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BUDGETING AS THE COMPONENT
OF MANAGEMENT ACCOUNTING IN SECOND-TIER BANKS

Abstract. In article the concepts of "budgeting" are revealed, the entity and a role of budgeting as component of
management accounting are defined. The key principles of creation of budgeting system promoting framing of
criteria for monitoring and mechanisms for the best coordination of activities of second-tier banks are specified. The
study of the main questions of budgeting has great practical value for all banks as correctly developed budgets render
assistance to receiving the maximum income by banks.

Keywords: second-tier banks, management accounting, budgeting, planning, budget, centers of financial res-
ponsibility, center of expenses, profit center, business center, system of budgeting.

Effective and steady functioning of modern banks demands essential change of the organization and
methods of management and also information support of performance of their functions.

The modern conditions of conducting banking business in Kazakhstan which are characterized by
reduction of profitability on all main segments of the financial market, reduction of a percentage margin
and also increase in degree of riskiness of the made operations, have aggravated the whole complex of
economic problems of a domestic banking system which weren't so sharp in the conditions of the high
prices of oil and inflow of the speculative capital to a domestic financial system, etc.

Also in banks there are such problems as insufficient level of equity, technological and methodo-
logical backwardness from foreign banks and low economic efficiency of activity. In the context of the
solution of these problems the great value gets use of factors of intensive growth of activity of commercial
bank. There was a request of a business environment for creation and introduction in practice of instru-
ments for disclosure of internal reserves of efficiency growth of its activity and management accounting.

Budgeting which allows to make active the mechanism of integration of different types of banking
products and services acts as one of instruments of improvement of management for the purpose of
ensuring effective functioning of commercial banks.

Budgets induce to plan, to elaborate criteria for control and provide the best coordination of activity
of bank. In a complex, process of budgeting in the system of management accounting has to provide the
effective instrument of planning, control, assessment of results of activity, information exchange and
coordination of work of bank divisions. C. Drury notes that "after alternative options of actions are cho-
sen, they need to be included in process of drawing up the budget. The budget is the financial plan made
for implementation of various decisions made by managers" [1].

By preparation of the bank budget the macroeconomic tendencies of economical development, para-
meters of monetary policy of National Bank of Kazakhstan (discount rate, an official rate of currencies,
other indicators) for the current year, defining dynamics of development of the main passive rates and
placement of resources have to be considered.

It should be noted that the technology of budgeting can be used as for development of the statistical
budget, and flexible, quick budget that allows to do the forecast for a short period and to develop strategy
of actions depending on change of external market operating conditions of bank. At creation of system of
budgeting as a component of management accounting, it is regularly necessary to carry out the analysis of
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last and current tendencies and operating conditions in the market of banking products which can affect
reality of the forecast. It is necessary to create various scenarios of forecasts on the basis of changeable
indicators (interest rates and exchange rates, stock prices, the rate of inflation, risk degree, etc.) and also to
analyze their impact on strategic objectives and tasks of bank.

Process of drawing up the budget can be also powerful tool for stimulation of heads to achievement
of the goals of their centers of responsibility and, therefore, is more whole than all bank. Each head has to
know precisely what is expected from his responsibility center. The stimulating role of the budget is
shown even more if managers take active part in development of division budget.

By definition of Institute of the diplomaed operating management accountants (USA) the budget is
"the quantitative plan in terms of money prepared and accepted till a certain period, which is usually
showing the planned income size which has to be reached and (or) expenses which have to be lowered
during this period, and the capital which needs to be attracted to achievement of this purpose” [2, pa-
ges 43-44].

Aim budgeting, as scientists [.A. Nikonov and R.N. Shamgunov have noted, "creation of the financial
plan of work of the bank focused on strategy realization, achievement of the main strategic objective" by
[3, page 174].

Budgeting, according to A. A. Kitayev, is impossible without allocation of the centers of res-
ponsibility managing on the principles of self-financing and intraeconomic calculation between them [4,
page 14]. That is confirmed by such scientists as V. Chaussov with V. Nekrassov who define budgeting as
"a part of management accounting and also a number of organizational works on business management"
[5]. The prominent scientist in the field of management accounting M.A. Vakhrushina, have noted that "a
subject of accounting management accounting is production activity of the organization and its separate
structural divisions (segments) called by the centers of responsibility" [6, page].

At creation of system of budgeting by banks the basic principles (figure 1) surely have to be observed.

Thus, budgeting, in our opinion, is a part of management accounting, at the same time, budgeting
begins from creation of financial structure, i.e. are allocated the CFD (the centers of expenses, the centers
of profit). The efficiency of budgeting depends on how responsibility between division of bank in many
respects is distributed.

The content and structure of the centers of account defines financial structure of bank which, as a
rule, not always coincides with its organizational structure.

In opinion of doctor of physical and mathematical sciences M. V. Vigdorovich: "important difference
between the center of profit and the center of expenses is that at the first the revenues of the profit and loss
report are formed due to "external" receipts from clients of bank, whereas at the center of profit the reve-
nues can be formed only due to the "internal" receipts provided due to service of other bank divisions" [7].

The budget consists of the annual budget and the quarter, semi-annual corrections made in connection
with specification of the budget. The annual budget is formed for one calendar year with breakdown on
months and on quarters. According to us, the annual budget is the instrument of medium-term planning
and a reference point for drawing up quarter, semi-annual adjustments. Quarter adjustments are subject to
instruments of short-term planning. The basic period of short-term planning is the quarter presented by the
month. At the same time quarter adjustments specify quarter plans of the annual budget.

The annual budget of bank has to will include the following forms (figure 2).

— The budget of assets and liabilities consist of the average monthly and quaterly average balances
under items of the qualifier of assets and liabilities in a section of the approved list of banking products,
average monthly/quarterly interest rates for banking products and interest income and expenses as the
bundle of the quaterly average balances and interest rates;

— The financial plan includes monthly and quarterly operating income and expenses under articles of
qualifiers of income and expenses in a section of banking products and also monthly / quarterly overhead
costs;

— Plan of key efficiency indicators contains of planned quarterly values under items of the qualifier of
efficiency indicators.

— The estimate of overhead costs unites the plan of quarterly and monthly payments for articles of
overhead costs. It should be noted that within the estimate the following types of expenses (figure 3) are
separately planned.

— 3 ——
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The principles of creation
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Figure 1 — The basic principles of creation of budgeting system in second-tier banks
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Budget of assets Annual budget Financial

and liabilities of bank plan

Plan of‘ke}‘/ Overhead budget
performance indicators
Figure 2 — Forms of the annual report of bank
Overhead cost sheet
Conditional and Conditional and Expenses of target

constant expenses variable expenses (cost projects (cost sheet

(passport of division) sheet of development) of target projects)

Figure 3 — The main types of expenses of bank entering the overhead cost sheet

The passport of division represents the budget of the overhead cost sheet connected with maintenance
of work of division and have constant character.

The cost sheet of development represents the budget of the overhead costs and capital investments
directed to financing of the current requirements of divisions for modernization of the equipment, the
operational solution of the current tasks and respect for the quality standards.

The cost sheet of target projects is formed proceeding from strategic objectives of bank and also
proceeding from requirements of bank branches for implementation of target projects. The cost sheet of
projects is formed of expenses on implementation of target projects which meet the criteria of payback
accepted in bank, have single character and are aimed at the development of business of branches and
bank in general.

The budget is conducted by bank at two interconnected levels — at the level of accounting and at the
level of management accounting. At the level of accounting maintaining personal accounts in a section of
the CFD, clients, banking products and articles of the budget is provided.

For the actual budget implementation analytical account of household expenses is kept in a section of
the CFD, articles of the estimate of overhead costs.

At the level of management accounting the following corrections of expenses of bank (figure 4) are
conducted.

Structural divisions of bank carry out expenses within the approved budget according to the
established articles and the volume of means. Responsibility for performance of indicators of the budget is
conferred on heads of the Centers of profit and the Centers of expenses.

— 34 ——



ISSN 1991-3494 Ne 6. 2017

Correction of bank expenses
Redistribution Personification
of profitable and (reference) of overhead
account positions costs of the CFD at the
on the basis centralized payment
of internal contracts of accounts of suppliers
between divisions by Head office
Compensation < > Allocations (distribution)
for resources of all-bank expenses
on the basis on the basis of the approved
of transfer pricing economically reasonable
system bases of distribution

Figure 4 — The directions of corrections of the expenses made by bank

In the course of preparation of budgets it is required to observe requirements imposed to budgeting
from consumers of information. In our opinion, the budget has to:

- to contain the reliable information coinciding with data of accounting about the actual financial
state of bank in general and his separate divisions;

- to contain sufficient information for carrying out analytical work, calculation of various
coefficients, indicators according to the technique accepted in bank and the algorithms approved by the
management;

- to serve as the effective instrument of the current administrative control,

- to give necessary information for planning of future income and expenses.

Budgeting implementation, as the domestic scientist of S. T. Mirzhakypov considers, assumes the
solution of questions:

- developments of the main organizational stages of budgeting of business centers;

- definitions of interaction of business centers, department of budgeting and budgetary committee;

- accounting of requirements to documents of budgeting (plans, budgets and reports on their perfor-
mance). The budgetary control of business centers is offered to be exercised on the basis of the daily
reporting (for not operating expenses placed and the attracted resources and average rates of placement
and attraction) and also planned reports in a month and quarter (with the indication of deviations from the
plan and their exact reasons)" [8, page 42].

Therefore, the main goal of budgeting comes down to increase in financial and economic efficiency
and financial stability of bank by coordination of efforts of all divisions to achievement of final,
quantitatively certain result.

According to A. A. Konyaev, formation and improvement of budgeting system of commercial bank
depends on a number of fundamental conditions: development of the reasonable concept of improvement
of activity of a banking system in general; existence of own development strategy of commercial bank.
Strategy as set of the interconnected actions directed to maintenance of competitive advantages has to
reflect the quantitative purposes of development of bank, ways and methods of their achievement and
high-quality internal changes in bank which have to be carried out for increase in efficiency of its
functioning [9, page 27].
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In order that process of budgeting carried out the main objective — granting timely and reliable
information to top managers of bank for management of activity of bank, it is necessary to develop the
working program. According to M.A. Rodionov, this document, has to include the next highlights:

— description of stages of drawing up budgets;

— terms of their performance;

— accurate definition of responsible persons for each stage of the budgetary process and level of their
responsibility:

— time frames of the period of the budget formation [10, page 71].

The system of budgeting, being the instrument of management accounting, significantly increases
effective management of finance of bank, warning about irrational use of financial resources, both at a
planning stage, and at a stage of control of their use.

It is necessary to agree with N. S. Vlasov's opinion that budgeting has to take place in a control
system of the organization as allows the management to plan production and financial activity, to carry out
the operational analysis of its results and to make effective administrative decisions [11, page 56].

Thus, activity of bank allows to plan budgetings so to provide it the greatest possible profit with the
minimum expenses in the conditions of variability of market condition. Of course, it is connected with
inevitable financial risk, especially in modern conditions of Kazakhstan, but correctly carried out
budgetings will allow to minimize risk.
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. E. Mbin6aeBa
VYuausepcurer HAPXO3, r. Anmatsl, Kasaxcran

BIOJKETUPOBAHHUE KAK COCTABHAS YACTb
YHPABJIEHYECKOTI'O YYETA B BAHKAX BTOPOI'O YPOBHS

AnHOTanusi. B craTbe pacKphITHl MOHATHS «OIOJKETHPOBAHME), ONPENENICHbl CYIIHOCTh W POJb OOIpKe-
TUPOBAHUsI KaK COCTABHOM YaCTH YIPABICHUYECKOTO y4eTa. Y TOUHEHBI KIFOUYEBBIC MPUHIUIBI IOCTPOCHUSI CUCTEMbI
OIO/KETHPOBAHHUSI, CIIOCOOCTBYIOIIME BBIPAOOTKE KPUTEPHUEB Ul KOHTPOJS M MEXaHU3MOB JUIS JIydlieil Koop-
JIMHALMH IS TeIbHOCTH OAaHKOB BTOPOI0 YPOBHsL. M3ydeHHe OCHOBHBIX BOIIPOCOB OIO/PKETHPOBAHUE UMEET JUIS BCEX
0aHKOB OOJBIIOE MPAKTHYECKOE 3HAUCHHE, TaK KaK MPAaBHIILHO pa3paboTaHHBIE OIOMIKETHl OKA3bIBAIOT CONEHCTBUS
MOJY4EHHI0 OaHKaMU MaKCUMAJIbHOTO I0XO/a.

KaioueBble ciioBa: GaHKM BTOPOTO YPOBHS, YIPABJICHUECKHH Y4eT, Ol0/KETUpOBaHKe, IJIaHUPOBaHUE, OK0/-
KET, UEHTPbl (PMHAHCOBOW OTBETCTBEHHOCTH, IIEHTP 3aTpaT, LEHTP NPHOBUIN, OM3HEC-LIEHTpP, CUCTeMa OFOJDKETH-
poBaHus.
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HAPXO3 Yuusepcurerti, Anmarsl, Kazakcran

BIO/UKETTEY EKIHIII JEHTENJIETT
BAHKTEPJETT BACKAPY ECEBIHIH KYPAMJIAC BOJIITT PETIH/E

AnHoTanus. Makanana «OHOKETTey» YFbIMBI alllbUIFaH, OFJKETTEY/IiH 0ackapy eceOiHiH 0acThl Kypamaac
Oeutiri petiHzeri posii MeH MoHI aHbIKTaFaH. ExiHmIi reHreiaeri OaHKTEpiH KbI3METTEPIH MEHIIIHIIE XKaKChl YHbIM-
JIaCTBIpY MEH Oakpuiay YILIIH OacThl KPUTEpHsUIApBIH JKAacaKTayFa dCepiH THUTi3eTiH OIoKeTTey KYyHeciH KypyablH
OacTbl Karuaanapsl HAKThUIAHFAH. BIopKeTTeyNiH HETi3ri cypaKTapblH 3epTTey O0apiblK OaHKTEp YLIIH YJIKEH TaXKi-
pubenik MoHTe He, cebebi TyphIC JKacaKTalFaH OIODKETTep OAaHKTEPMEH HEFYPIIBIM >KOFaphl Maiiia amyFa BIKITaJIbIH
eTei.

Tyiin ce3mep: ekiHmi aeHredzeri 6aHkTep, Oackapy ece0i, OIOKETTEy, JKOocmapiay, OOKET, KapiKBUIBIK
KayanKepLILTiK OpTaJbIKTaphl, IIBIFBIHAAP OTPAJIBIFEI, MTali1a OPTaJIbIFbL, ON3HEC-OPTANIBIFEI, OI0JDKETTEY XKYyHeci.
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