCEPTED STANDARDS

CHANGE OF NATIONAL METHODOLOGY

WORKING GROUPS,

EXPERTS

AUTOMATION





М

]

ф

М

]

ф

*







STAGE 1 

2015 - 2016

STAGE 2

2017

STAGE 3

2018

STAGE 4

2019 - 2020

		1.Framework for public sector accounting and reporting (15,16,18)

		2. Property, plant and equipment (15,16,18)



   

		Non-produced assets (16,17,18)



       (land, sub-soil and natural resources)



		Inventories (16,17,18)



    











		Employee benefits (17,18,19)

		Effect of foreign currency translation (17, 18, 19)

		Intangible assets (17,18,19)



    

		Provisions, contingent liabilities and contingent assets (17,17, 20)



    

PROGRAM FOR DEVELOPMENT OF ACCOUNTING STANDARDS
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STAGE 1 

2015 - 2016

STAGE 2

2017

STAGE 3

2018

STAGE 4

2019 - 2020

		3.Lease (15,16,18)



      

		4.Impairment of assets(15,16,18)



 



		Biological assets (16,17,18)



    

		Earnings of entities, revenues from non-exchangeable transactions (taxes and transfers) (17,18,19)

		Building contracts (17,18,19)



    

		Borrowing costs (17,18,19)

		Financial instruments (17,18,19)





PROGRAM FOR DEVELOPMENT OF ACCOUNTING STANDARDS
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STAGE 1 

2015 - 2016

STAGE 2

2017

STAGE 3

2018

STAGE 4

2019 - 2020

		Presentation of accounting statements (15,16,18)



 

		Cash flow statements (16,17,18)



  

		Accounting policy, accounting estimates and errors (16,17,18)



    







		Presentation of budget information in financial statements (17,18,19)



   

   

		Consolidated and individual financial statements (17,18,20)

		Related party disclosures (16,17,20)



   

		Service concession arrangements: accounting at the concedent’s level (17,18,20)



    

PROGRAM FOR DEVELOPMENT OF STANDARDS ON 

 FINANCIAL STATEMENTS AND DISCLOSURE
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STAGE 1 

2015 - 2016

STAGE 2

2017

STAGE 3

2018

STAGE 4

2019 - 2020

 

		Subsequent events (16,17,18)



    







		Interest in joint venture (17,18,19)



    

		Segment reporting (16,17,20)



    

		Investments in associates (17,18,20)



    

		Financial reporting in hyperinflationary economy (17,18,20)



   





PROGRAM FOR DEVELOPMENT OF STANDARDS ON 

 FINANCIAL STATEMENTS AND DISCLOSURE
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ASSUMPTIONS and PREMISES

ACCRUALS METHOD

 

GOING CONCERN

PRUDENCE CONCEPT (CAUTION, CONSERVATISM)

PRINCIPLE OF COMPARABILITY
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Financial statements shall be



COMPREHENSIVE

RELIABLE

TIMELY

CLEAR
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Thank you for your attention!
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Inventories



Inventories  – assets under the following groups:

		Tangible assets,

		Work-in-progress,

		Non-financial assets of the treasury property



Сентябрь 2016

inventories

*



inventories

К привычным материальным запасам в рамках настоящего стандарта добавлено незавершенное производство и имущество казны



Об этих трех больших группах мы будем говорить отдельно, сначала о запасах, потом о незавершенном производстве и в конце об имуществе казны

*
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Non-produced assets: What’s new 

Groups of non-produced assets were described in detail and harmonized with the Public Finance System. 

	 Groups of non-produced assets:

		Water resources; 

		Land (land plots);

		Uncultivated biological resources:

		Water uncultivated bioresources,

		Uncultivated fauna bioresources,

		Flora assets;

		Subsoil resources;

		Other non-produced assets.



	

Сентябрь 2016

Непроизведенные активы

*



Непроизведенные активы

		Добавлены две большие группы по сравнению с тем, что было раньше – Водные ресурсы и Некультивируемые биологические ресурсы



*
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Non-produced assets: Differences between the FS Design and IFSAS

Differences between the FS Design and the IPSAS provisions are as follows:

 Changes are made in the list of cost elements from the historical cost accounting of land plots. Expenditures are excluded from the elements of costs, if incurred in the process of bringing the non-produced assets to the usability state.

The only method for evaluation of assets after the initial recognition is established: the revaluation model;

No provision is made for capitalization of costs incurred in completion of construction works, upgrades and other cases of capitalization of costs on improvement of land plots (land surface enhancement, land reclamation, irrigation, river bed breakthrough and others).

Сентябрь 2016

Непроизведенные активы

*



Непроизведенные активы

Первый и последний – существующая практика учета

Единственный способ оценки – впереди консолидация, не может быть разных моделей в одной группе в отчетности

*
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Bioassets and bioproducts: application of standard

The standard determines the procedure for accounting recognition of: 

		Animals and plants cultivated for generation of biological products (including wood), and

		Biological (agricultural) products during harvesting.



Сентябрь 2016

Биологические активы

*



Биологические активы

Отличие от НПА в том, что здесь обсуждаются те активы, которые мы изначально содержим для того, чтобы получать от них биологическую продукцию

*
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Biological Assets: Differences between the FS Design and IFSAS

Differences between the FS Design and IPSAS provisions 27 Agriculture:

 The concept of Biological Assets was refined to break them down into cultivated and uncultivated biological assets.  Accounting procedure for uncultivated biological assets is defined in FS Design Non-produced Assets;

The concept of Biological Products was introduced to replace Agricultural Products concept.  In addition to agricultural products, the Biological Products capture other products of biotransformation of fixed assets, non-produced assets related to fauna and flora meant for disposition.

Сентябрь 2016

Биологические активы

*



Биологические активы



*
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Сентябрь 2016

Specification as a Function of Area of Usage





Plants and Animals

3

Account 10100 «PPE»

Account 10300 «Non-produced assets»

Account 11100

«Biological assets»

Account 10500 «tangible inventories» 



1. Постановка на баланс актива предполагается исходя из основной цели – продолжение подхода, который был предусмотрен в ФС «Обесценение»



2. Один и тот же актив в зависимости от цели использования может быть квалифицирован по разному и соответственно по разному учтен

*























Plant, property and
equipment

NON-PRODUCED
ASSETS

BIOLOGICAL ASSETS

INVENTORIES

A

\V

A

N4





Used for research, training,
landscaping,
transportation,
entertainmentand
recreation, defense, as
protective afforestation,
parks, nurseries for own
needs

Growing/living in woods
independently, and not
included in the area of

responsibility of an
agent/subject of accounting

Grown for sale, production of
biological products,
restoration/support of
biological diversity, etc. within
the assigned functions

Used as seed or planting
stock until the moment of
planting/sowing

Biological products
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Case of Kazahstan.pptx
Introducing Accrual Accounting in the Republic of Kazakhstan  

Z.A. Ernazarova, Director of the Budget Legislation Department, Ministry of Finance of the Republic of Kazakhstan 

October 3-5, 2016, Minsk 



















    OUTLINE 
1. Progress made 
2. Advice based on lessons learned 
3. Upcoming activities:
 - Accrual-based budget execution, monitoring, and reporting 
 - Accrual-based budgeting: legal status 



















A uniform framework of global standards 



Top quality requirements for information transparency and comparability with follow-up consolidation 



Facilitating the decision-making process among global capital market players and other users  

APPLYING INTERNATIONAL STANDARDS: KEY OBJECTIVES 













IFRS 

financial sector: as of January 1, 2003  

real sector”: as of January 1, 2006 



IPSAS for SME: as of January 1, 2013 



IPSAS – as of January 1, 2013 

Regulatory Framework:

Application:

INTERNATIONAL STANDARDS IN THE REPUBLIC OF KAZAKHSTAN 

		RK Budget Code 
 		Public Sector Accounting Rules 

		Prime Minister’s Resolution On implementing the Budget Code 
 		Public Sector financial reporting forms and rules

		Plan to improve public sector accounting and financial reporting in 2009-2012 
 		Rules for compiling consolidated financial reports by spending units 

		Action plan to implement performance based budgeting 
 		Album of accounting documents for public sector institutions 

		Accounting policy 
 		Public sector annual depreciation rates for long-term assets 
 

		Public Sector Chart of Accounts 
 		Public sector inventory rules 
 













TRAINING 

SOFTWARE 













Cash-based public sector accounting software is adapted to the needs of accrual accounting. 

The Treasury Committee has designed and put in place software to accept and consolidate financial reporting for republican and local budgets 













Training delivered by the MOF training center:

- For accountants and accounting and financial service specialists (practical skills, quizzes, and final test)

- For heads of accounting and financial services, public sector institutions (theory, problem-solving, lectures, quizzes, and final test)













ASPECTS OF OUTPUT-BASED ACCRUAL ACCOUNTING 

 - conceptuality(target, optimal timeframe);

 - functionality(legislation, automation of accounting functions)

 - institutionality (framework, training)

 - transformation (interaction with public institutions/spending units, auditors)



















COMPREHENSIVE DECISION-MAKING 



1.  Ways of moving to accrual accounting: irrevocable (IPSAS) or through national IPSAS-consistent standards 

2.  Phased implementation: The “Big Bang” theory (simultaneous) or phased implementation (by levels of government)

3.  Supporting current accounting requirements and obligations to the International Federation of Accountants (IFAC) to ensure relevance of IPSAS clauses in national standards 











      

4.  Adequate level of detail in regulatory acts (clarity)

5. Accounting policy coverage (uniform), 

6. Rationale and capacity for using the term “professional judgement” 

7. Assuming responsibility for consolidated financial reports(supplementing primary responsibility with subsidiary responsibility and internal control)

8. Effective level of automation of accounting functions (forms of accounting documents and reporting)

9. Simplicity of updates, fine-tuning, compatibility, local IT support to address software failure 













		Deadline for submitting consolidating financial reports: January 1 and July 1 


















Republican budget 





Spending units 





Treasury Committee 





Public sector institutions





As of 2018, consolidated financial reports are subject to mandatory public audit and are to be submitted to parliament 





Local budget 





Oblast 





District 





Spending units 





Public sector institutions





LEVELS OF FINANCIAL REPORTING CONSOLIDATION 







































































































































		



BUDGET PROCESS STAGES (current status)

		



Note:

- At the design and implementation stage 























Cash method 





Budget execution 





Accrual method 





Public audit 





Budget reporting 





Budget planning 





Accrual method 





Cash method 





Assets and liabilities, revenues and expenditures 





Cash method 





Audit of financial reports 





Efficiency audit 





Compliance audit 





Accrual method 





Cash method 





IT support (budget monitoring, output evaluation)





Financial reporting 





Statistical reporting 





Cash method 





Accrual method 





Accrual method 





Accounting systems and control 





















































































Control, monitoring and reporting functions are centralized within the Treasury 



The Treasury records every transaction (accrual plan is possible)



The Treasury compiles reporting of appropriations on a cash basis and controls spending limits on an accrual basis 

Reporting is compiled and consolidated on an accrual basis at the level of public sector institutions/spending units 



ACCRUAL-BASED BUDGET EXECUTION: MONITORING AND REPORTING 











Accrual budgeting promotes strong fiscal discipline by means of establishing control over execution of liabilities 



Budget is adopted on both cash and accruals basis 



More stringent control over spending and execution of liabilities, inter alia, over long-term contracts, including PPP projects 



Consolidated financial reports must be complied quickly and frequently

Changes in the functions of the Treasury and public sector institutions 

ACCRUAL BUDGETING: LEGAL STATUS 











SUMMARY: system implementation and managing the process and its effects will require significant efforts, costs, and time.













LONG-TERM PATH TOWARDS ADOPTING ACCRUAL ACCOUNTING IN THE BUDGET PROCESS 





Early stage: cash method 





 Intermediate stage: a combination of cash and accrual methods 





Final stage: accrual method 























THANK YOU!
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Developments in EU public sector accounting.pptx
Developments in European Union (EU) public sector accounting

Minsk, Belarus

October 2016

Ranjan Ganguli, FM Consultant, ranjan@ganguli.co.uk





Topics

Key objectives of EU public sector accounting reform

Budgetary Frameworks Directive 2011

Why European Public Sector Standards (EPSAS) rather than International Public Sector Standards (IPSAS)?

Costs and benefits of implementation

Next steps to develop EPSAS





Backdrop

The sovereign debt crisis underlined the need for more rigorous, transparent and comparable reporting of fiscal data. 









 







Off-budget spending

Arrears and pending bills

Impairment of assets

Provisions, contingent liabilities and assets

Quasi fiscal activities of State Owned Entities

Accruals and contingent liabilities

Proliferation of guarantees 

Macroeconomic shocks

The Titanic Effect

The deficit is an indicator that the Government is spending too much money.

But the tip of the iceberg is not what hit the Titanic …. it was the 90 percent of the iceberg under water. 

Grover Norquist, President

Americans for Tax Reform
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Key objectives of EU public sector accounting reform

The key objectives of the initiative are to

increase fiscal transparency

achieve comparability within and across EU Member States 

minimise incoherence between accounting and fiscal reporting frameworks

The EU has a strong interest in

sound financial reporting

sound statistical reporting

and both sets of rules should be complied with.







Public sector accounting in the EU



EY study (2012)



Reflects countries’ self-assessment





Accounting maturity

PwC study (2013)

Reflects PwC’s
estimated degree of compliance of the government’s accounting rules with an IPSAS-based
benchmark

		 		Central Government 		Local Government 

		UK 		96%		95%

		Estonia 		92%		92%

		France 		89%		84%

		Lithuania 		88%		88%

		Sweden 		81%		81%

		Czech Republic 		75%		75%

		Slovakia 		75%		75%

		Austria 		73%		12%

		Latvia 		73%		73%

		Denmark 		72%		65%

		Finland 		72%		90%

		Spain 		70%		68%

		Belgium 		67%		73%

		Hungary 		66%		66%

		Poland 		66%		66%

		Romania 		63%		63%

		Slovenia 		62%		62%

		Bulgaria 		56%		56%

		Portugal 		55%		80%

		Ireland 		54%		71%

		Croatia 		34%		34%

		Italy 		31%		30%

		Netherlands 		31%		58%

		Germany 		22%		58%

		Malta 		22%		94%

		Luxembourg 		19%		31%

		Cyprus 		14%		75%

		Greece 		12%		12%







Budgetary Frameworks Directive (2011/85/EU)

Member States shall have in place:

public accounting systems comprehensively and consistently covering all sub-sectors of general government,

containing the information needed to generate accrual data with a view to preparing data based on the European System of National and Regional Accounts (ESA 95) standard

subject to internal control and independent audits.

The EU shall assess the suitability of IPSAS.







Why EPSAS rather than IPSAS?

An EU report on the suitability of IPSAS concluded:

Strong need for harmonised, accruals based systems

IPSAS cannot be implemented as they currently stand:

some need minor/no adaptation

some need  selective adaptation, 

some need reconsideration (e.g. 6, 28, 29, 30) 

Technical, conceptual and governance issues with IPSAS that would need to be resolved

However, IPSAS is a suitable reference framework for the development of EPSAS

Harmonisation on the basis of strong EU governance





Benefits v Costs

Costs: significant, mostly one-off and for the short term

Benefits: sustainable and for the medium to long term, but difficult to quantify:

more fiscal transparency on a comparable basis

more efficient public administration

more effective budgetary control

more accountability of public money managers

more stable and sustainable public finances – inter-generation fairness

better access to capital markets

Net-benefits outweigh the costs





Estimated costs

Extrapolated costs at EU level spread over the reform period including IT (systems) and non-IT (policies, processes, people) dimensions

Scenario 1 – Adaptation of all existing IT systems between 1.2 billion and 2.1 billion EUR

Scenario 2 – New IT systems for all entities with low IT maturity between 1.8 billion and 6.9 billion EUR



PwC study (2013): costs of 0.009% - 0.053% of GDP

NB: To interpret with extreme caution











Extract from PwC report (2013)

Each government level (central, State where applicable, local and social security fund) has been given a score

(expressed on a maximum total of 100 points) to reflect its degree of maturity with the future EPSAS standards

(with IPSAS being taken as a proxy for EPSAS as EPSAS does not yet exist). The cost of the efforts that remain

to be made to achieve 100% EPSAS compliance has been assessed based on a standard cost (cost to gain one

point of maturity) calculated with reference to limited benchmarking cost information of Member States’ prior

accounting reforms and considering the government budget to apprehend the scale of the reform. Various

scenarios have been considered taking into account the estimated capacity of the IT systems to support an

accrual accounting implementation. Where the IT maturity is low, two scenarios have been considered, one

building on the existing infrastructure, and one assuming the implementation of a new IT/ERP system. The

costs obtained from each Member State have all been added to assess the cost of implementing EPSAS at EU

level.

Depending on the scenario and the reform cost taken as a benchmark, the cost estimate scaled up at EU level so

determined ranges between € 1,2 billion and € 6,9 billion, which represents an average cost ranging from

0,009% to 0,053% of the GDP. The average cost per inhabitant within the EU ranges from €2,35 to €13,58. This

estimated cost is indicative only. To estimate reliably the cost of EPSAS implementation for the EU as a whole

or for a specific government, an in-depth assessment should be carried out at the level of each government

within each Member State taking into account its particular situation and characteristics.

The cost that has been calculated is the cost that needs to be incurred to implement accrual accounting and to

comply with EPSAS. It does not include the cost of implementing a wider finance reform. The expected costs of

moving to EPSAS should not be considered in isolation but a net cost/benefit assessment should be considered.

The costs of EPSAS implementation are mainly one-off costs, while the benefits are for the long term. Spreading

the cost over the duration of the project (five years may be a good indication) gives a lower impact on the yearly

government budget.
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Development of EPSAS framework





EPSAS Framework









EPSAS Working Group





EPSAS Cell on First Time Implementation





EPSAS Cell on Definitions

(combined with Cell on FTI)















EPSAS Cell on Governance

Principles



EPSAS Cell on Principles related to Standards



Includes observers from IPSASB, WB, OECD, ECB, ECA, FEE etc



Latest working group report 12/Sept/2016 All groups are active and drafting reports.

Unofficial anticipated timetable:

Opening balance sheets by 2020

First EPSAS balance sheets by 2025



Main website http://ec.europa.eu/eurostat/web/government-finance-statistics/government-accounting







Finally ,,, EPSAS relationship with statistical reporting

EPSAS will not replace statistical reporting (e.g. ESA2010, Excess Deficit Procedure (EDP), Government Finance Statistics (GFS)) but will aim to limit differences. Some differences are inevitable because:

Objectives: statistics analyze impact of fiscal policy on the economy while accounting evaluates financial performance and position of the reporting entity

Reporting entity:  statistics is for sectors and institutional units which are not primarily engaged in market activities while accounting focuses on economic entities and control is main criteria for consolidation







Finally ,,, EPSAS relationship with statistics (continued)

Recognition: statistics recognize an economic event when economic value is created, transformed, exchanged or transferred while accounting recognize items based on the past events, reliable estimations and probability of future outflows. 

Valuation:  statistics uses current market prices while accounting uses historic cost and other bases necessary to present true and fair view

Revaluation: statistics present all revaluation and changes in volumes in “the statement of other economic flows” as this doesn’t represent fiscal policy decisions, while accounting presents them in the statement of financial performance or in the statement of changes in equity and doesn’t separate them from current events
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PEMPAL TCOP Workshop on Public Sector Accounting and Reporting

Minsk, October 2016



Arman Vatyan, Governance Global Practice, ECA Region

The World Bank Group

PROMOTING REFORMS IN PUBLIC SECTOR ACCOUNTING 

The World Bank’s Role 
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GOVERNANCE GLOBAL PRACTICE



Over 750 staff in more than 100 country offices

STAFFING AND GLOBAL REACH







Not only large GP but also very complex

Most complex configuration from reform – staff coming from 8 different groups, more than 30 releasing units

Potential cultural clash, potential impact of fiduciary work discontinuity across the Bank.

It was seen as a high-risk area
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GOVERNANCE GLOBAL PRACTICE





increased demand for fiscal transparency 

opaque reporting of fiscal deficits and sovereign debt

under resourced government institutions 

low capacity of accountants and auditors 

raising awareness amongst parliamentarians and CSOs

developing global and regional networks to share knowledge  

sustainable professional education and training programs

building IT systems to support reform agenda

WHAT CHALLENGES NEED TO BE ADDRESSED?  







Not only large GP but also very complex

Most complex configuration from reform – staff coming from 8 different groups, more than 30 releasing units

Potential cultural clash, potential impact of fiduciary work discontinuity across the Bank.

It was seen as a high-risk area
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Diagnostics and Publications

PSA Gap Analysis

Roadmaps for Reform and Action Plans

Comparative surveys of accounting practices

Build Partnerships

Knowledge Dissemination

Technical Assistance



What we do









Our Approach









Regional 

Focus





Common Challenges





Share Experiences





Magnified Convening Power





Build Supportive Networks

















PUBLIC SECTOR ACCOUNTING PROGRAM WINDOW

GLOBAL GOVERNANCE PRACTICE









Public Sector Accounting Reform and Institutional Strengthening-PARIS 

Increase competencies of stakeholders and raise awareness of the importance of good quality public sector accounting

Proposed Development Objective

Raise awareness and build consensus

Diagnostic analysis of public sector financial reporting frameworks and development of roadmaps for reform

Promote the development of public sector accounting education at university level, for professional qualifications, and for professional development

Proposed Program Context







PARIS – Expected outputs

Regional conferences and workshops

Development of high level guides on the benefits of and approaches to PSA

Stock takes of PSA reforms, practices and initiatives in ECA 

Development of online repository of resources

•Gap analysis comparing national accounting standards against IPSAS

•Road maps for transition to new accounting framework

•Drafts of national accounting legislation

•Amendments of Charts of Accounts

Community of practice for peer assisted learning on the profile and qualifications of public sector accountants and bookkeepers (training approaches, programs).  Recruitment, promotion and recognition of finance staff in the civil service and public sector.  

Development of curriculum for public sector accountants and bookkeepers and delivery of IPSAS training events. 











Potential Budget Estimate







		 SECO 		Albania 				    2,000,000 		 TF signed

		 SECO 		Serbia 				    2,000,000 		Estimated start of implementation is January 2017.

		Austria 		 Regional 				       2,000,000 		  
Austrian MOF counterpart has expressed interest in supporting the Public Accounting Reform Program 



Resources and Current Projects







THE GOVERNANCE GLOBAL PRACTICE

Thank You
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Budget 2016 -2020


Component  2016 2017 2018 2019 2020 Total


Component 1 – Reform 


Implementation and Support 360,800       646,272       659,197       672,381       316,800       2,655,451        


Component 2 – Accounting 


Education Reform 599,940       858,106       875,268       892,773       420,640       3,646,726        


Component 3 – Legislative 


Framework and Accounting 


Standards 459,800       745,008       759,908       775,106       365,200       3,105,022        


Component 4 – Forum for Users 


of Financial Information 360,360       735,134       749,837       764,834       360,360       2,970,525        


Component 5 – Country-level 


Implementation Support 593,560       1,074,876   1,096,374   1,118,301   526,900       4,410,011        


Project Administration 


99,660         148,553       151,524       154,554       145,640       699,931            


Total 2,474,120   4,207,949   4,292,108   4,377,950   4,465,509   19,817,635      
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