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AUDIT DEVELOPMENT IN UKRAINE: ASPECTS OF REGULATION
OF AUDIT ACTIVITY

Auditing in Ukraine is on the path of formation and development, which necessitates the improve-
ment and revision of regulations, which, in turn, leads to an increase in both theoretical and practical aspects
of audit and audit activity. Modern conditions of the process of Ukraine's integration into the European space
cause the regulatory framework to be adapted to the legislation of the European Union. During the period of
operation, the national audit system in Ukraine is constantly improving. The article analyzes the normative
documents and publications of scientists to determine aspects of regulatory regulation of audit in Ukraine in
connection with its integration and the possibility of adapting existing legislation to the legislation of the Eu-
ropean Union. The analysis showed that the audit regulatory system in Ukraine is multilevel, but the main
documents governing audit in the country are the Law "On Audit of Financial Statements and Audit activity"
and International Standards for Quality Control, Auditing, Review, Other Assurance and Related Services .
The levels of normative-legal regulation of audit and the main differences in the structure of normative acts
regulating the implementation of audit and audit activities in Ukraine have been considered.

Key words: audit, audit activity, normative-legal regulation of audit activity, International audit stand-
ards, internal audit standards.
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Statement of the problem and its connection  framework to the legislation of the European Union. In
with important scientific and practical tasks. Effective  this regard, the regulations of auditors and audit firms
management of enterprises involves making certain deci-  need to be clarified and reformed in connection with the
sions that require information on the reliability of the  alignment of national legislation in the field of audit ac-
financial statements of counterparty companies, which is  tivity in line with European Union law (with the provi-
provided based on the results of the audit of financial  sions of Directive 2006/43 / EC and Regulation (EU )
statements. 537/2014). One of the directions of such reform was the

Audit of financial statements - an audit service  introduction of the Law of Ukraine "On Audit of Finan-
to verify the accounting data and indicators of financial  cial Statements and Audit Activity". The path of
statements and / or consolidated financial statements of a ~ Ukraine's accession to the European Union makes appro-
legal entity or representative office of a foreign entity or  priate requirements for accounting and reporting, harmo-
other entity that submits financial statements and consol-  nization of national accounting and audit on a European
idated financial statements of the group, in order to ex-  scale, but there are a number of problems that require the
press the auditor's independent opinion on its compliance  attention of both scholars and practitioners.

in all material respects with the requirements of national The analysis of the latest publications on the
accounting regulations (standards), International Finan-  problem. The issues of normative and legislative aspects
cial Reporting Standards or other requirements [1]. of the audit were considered in the works of such scien-

During the period of operation, the national audit tists as Bondar V., Hevlych L., Horyayeva O., Hutsalen-
system in Ukraine is constantly improving. Modern con- ko O., Drozdova A., Kylivnyk H., Ostap’yuk N., Podoly-
ditions of the process of Ukraine's integration into the  anchuk O., Red'’ko O., Fabiyans'’ka V. and others. But
European space cause the adjustment of the regulatory  scholars and practitioners do not have a single approach

80


https://doi.org/10.15673/fie.v13i2.2043
mailto:t.stupnitska@gmail.com
mailto:k.natali_@ukr.net
mailto:talla2007@ukr.net
mailto:%20t.stupnitska@
mailto:%20t.stupnitska@
http://creativecommons.org/licenses/by/4.0/
http://creativecommons.org/licenses/by/4.0/

[ ISSN 2312-847X

EKOHOMIKA XAPYOBOI IPOMUCJOBOCTI Tom 13, Bumyck 2/2021

to defining the audit regulatory system in Ukraine, and
that requires further research on this issue.

Forming of the aims of the research. The pur-
pose of the article is to analyze the normative documents
and publications of scientists to determine aspects of reg-
ulation of audit in Ukraine in connection with its integra-
tion and the possibility of adapting existing legislation to
the legislation of the European Union.

Giving an account of the main results and
their substantiation. In the world practice, there are two
concepts of regulation of audit activity. In most European
countries (France, Germany, Italy, Spain and Austria), the
peculiarity of the audit is its focus on government agen-
cies and banks, which are the main users of reporting and
audit information, so the audit is strictly regulated and
controlled by the state (government regulation of audit
activities).

In the countries of the Anglo-American system
(USA and Great Britain and others, developing countries
under their influence) the peculiarity of the audit organi-
zation is its focus on non-state users - shareholders, in-
vestors, insurance companies, investment funds, so the
audit is regulated by professional public audit organiza-
tions and is minimally controlled by the state. Regulation
of audit in Ukraine is carried out in accordance with the
Anglo-American approach - the state only sets the list of
requirements for the audit, and the methodology is deter-
mined by such professional public audit organizations as
the Audit Chamber of Ukraine, the Union of Auditors of
Ukraine and their branches by approving standards.
norms, regulations, instructions, explanations [5].

In the economic literature there is no single ap-
proach to defining the system of regulation of audit activ-
ity in Ukraine. Some scholars identify certain levels of
audit regulation.

Thus, Bondar V. distinguishes soft, rigid and
mixed models of organization and regulation of auditing
[3]. The soft model is used in the USA, Great Britain, the
Republic of Bulgaria, the hard model in France, Germa-
ny, Israel, Poland, the Russian Federation, the Republic
of Belarus, the mixed model in Ukraine, the Czech Re

public, the Republic of Lithuania, and the Republic of
Moldova. But the distribution is conditional, because the
state in any country supervises audit activities to some
degree, so most models are mixed.

Hevlych L. and Kylivnyk H. believe that the sys-
tem of regulation of audit in Ukraine is two-tier (Interna-
tional standards of quality control, audit, inspection, other
assurance and related services and internal standards) and
is based on joint state-professional regulation [5].

According to Podolyanchuk O., it is necessary to
distinguish three levels [7]: state (Constitution, Commer-
cial Code, Civil Code), professional (Law of Ukraine "On
Audit of Financial Reporting and Auditing” and other
Laws of the Verkhovna Rada) and internal regulation
(International Audit Standards). , acts of the Audit
Chamber of Ukraine (normative, local, interpretations),
internal audit standards.

Also in the opinion of the author to the regulato-
ry support of the audit activity we should include level 1V
- special - Other regulations of ministries and depart-
ments, P (S) BU , Guidelines, recommendations and in-
structions, etc. Some scholars distinguish four main lev-
els: first-level documents define the place, role and tasks
of auditing in the financial and economic system (Law of
Ukraine "On Audit otFinancial Statements and Audit
activity"), second-level documents define general issues
of audit regulation, which are mandatory for all audit
entities (various laws and regulations), the third level is
represented by documents establishing rules that are also
mandatory for all actors in the audit services market (ex-
ternal audit standards), the fourth level includes docu-
ments , detailing and defining uniform requirements for
the conduct and design of internal audit of firms (internal
standards of audit firms, approved by them to ensure the
effectiveness of auditors word and its adequacy to the
requirements of International Standards on Audit) [4].

In our opinion, the most appropriate among the
existing systems of regulation of audit activity is a multi-
level system considered by Fabiyans'ka V. and Hutsalen-
ko O., which includes five levels of regulation of inde-
pendent audit in Ukraine [9].

Table 1
Levels of legal regulation of the independent audit in Ukraine [9]
Level Document / -
of regulation group of documents Characteristics
Since audit activity is a type of business activity, respectively, in
Art. 362 of the Commercial Code of Ukraine its stipulated that
Level I Economic Code of Ukraine audit activity is an independent professional activity of auditors
and audit entities registered in the Register of auditors and audit
entities for provision of audit services.
Law of Ukraine "On Audit Deflr_les _the Iega_l basis for the audit of flnant_:lgl statements, audit
. . activity in Ukraine, regulates the relations arising from its imple-
Level 1l of Financial Statements and A . . S .
. S mentation, and brings the rules of national legislation in the field
Audit Activities Lo X !
of audit activity in accordance with European Union law
. Code of Ethics for Professional Accountants [10] Auditing stand-
International standards for . . ' .
. S ards form uniform basic regulatory requirements for the quality
quality control, audit, in- L . : - - X
Level 111 X and reliability of audit, which ensure compliance with a certain
spection, other assurance level of £ audi lts. As th L
and related services evel of assurance of audit results. As the economic situation in
the country changes, the standards may be revised periodically.
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Continue of table 1

Level

of regulation

Document /
group of documents

Characteristics

On the basis of audit standards, training programs for the training
of auditors and uniform requirements for conducting qualifying
examinations for the certification of auditors are formed. Audit
standards determine the general approach to the audit, the scope
of the audit, the types of auditors' reports, issues of methodology,
the basic principles of professional ethics, which must be fol-
lowed by all audit entities

Provisions adopted by the
Public Oversight Body, the

This level is formed by documents on professional regulation of
auditing activities, which are entrusted to the Public Oversight
Body, the Audit Chamber of Ukraine. The purpose of their activ-

Level IV éﬂglrtlf?;r;?\% ;Jtsgzrillgi ities is to ensure the high quality of auditing activities and protect
ing the gudit 9 the interests of auditees. Such documents also determine the au-
9 ditor's responsibility for the inadequate quality of audit services
Internal Audit Standards (IAS) are a set of principles, methods,
Level VV In-house audit standards techniques and methods used by an audit firm in providing audit

services, preparation of documentation, based on the established

rules and features of the audit firm

Thus, in table 1 shows the main regulations gov-
erning audit activity in Ukraine, the most important of
which are the Law "On Audit of Financial Statements and
Audit Activity” and International Standards for Quality
Control, Audit, Review, Other Assurance and Related
Services.

The Law of Ukraine "On Audit of Financial
Statements and Audit Activity” defines: the concept of
audit; subjects of audit activity, their rights, duties, spe-
cial requirements and responsibilities; the procedure for
providing audit services; management of audit activities;
other issues. Also, the Law of Ukraine “On Audit of Fi-
nancial Statements and Audit Activities” established a
Public Oversight Body (consisting of the Audit Oversight
Board and the Quality Assurance Inspectorate), which
will primarily monitor the quality of audit services pro-
vided to the enterprises of public. Interest and determines
the features of the mandatory audit and audit of enterpris-

es of public interest.

The Law of Ukraine "On Audit of Financial
Statements and Audit Activities" was enacted on January
1, 2018, until now auditing activities were regulated by
the Law "On Audit Activities" of April 22, 1993 No 3125-
CP (as amended) ). For a more detailed analysis of the
Law of Ukraine "On Audit of Financial Statements and
Audit Activity"”, in our opinion, it is first necessary to
determine its differences from the previous legislative act
in the field of audit and audit, namely the Law of Ukraine
"On Audit Activity" . The main difference between the
structure of the New Law and the previous one is its sig-
nificant expansion, which consists of Chapter 1X with 52
articles and final provisions, while the previous Law con-
sisted of Chapter VI with 22 articles and final provisions.

In our opinion, it is necessary to consider the
main differences in the structure of these regulations (ta-
ble 2).

Table 2

Analysis of the structure of the current Law of Ukraine ""On Audit of Financial Statements and Audit Activity"
and the Law of Ukraine ""On Audit™ on the regulation of audit and audit activity*

- s, Law of Ukraine "On the audit of financial statements and
Ne Law of Ukraine "On auditing auditing activities”
sec- Article Avrticle
tion Section name Section name
numbers numbers
I | Terms 1-9 | Terms 1-12
I Certification of auditors and register 10 — 11 | Professional standards and audit report 13-14
of audit firms and auditors
111 | Audit Chamber of Ukraine 12 — 15| Public oversight of auditing activities 15-18
v The procedure for conducting audits 16 — 17 | Certification of auditors 19
and providing other audit services
Rights and responsibilities of auditors . . . . .
\ and audit firms 18 — 20 | Registration of auditors and audit entities 20-22
Responsibility of auditors and audit Features of the mandatory audit and audit of
VI | 21-22 A g 23-39
firms enterprises of public interest
VIl | Final provisions 6 points| Ensuring the quality of audit services 40-41
VI i i Professional responsibility of auditors and audit 42 45
actors
IX - - Professional self-government of auditors 46 -52
X - - Final and transitional provisions 12 points

*Compiled by the authors based on sources [1,2]
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As can be seen from table 2 the structure of the
current law is significantly different from the previous
one, new sections have appeared, and the articles of the
law have significantly expanded the provisions and ex-
planations to it, also expanding the scope of its influence.

Also, the Law of Ukraine “On Audit of Financial
Statements and Audit Activities” established a Public
Oversight Body (consisting of the Audit Oversight Board
and the Quality Assurance Inspectorate), which will pri-
marily monitor the quality of audit services provided to
public enterprises interest and determine the features of
the mandatory audit and audit of enterprises of public
interest.

According to the legislation [1], the Public
Oversight Audit Authority is a legal entity under public
law, which is not for profit and is obliged to keep ac-
counts, submit and publish financial statements prepared
in accordance with International Financial Reporting
Standards, and its annual financial statements are subject
to mandatory audit by an independent audit entity, the
selection procedure of which is determined by the Cabi-
net of Ministers of Ukraine. Rights, responsibilities, fi-
nancing, liquidation, etc. of the Public Oversight Body
for Audit Activities, as well as the procedure for for-
mation and functioning of the Supervisory Board, for-
mation and functioning of the Inspectorate and disclosure
of information about its activities are provided by Arti-
cles 15 - 18 of Section Il audit of financial statements
and audit activities "[1].

Thus, according to Art. 15 of Section Il of the
Law of Ukraine “On Audit of Financial Statements and
Audit Activities” - “The body of public oversight of audit
activities provides supervision and is responsible for
overseeing: - registration of auditors and audit entities; -
implementation of International Standards on Audit; -
control over the certification of auditors and continuous
training of auditors who carry out mandatory audit of
financial statements; - disciplinary proceedings against
auditors and audit entities that carry out mandatory audit
of financial statements; - application of penalties. ... con-
siders cases of administrative offenses (including at the
request of users of financial statements) related to viola-
tions of the law in terms of failure to provide information
to the Public Oversight Audit Authority in cases provided
by this Law, and failure to disclose financial statements

together with the audit report "[1]. At the same time, the
Law stipulates that part of the powers may be delegated
to the Audit Chamber of Ukraine in the absence of the
possibility of conflicts of interest, in this case, the Public
Oversight Body supervises the exercise of these powers,
and in case of systematic non-fulfillment, conflict of in-
terest in the implementation and violation of the Law of
Ukraine "On Audit of Financial Statements and Audit
Activity" the body of public oversight of auditing should
initiate an extraordinary congress of auditors to terminate
the powers of members of the UBA Council [1].

The following powers may be delegated to the
Audit Chamber of Ukraine by the Public Oversight Body
for Audit Activities: - “registration of auditors and audit
entities; - control over the continuous training of auditors
who carry out the mandatory audit of financial statements
of enterprises of public interest; - quality control of audit
services of audit entities that carry out mandatory audit of
financial statements, except for the audit of financial
statements of enterprises of public interest; - carrying out
disciplinary proceedings against audit entities that audit
the financial statements of enterprises of public interest

"[1].

In carrying out audit activities, in addition to the
Law of Ukraine “On Audit of Financial Statements and
Audit Activities”, auditors also use the relevant audit
standards: international; national; intra-firm. The general
approach to the audit, the scope of the audit, the types of
auditor's reports, the methodology and the basic princi-
ples to be followed by the auditors, determine the interna-
tional audit standards [10].

International Standards on Audit (ISAs) are a set
of professional standards that establish rules for the pro-
vision of audit services and address ethics and quality
control issues as defined by International Standards on
Quality Control, Audit, Review, Other Assurance and
Related Services adopted by the International Audit
Council audit and assurance standards, as well as the In-
ternational Code of Ethics, adopted by the Council on
International Standards of Ethics for Accountants and
promulgated by the International Federation of Account-
ants [1].

International auditing standards are classified in-
to 10 groups (table 3).

Table 3

Classification of International Standards on Audit*

ISA Groups

Characteristics

Group 1
"Introductory remarks"

Standards, that define the legal status of ISAs contain a list of terms, describe the
structure of ISAs and provide a classification of related services (ISA 100-120).

Standards, that define the objectives and basic principles of audit, the responsibilities

"Costs (system) of in-
ternal control"

firms) (ISA 400-402).

'%rt?llijpafions" of audit and auditors, address issues related to quality control of auditors, the form and
g content of working papers, define the concepts of "fraud" and "error" (ISA 200-260).
Groun 3 Standards, describing the process of planning audits, the auditor's understanding of the
" P " client's business, gives an interpretation of the concept of materiality in the audit (ISA
Planning
300-320).
Group 4 Standards, describing the processes of risk assessment and internal control systems of

the client, including when the client uses computer information systems, as well as if
the client's accounting is conducted by service organizations (accounting and audit
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Continue of table 3

"Using the work of third
parties"

ISA Groups Characteristics
Group 5 Standards, that define the process of collecting audit evidence in different situations,
"Audit evidence" reveal the content and nature of analytical procedures, spot checks (ISA 500-580).
Group 6 Standards describing the use of other independent auditors, the client's internal audi-

tors, experts and specialists in various fields during audits (ISA 600-620).

"Specialized audit areas"

Group 7 Standards, that provide recommendations on the form and content of audit conclu-
"Audit conclusions and sions, preparation of auditors' reports, the procedure for including additional infor-
reports" mation in these reports. (ISA 700-720).

Group 8 Standards, that define an auditor’s action during formation of the report on special

audit task, as well as in the study of projected audit information (ISA 800-810).

Group 9
"Related services"

Standards, that guide auditors in the provision of related services: general audits of
financial statements, compliance with agreed procedures, compilation (preparation)
of financial statements (ISA 910-930).

Group 10
"Regulations on Interna-

standards, which disclose the features of the audit of international banks, as well as
the features of the audit in the case of customers using computer information sys-
tems. This group also addresses various issues of conducting audits of checks: com-
munication with customer management, audit of small businesses, etc. (ISA 1000-

tional Audit Practice"
1010).

* Compiled by the authors based on sources [10]

In the system of regulation of audit activity an
important role belongs to internal standards - a set of
principles, methods, techniques and methods used by the
audit firm to provide audit services, compilation and
presentation of their results, based on established rules
and features of the audit firm [7]. It is especially im-
portant to apply internal standards in the activities of au-
dit firms during the inspection of enterprises in certain
industries that have certain features of activity, including
food industry enterprises, such as meat and meat products
enterprises; processing and canning of fish, crustaceans
and mollusks; production of oil and animal fats; produc-
tion of products of the flour and cereals industry, starches
and starch products; grape wines, etc. and various organi-
zational forms (micro and small business enterprises,
medium business enterprises, large business enterprises,
associations of enterprises, etc.).

Conclusions and prospects of the further in-
vestigations. The results of the fulfilled study allow us to
draw the following conclusions:

- audit activity in Ukraine is on the path of for-
mation and development, which causes the improvement
and revision of regulations, which, in turn, leads to an
increase in both theoretical and practical aspects of audit
and audit activity;

- the study showed that the audit regulatory sys-
tem in Ukraine is multilevel and based on the Commer-
cial Code of Ukraine, the Law of Ukraine "On Audit of
Financial Statements and Audit Activity", international
standards of quality control, audit, review, other assur-
ance and related services, provisions, internal standards,
but the main documents governing the audit activities in
the country are the Law "On Audit Financial Statements
and Audit Activity " and International Standards for

84

Quality Control, Audit, Review, Other Assurance and
Related Services.

- analysis of the structure of the current Law of
Ukraine "On Audit of Financial Statements and Audit
Activity" and the Law of Ukraine "On Audit Activity "
on the regulation of audit and audit activity showed that
the current law is more extensive and detailed, has addi-
tional sections and that created the Public Authority su-
pervision, which will control the quality of audit services
and determine the features of the statutory audit and audit
of enterprises of public interest.

- the study showed that International Standards
are the basic provisions, the basis for conducting and reg-
ulating audit activities in Ukraine, but to ensure high
quality audits in modern conditions of audit firms,
streamlining and facilitating of audit work, comparability
of quality of individual audit organizations , the connec-
tion of certain elements of the audit process, the introduc-
tion of new research into audit practice, as well as elimi-
nating the need for control by the state, etc., which leads
to professional growth of the firm, increase of its rating
and competitiveness in the audit services market, we need
is the application of internal standards which requires
further research.

- The study showed that recently the country has
undergone important changes in the field of audit, aimed
at improving the quality of audit and harmonization of
national accounting and auditing in Europe, but which
require further improvement and transformation of do-
mestic legislation in connection with Ukraine's integra-
tion to the countries of the European Union and conduct-
ing future research on the regulation of audit activities in
Ukraine.
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PO3BUTOK AYOAUTY B YKPI-\'I'H_I_: ACNEKTWU PETYNIIOBAHHA
AYOUTOPCBKOI AIANBbHOCTI

AyanTtopcbka QisnbHICTb B YKpaiHi nepebyBae Ha LWisxXy CTAHOBIIEHHS Ta PO3BUTKY, MOB'A3aHNX 3 iH-
Terpauieto YkpaiHu 4O €BPOMNENCbKOro NpocTopy, WO BUKINUKAE HEOOXIAHICTb BAOCKOHANEHHS Ta nepernagy
HOPMaTUBHO-NPABOBMX aKTIB Ta iX NPUCTOCYBaHHA A0 3aKOHOOABCTBa KpaiH €sponencbkoro Cotosy, ue, B
CBOH Yepry, Npu3BOAMTb A0 MiABULLEHHS PIBHA AK TEOPETUYHUX, TaK N MPaKTUYHMX acnekTiB ayauTy Ta ay-
anTopcbkoi aianbHocTi. 3a nepioa yHKUiIOHYBaHHA HauioHanbHa cuctema ayauty B YKpaiHi NOCTiHO yao-
CKOHarneTbcs. B cTaTTi npoBefeHo aHania HopMaTUBHUX AOKYMEHTIB Ta nyoGnikauii BYEHUX LWOAO BU3Ha-
YeHHs1 acnekTiB HOPMaTUBHOIO PerynioBaHHA ayaAUTOPCbKOI OisnbHOCTI B YKpaiHi y 3B’a3ky 3 i iHTerpauieto
Ta MOXMMBICTIO afjanTauii YMHHOro 3aKOHOOABCTBa [0 HOPM 3aKkoHOAaBCTBa KpaiH €sponewnckoro Cotosy.
AHani3 nokasas, L0 cMCTeMa HOPMAaTUBHOIO PerynoBaHHSA ayauty B YKpaiHi € 6araTopiBHEBOIO, ane OCHOB-
HUMW JOKYMEHTaMu, LLO perynoTb ayanTopChbKy AisnbHICTb B KpaiHi € 3akoH «[po ayanT ¢iHaHCOBOI 3BiT-
HOCTIi Ta ayAMTOPCbLKY AisnbHICTb» Ta MiXXHapoAHi cTaHAapTU KOHTPOMIO SKOCTI, ayguTy, ornaay, iHWoro Ha-
OaHHS BNEeBHEHOCTI Ta CynyTHiX nocnyr. B ctaTTi po3rnaHyTi piBHi HOPMAaTUBHO-NPABOBOrO PerynioBaHHS ay-
OUTY Ta OCHOBHI BigMIHHOCTI Y CTPYKTYpPi HOPMaTUBHUX aKTIB, WO perynoTb 34iNCHEHHA ayauTa Ta aygu-
TOPCLKOI AiANbHOCTI B YKpaiHi. BusHaueHo, wo gnsi 3abeaneyeHHs1 BUCOKOT SSIKOCTi MPOBEAEHHST ayANTOPCb-
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KX NepeBiIpOK B Cy4aCHMUX yMOBaXx AisNbHOCTI ayaAUTOPCbKMX dipM, pauioHanisaLii Ta nonerweHHsa ayguTtop-
CbKOi poBOTK, NOPIBHSAHHOCTi SIKOCTI POBOTU OKPEMMX ayaUTOPCHKMX OpraHisauin, 3B'a3Ky OKpeMUX €NeMEHTIB
ayanTOpPCbKOro Mpouecy, BMPOBaXEHHS B ayQMTOPCbKY MPaKTUKy HOBUX HAYKOBUX OOCHIMKEHb, a TaKoX
YCYHEHHS HeOoOXiAHOCTI KOHTPOIo 3 BOKY AepXaBu TOLLO, O NPU3BOAUTL A0 NpodecinHOoro pocty dipmu,
NiOBULLEHHS i1 PEUTUHTY Ta KOHKYPEHTHO34aTHOCTI Ha PUHKY ayaAMTOPCLKUX MOCNYr € 3aCTOCYBaHHSA BHYTPI-
LWHbOGIPMOBUX CTaHOapPTIB.

KnrouoBi cnoBa: ayanT, ayantopcbka LisnbHICTb, HOpMaTMBHE-NPaBOBE peryrnoBaHHS ayantopChb-
Kol gisnbHocCTi, MixkHapogHi cTaHAapT ayauTy, BHYTPIWHBOMIPMOBI CTaH4apTy ayauTy.
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