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NAS RK s pleased to announce that Bulletin of NAS RK scientific journal has been
accepted for indexing in the Emerging Sources Citation Index, a new edition of Web of Science.
Content in this index is under consideration by Clarivate Analytics to be accepted in the Science
Citation Index Expanded, the Social Sciences Citation Index, and the Arts & Humanities Citation
Index. The quality and depth of content Web of Science offers to researchers, authors,
publishers, and institutions sets it apart from other research databases. The inclusion of Bulletin
of NAS RK in the Emerging Sources Citation Index demonstrates our dedication to providing the
most relevant and influential multidiscipline content to our community.

Kasakcman Pecnybnukacbkl ¥nmmabiK fbiibiM akademusicbl "KP YFA XabapwbiCbl” fbiibIMU XKypHa-
nbiHeiH Web of Science-miH xaHanaHraH Hyckacbl Emerging Sources Citation Index-me uHOekcmeryee
KabblindaHraHbiH xabapnaliobl. byn uHOekcmery 6apbicbiHOa Clarivate Analytics KomnaHUsICbi XypHanobl
o0aH opi the Science Citation Index Expanded, the Social Sciences Citation Index xoHe the Arts &
Humanities Citation Index-ke kabbinday mecerneciH Kapacmbipyda. Web of Science sepmmeyuwinep,
asmopnap, bacnawbinap MeH MeKkemesiepee KOHMeHm mepeHdiai MeH canacbiH ycbiHaobl. KP ¥FA
XabapwebicbiHbiH Emerging Sources Citation Index-ke eHyi 6i30iH KoramMOacmbiK YWiH eH e3eKmi oHe
6edendi mynbmuducyunnuHapibl KOHMeHmke adasndbifbiMbi30bl 6indipedi.

HAH PK coobwaem, ymo Hay4Hbll xypHan «BecmHuk HAH PK» 6b1n npuHsam 0nsi uH0ekcuposaHusi
e Emerging Sources Citation Index, obHoeneHHol sepcuu Web of Science. CodepxxaHue 8 3mom UHOeK-
cuposaHuu Haxodumcsi 8 cmaduu paccmompeHusi komrnaHuel Clarivate Analytics 0ns OanbHelwezo
npuHamus xypHana e the Science Citation Index Expanded, the Social Sciences Citation Index u the Arts
& Humanities Citation Index. Web of Science npednacaem kauyecmeo u 2aiybuHy KOHmMeHma Orns
uccnedoeamenel, asmopos, usdamenel u y4pexdeHul. BknoueHue BecmHuka HAH PK e Emerging
Sources Citation Index demoHCcmpupyem Hawy [pPUBEPXKEHHOCMb K Hauboree akmyarnbHOMY U
enusimesisHoMy MynbmuducyuniuHapHoOMy KOHmeHmy 0515 Hauea2o coobuwecmea.
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METHODOLOGICAL ASPECTS OF ORGANIZATION OF ACCOUNTING
IN THE STATE SECTOR OF THE REPUBLIC OF KAZAKHSTAN:
ON CASH BASIS AND ACCRUAL BASIS METHOD OF ACCOUNTING

Abstract. The article is devoted to methodical aspects of recognition and accounting of incomes and expen-
ditures of state institutions in the conditions of reforming the accounting system in the public sector of the Republic
of Kazakhstan. The article presents the results of the conducted study on the transition from the cash method to the
accrual method in accordance with international standards of financial reporting of the public sector. In the course of
the research, methods of critical analysis and comparison of the methodological foundations of historically
developed accounting practices and a new evolving accounting system were used.

Keywords: public sector, accounting, cash method, accrual method, international public sector financial
reporting standards (IPSAS).

As part of the transition program on reforming the accounting system in public institutions to the
accrual basis method, there were identified tasks for the formation and implementation of new accounting
rules and other regulatory legal acts on the organization of accounting and the formation of financial
statements in accordance with a new methodological basis.

The traditional methodological basis of accounting in public institutions on a cash basis allowed to
fulfill the primary tasks of providing accounting information on the implementation of financing plans and
control over the targeted use of budget resources.

In the article "Transition to Accrual Accounting. Technical notes and manuals", prepared by em-
ployees of Fiscal Affairs Department IMF Abdul Khan and Stephen Mayes stressed the importance of
switching to the accrual basis: "At the macrofiscal level, the importance of accrual accounting for macro-
economic policy arises from the fact that it measures assets and liabilities that are relevant to the overall
stance of fiscal policy and fiscal sustainability, but which are not measured by cash accounting. An accrual
accounting framework is essential to systematically determine the full costs of a government’s activities.
Full cost information (including noncash costs such as depreciation, and accrued civil service pensions) is
essential for assessing the efficiency of government services and thus is a key element of any public sector
performance management framework".

In the conditions of accounting organization in public institutions which act in accordance with a cash
basis method the classification by the source of financing was adopted as a methodological foundation for
the record expenditures.

This methodological approach allowed to realize accounting and operational control of the targeted
use of allocated budget funds, so far as the accounting records for each type of expenditure corresponded
directly with the appropriate accounts of allocated funding.

For the accounting of budget financing processes by public institutions, the following accounts of the
"Financing" section were set aside: expenditure financing of the public institution and other activities from
the budget; financing of capital investments from the budget; financing from other budgets; transfers
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financing; other funds for the maintenance of a public institution; financing of projects from external loans
and related grants [1].

For expenditure record purposes of budget funds by public institutions, the accounts were set aside to
reflect the process of using budget funds on a cash basis in order to compare the amounts of received
financing and their intended use.

For the purposes of expenditure records by the government agencies, the following accounts were
provided, which were combined into a single group, called "Expenditures on the Budget" [1]:

At the end of the accounting period, the expense accounts were closed to the corresponding accounts
of the received financing, which allowed to estimate their intended use.

Thus, the distinctive feature of the pre-existing accounting system on the cash basis method was the
recognition and subsequent closing of the accounting expenditure records to the accounts of the relevant
type of financing, which was not aimed to determine the financial results for the accounting periods.

The accrual method is aimed to recognize and correctly correlate income and expenses for reporting
periods in order to assess the effectiveness of resource use.

In the article of Yuri Biondi and Michela Soverchia "Accounting Rules for the European Commu-
nities: A Theoretical Analysis" pointed out the following: “The accounting system shall first establish
expenses that correspond to the period of reference and then match revenues that accrued to that period,
covering those expenses over time. This period — based matching avoids difficulties related to determining
the imputation of expenses to the activities accomplished during the period, in order to match all the cor-
responding contributions to the same activities (Anthony, 1978). In our framework, contributions and
expenses can be matched by taking the occurrence period as a reference. In this way, expenses are con-
sidered to be independent of contributions. Contributions are then matched not only with expenses and
corresponding activities but also with the period of reference (this is usually done for taxes and assimilated
inflows)” [3].

In the conditions of transition to the accrual basis method in accordance with the new methodological
fundamental, the expenditure records in public institutions is organized by separate accounts in order to
account for costs by item, by type of expenditure.

Thus, within the framework of the new methodological fundamental, the expenditure record of the
public institution is organized according to the types of expenses and the records for the accounting of
expenses are intended for the separate expense bookkeeping: wages (salaries), depreciation of long-term
assets, social tax, rent, municipal payments, etc.

In accordance with the new methodological fundamental the accounts for the expenditure record of
public institutions do not have no direct relationship with the accounts of the relevant types of financing,
and accordingly do not directly correspond with the financing accounts, and allow to determine the finan-
cial result at the end of the reporting period on an accrual basis method by closing the accounts of
expenses and incomes to the final account for recording the financial result of the reporting year.

To disclose the full information, straightforwardly in the profit and loss statement or in the footnote
each entity must provide with the expense breakdown into the subclasses using the classification which is
based on the nature of expenses or by its functional purpose.

Items of expenses are divided into subclasses in order to highlight costs and reimbursement of costs
for specific programs, activities or other segments.

To record for expenses, the accounts are assigned to the classification groups: operating expenses,
budgetary payments, asset management costs, and other expenses.

Subsection "Operating expenses” includes separate articles by types of expenses: labor costs; expe-
nses for the payment of scholarships; the cost of additional pension contributions; expenses for social tax;
expenses for compulsory insurance; expenses for reserves; travel expenses; expenses for utility payments
and other services; expenses for current repairs; expenses for depreciation of long-term assets; expenses
for settlements with the budget; expenses on rent; other operating expenses.

Subsection "Expenses on budget payments" contains the following items: Transfers costs; Expenses
for the payment of pensions and benefits; subsidy costs; expenses related to the payment of subventions.

Subsection "Expenses on asset management” includes the following articles: expenses on remu-
neration; other expenses for asset management.




ISSN 1991-3494 Ne 3.2018

The sub-section "Other expenses” consists of items for recording expenses from changes in fair
value; expenses on retirement of long-term assets; foreign exchange losses; costs from impairment of
assets; expenses for creation of reserves and other expenses.

The transition to the accrual basis method allows to include in the content of profit part of the profit
and loss statement income from asset management, including the receipt of a part of the net income of the
investment object, dividends on state shareholdings and income on equity interests in legal entities,
income from property leases that are income of the budget [2].

The structure of the report about the financial activity of the public institution is also constructed by
types of costs, which makes it possible to substantially simplify the preparation of the report, and to
increase transparency in order to implement the principles of completeness, clarity, control and
accountability. So sections "Expenses of the public institution" and "Expenses on budgetary payments"
contain an itemized classification of expenses, allowing to implement the principle of reporting the results
of financial activity by type of expenditure [2].

Subsection "Expenditures of a public institution" includes the following itemized breakdown: wages;
scholarships; taxes and payments to the budget; expenses for reserves; travel expenses; utility expenses;
lease payments; the content of long-term assets; communication services; depreciation of assets;
impairment of assets; other operating expenses.

Subsection "Expenses on budgetary payments" contains information in the context of the following
articles: pensions and benefits; subsidies; transfers.

Income in the profit and loss statement is presented in three sections: income from exchange trans-
actions, income from non-exchange transactions and income from asset management.

Subsection "Revenues from non-exchange transactions” contains the following items: financing of
current activities; financing of capital investments; transfers; sponsorship and charitable help and others.

Subsection "Revenues from exchange transactions" includes: income from the sale of goods, works,
services; incomes on remuneration; other revenues from asset management [2].

For the accounting records of income of public institutions the following account are set aside which
allow to distinguish income from non-exchange transactions and income from exchange transactions. To
record income from non-exchange transactions, the separate accounts by types of income are provided:
income from financing current activities; income from financing of capital investments; income from
transfers; income from financing for the payment of subsidies; income from sponsorship and charity;
income on grants; income from financing from external loans; other income from non-exchange trans-
actions. And separately there is an account for adjusting the recognized income if there is a return of
budget balances.

To account income from exchange transactions, there are accounts for the accounting of income from
the sale of goods, works and services; income on remuneration; other income from asset management.
And for the separate accounting record of other income, which is related mainly to the need to adjust the
value of articles in accordance with the requirements of international standards and with non-monetary
items of income, including: income from changes in fair value; income on disposal of long-term assets;
income from gratuitous receipt of assets; income from exchange rate differences; income from
compensation for losses and other income [3].

Accounting of income and expenses on non-exchange transactions. Financing of public institutions is
classified by the following types: financing of operating activities and financing of capital investments.

Financing of operating activities is aimed for the spending of allocated funds at the amount of
planned purposes for payment of obligations of a government agency in accordance with the plan. Month-
ly for the amount of allocated financing of operating activities, the public institution recognizes income in
the current period, with the correspondence on the debit of the accounting records of planned
purposes(cash) and on the credit side accounts income from financing of operating activities.

In accounting of the income from financing of capital investments, the following accounting problem
was identified: the reporting period in which funding is allocated does not coincide with the reporting
period in which services will be rendered or work performed.

Thus, the established order of accounting of income from financing of capital investments is not
directed to get solution of the correct recognition and income and expense assignment tasks for reporting
periods.
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In the process of reformation of the accounting system for the purpose of gradual transition to the
accrual basis method, two alternatives of recognition and accounting of operations for financing of capital
investments were consistently applied.

At the first stage of the accounting system reform from January 1, 2013 to January 1, 2016, the first
version of the transitional rules for accounting for financing of capital investments was developed to
ensure a smooth, gradual transition from the cash basis method to the accrual basis method in the public
sector of the economy [3, 4].

In accordance with the original version of the accounting, the amount of financing received for
capital investments was recognized on the credit side 5011 "Financing of capital investments", which is a
balance sheet item "Net assets/equity", followed by write-off to the income account (account 6020 "invest-
ments") in the amount equal to accrued depreciation expense [3, 4].

At the first stage of the reform this allowed to balance (equalize) the recognition of expenses for
depreciation of long-term assets and amounts of recognized income for reporting periods.

This approach is close to the modified accrual basis method.

The initial version of accounting for financing of capital investments was almost borrowed from the
practice of accounting for government subsidies in the private sector, which also indicates possible
situations for the convergence of the methodological provisions of international standards for private
(IFRS) and public sectors (IPSAS).

Accounting of income and expenses for of exchange operations, accounting for settlements with the
budget for amounts that are budget revenues. The particularity of the accounting organization by a public
institution of the settlements with the budget for revenues which is subject to the transfer to the budget is
the adoption of a methodological approach for the simultaneous recognition of accrued income from
exchange transactions and accrued expenses for corresponding revenues subject to transfer to the budget.

This methodological approach allows not only to simultaneously recognize accounts receivable on
accrued income, but also accounts payable for settlements with the budget. The content of this metho-
dological approach can be illustrated by the following example.

This methodological approach has several advantages.

First, it allows us to take into account not only the incomes and expenditures of a separate public
institution in the context of relative isolation of accounting subjects with allocated separate resources, but
also incomes from exchange operations administered by public institutions, but which are budget revenues.

Secondly, the simultaneous recognition of accrued income and expenses will allow, at consolidation,
at the same time to exclude mutual settlements between the "Resource Provider" and the "Recipient of
Resources", as well as the relevant financial authorities.

When calculating income from exchange operations, an accounting entry is made on the debit side by
accounts receivable account 1231 "Short-term accounts receivable of buyers and customers" and on the
credit side by the income from exchange operations account. At the same time, the public institution's
obligation to the budget for funds received from the sale of assets is recognized as reflected in the entry:
the debit side by 7120 "Costs for settlements with the budget" account and the credit side by 3131 "Short-
term payables to the budget for income from sale of assets" sub account.

When paying accounts payable to the budget, an entry is made on the debit side by 3131 "Short-term
accounts payable to the budget for income from sale of assets" sub-account and a credit side by 1231
"Short-term accounts receivable of buyers and customers" sub-account, corresponding subaccount / cash
account of the Chart of Accounts [5, 6] .

The methodological approach applied at the first stage of the reform made it possible to compare
incomes and expenditures by periods in equal amounts, i.e. to counterbalance them, which for the
compilers of financial statements of public institutions that used the cash basis method of recognizing
income and expenses before the reform, it was more familiar and understandable.

At the second stage of the reform, the changes were introduced to recognize operations to finance
capital investments.

Taking into account the amendments made to the Accounting Rules, the amount of allocated funding
for capital investments in the budget account of a public institution is subject to recognition as part of
income: on the debit side by the planned appointment, under the credit side by the income account 6020
"Incomes from financing of capital investments" 3, 4].
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Based on the results of the study, the following methodological aspects of the developing accounting
system in the public sector of the Republic of Kazakhstan should be determined:

— firstly, in the transition from the cash basis method to the accrual basis method, the changes was
implemented to the classification approach that accounts incomes and expenditures, from the classification
that allows the record of expenditures to be carried out in close coordination by sources of financing, to a
detailed classification of expenditures by type of expenditure;

— secondly, from the intermediate version of the organization of accounting of incomes and
expenditures on capital investments, which reflects the modified accrual basis method, proceed to full
compliance with the accrual method requirements;

— thirdly, the opportunity to apply methodological approaches to recognize non-monetary items of
income and expenses, including such as depreciation of long-term assets, impairment of assets, income
and expenses from adjustments to the value of assets at fair value, exchange rate differences and others.

— fourthly, a lot of work is being done to create a single balance holder, which is based on a new
methodological basis for transferring and recognizing assets on the balance sheet of a single authorized
state body.

Thus, the financial statements prepared on the accrual basis method allow to implement the concep-
tual principles with respect to the accounting of public resources, as well as assessing the effectiveness of
activities, and assessments not only from the point of view of their target, but also their effective use.

Reforming the accounting system is aimed at solving urgent problems in assessing the effectiveness
of using budget funds, and will later allow the introduction of a results-based budgeting system, which is
the basis for improving the level of governance, accountability and control in the public sector of the
economy.
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BYXTAJITEPJIIK ECENITIH 9 AICTEMEJIIK ACHHEKTIJIEPI:
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Annotanus. Makanana Kaszakcran PecriyOnukachiHBIH MEMJICKETTIK CEKTOPBIH/IA OYXTaJITePIIiK eCell KYHeciH
pedopmanay >xarmaiiblHIa MEMIJIEKETTIK MHCTHTYTTap/AbIH KipiCTep MEH LIBIFBICTapIbl €CENKe adyAblH oMiCTeMEIiK
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JKOHE CBIHU TaJlIay KOJITaHBULIBL.
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Annotanusi. CTaTbs TOCBSIIIEHA METOAWYECKHM aclleKTaM IMPH3HAHMS M ydeTa JOXOJIOB M PacXOJlOB TOCY-
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