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Abstract. The article summarizes the practical experience of implementing a reformed
methodology for accounting the activities of domestic budget institutions on the example
of revenue recognition of higher education state institutions. This article outlines the basic
requirements for budget planning, control over the targeted rational use of budget funds
that specify an appropriate classification of revenues as objects of accounting and their
objective measurement. The objective of the article is: generalization of issues discussed at
the stages of implementing the reformed revenue recognition of budget institutions on the
examples of HEIs; justification of an alternative to measure economic rewards of
transactions financed from budget funds and own revenues. The main tasks of the study
are: an estimate of the application of revenue recognition principles of higher education
state institutions as for their compliance with the International Accounting Standards for
the public sector, ensuring the reliability of accounting data, taking into account the
regulatory framework for the allocation and accounting of budgetary funds in Ukraine.
The article presents an analysis of the transformation of revenue recognition arising from
exchange and non-exchange business transactions. Alternatives to supplement the current
National Accounting Standards (standard) for the public sector “Revenues” on the
classification of revenues, their presentation in the accounts are proposed on the outcome
of the analysis. Detailing the time, form, intended use of the received economic benefit in
the form of assets causes the need for a qualitative expansion of the measurement of
revenue recognition through the valuation of: economic benefits (cash inflows received as
a result of transactions of an entrepreneurial nature), socio-economic benefits (economic
benefits, measurement of which takes into account both direct acquisition of assets, as
well as a documented measurement of the impact of the transaction on enhancing
economic benefits on the outcome of the social program implementation), socio-economic
effect (intangible socio-economic benefits received by HEISs).
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higher education institutions, national accounting standards.
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OLITHKA AOXOAIB AEP)KABHUX 3AKAAAIB BUIIOI OCBITU
3A ITPMHUUITAMY PE©OOPMOBAHOTI'O BIOA’KETHOTI'O OBAIKY

AHoranisa. Y craTTi y3araAbHeHO NMPaKTUYHUIL AOCBiA YIIPOBaA>KeHHA pedOopMOBaHOI
METOAUKU ODOAIKY AISIABPHOCTI BITUM3HSIHMX OIOAJKETHUX YCTAHOB Ha IPUKAAAI OOAIKY
AOXOAIB AepsKaBHUX 3aKAaAiB Buioi ocBitu (3BO). OCHOBHOIO METOIO TPOBEAEHOTO AO-
CAIA’KEHHS € OLjiHKa 3aCTOCYBaHHsI NMPUHLUIIB 00AIKY AOXOAIB AepkaBHMX 3BO Ha
MpeAMET IX BiATIOBiAHOCTI MiI>XKHapOAHUM cTaHAAPTaM 00AIKY AASL AEP’KaBHOIO CEKTO-
Py, 3a0e3medyeHHs AOCTOBIPHOCTI 0OAIKOBUX AQHMX 3 YpaXyBaHHsIM HOPMAaTUBHOI 6a3nu
PO3IOAiAy Ta 00AiKY Or0A>KeTHUX KOWITIB B YKpaiHi. [TpoBeaeHo aHaAi3 TpaHcdopmanii
00AIKYy AOXOAIB Bip 0OMiHHYX | HEOOMIHHMX TOCIIOAQPCHKMX OIEpallill, 32 pe3yAbTaTaMu
SIKOTO 3aIPONIOHOBAHO AAbTEPHATUBHU LOAO AOMOBHEHHSA YyMHHOro HauioHaapHoro mno-
AOXeHHs (CTaHAAPTY) OYXTaATEPCHKOTO OOAIKY AASI AEP’KAaBHOTO CeKTOpy “Aoxoan” 3
nuTaHb Kaacudikauil AOX0AIB, IX BiAOOpakeHHS Ha paXyHKaxX OyXraATepCbKOro 00AiKy.

KarouoBi caoBa: 010AXKeTHMIT 00AIK, AOXOAM Bip 0OMiHHMX omepaliit, 610AXeTH] ycTa-
HOBM, 3aKAaAY BUIIOI ocBiTy, HanjioHaAbHI cTaHAQPTH OYXTaATEPCHKOTO OOAIKY.

Ta6a. 2. Puc. 3. Air. 14.

A.T. AoBuHcKasn

[OKTOP S5KOHOMMYECKMX HayK, Npodeccop, uneH MeTofonornyeckoro coBeta no Gyxrantepckomy yyety
npv MuHMCTEPCTBE GMHAHCOB YKpauHbI, 3aMeCcTuTeNb AYPeKTopa No HayyHoii pabote HADU

T'YHY “Akagemus drHaHcoBoro ynpasnenus’, Knes, YkpanHa

C. A. AeBuinikasn

[OKTOP 9KOHOMUYECKMX HayK, npodeccop, npodeccop Kadeapbl yueta 1 ayanTa HauroHanbHOro
YHMBepCUTETa BOAHOIO X03A/CTBa U NPUPOAONO0b30BaHKs, POBHO, YkpanHa

H. 1. Cymxko

KaHAMAAT SKOHOMUUYECKMX HayK, IOLIEHT, 3aBeAlytoLLas OTAEI0M MeTOLOoNorMmM GyXrantepckoro yyeTa
HUOW TYHY “Akapemusa ¢rHaHcoBOro ynpasneHus’, Knes, YkpanHa

OLIEHKA AOXOAOB I'OCYAAPCTBEHHBIX 3ABEAEHIII BBICIIETO
OBPA30OBAHMS IO MPYHLIMITAM PEGOPMVPOBAHHOTO
BIOAJKETHOI'O YYETA

AnHoTanus. B crarbe 00001eH IPaKTUYECKMIT OIIBIT BHEAPEHUsT PehOPMUPOBAHHOI
METOAVIKU YYeTa AeSITEABHOCTU OTE€YEeCTBEHHBIX OI0AYKETHBIX YUPEKAEHUIT HA TIPUMepe
y4eTa AOXOAOB FOCYAQPCTBEHHBIX 3aBeAeHMI Boiciiero oopasosanus (3BO). OcHoBHOM
LIEABIO IIPOBEAEHHOI'O MICCAEAOBAHUS SIBASIETCSI OLIEHKA [IPUMEHEHUsI IPUHLUIIOB y4YeTa
AOXOAOB rocyaapctBeHHbIX 3BO Ha mpeAMeT MX COOTBETCTBMSI MesKAYHapOAHBIM CTaH-
AQpTaM y4yeTa AASI TOCYAQPCTBEHHOIO CEKTOpPa, 00ecreyeHns AOCTOBEPHOCTHU YIETHBIX
AQHHBIX C yYeTOM HOPMATMBHOI 0a3bl PACIpeAEAeHNsI U yueTa OIOAKETHBIX CPEACTB B
VYkpanne. OcyijecTBAeH aHaAu3 TpaHCPopMaLMU ydyeTa AOXOAOB OT OOMEHHBIX U
HEOOMEHHBIX XO3SIICTBEHHBIX OIlepaliuil, MO0 PEe3yAbTATaM KOTOPOTO IpPeAAOKEHBI
AABTEPHATUBBI, KaCAIOLIeCs] AOTIOAHEHMS AeMCTBYoIero HaijnoHaAbHOrO OAOXKEHM ST
(craHpapTa) OYXraATEpPCKOIO yyeTa AASI TOCYAQPCTBEHHOTO CeKTopa “AOXOABI” ITO KAAC-
CUGUKALIMY AOXOAOB, X OTPAKEHMSI HA CUeTaX OyXIraATEPCKOro yyera.
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KaroueBble caoBa: OIOAKETHBIN y4YeT, AOXOABI OT OOMEHHBIX OIlepaluil, OI0AKeTHbIE
yUPEXAEHMUSI, 3aBEA€HMsT BbICcLero obpasoBanusi, HaljmoHaAbHbBIE CTAHAAPTHI OyXTaA-
TEPCKOro y4era.

The strategy of updating the accounting system in budget institutions are aimed
at creating a unified information provision of the economic activity of public sector
entities (other than state-owned enterprises), at the stages of its completion. The main
objective of the Strategy is to provide the activity management of higher education
state institutions with effective accounting and analytical information that meets the
principles of International Public Sector Accounting Standards (IPSAS).

The most controversial issues at the stages of the implementation of National
Public Sector Accounting Standards (NPSAS) are the methods of accounting for
revenues and expenses of budget institutions, including higher education state
institutions (hereinafter referred to as HEIs).

Current requirements for budget planning, control over the targeted rational
use of budget funds give rise to an appropriate classification of revenues as objects
of accounting, their objective measurement, high analytical level of registration
on accounts and in the financial reporting statement.

Revenues and expenses arising from exchange and non-exchange transactions
are important indicators of the updated forms of financial reporting. In 2017 for
the first time The Ministry of Education and Science (MES) of Ukraine produced
financial statements in accordance with NPSAS 101 “Presentation of Financial
Statements”. In particular, the analysis of statement No. 2 “Financial results
statement” makes it possible to draw the following conclusions.

The total amount of revenues received in 2017 is 55,264.6 million UAH, of
which 31,183.3 million UAH (56.43%) accounts for revenues arising from exchange
transactions, 24,081.3 million UAH (43.57%) revenues arising from non-exchange
transactions. The structure of revenues arising from exchange and non-exchange
transactions is shown in Figure 1.

Revenues from the rendering of services
(the execution of works)

28,56 \

Other revenues arising
from non-exchange operations

44

Budget allocations
70,59

Other revenues arising
from exchange transactions

0,55

Financial revenues
0,26

Revenues arising
from the sale of assets

Transfers
95,6

0,04

Figure 1. Significant share of revenues arising from exchange
and non-exchange transactions of MES in 2017, %
Source: Ministry of Education and Science of Ukraine. (2018). Consolidated report of the Ministry of

Education and Science for 2017. Retrieved from https://mon.gov.ua/storage/app/media/budzhet/
2018/04/03/zvit-mon-za-2017-rik.pdf [in Ukrainian].
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Among revenues arising from exchange transactions, the largest share is
budget allocations (70.59%) and revenues from the rendering of services (the
execution of works) (28.56%). Transfers (95.55%) occupy the largest share in the
overall structure of revenues arising from non-exchange transactions.

Total amount of expenses for 2017 is 57,541.2 million UAH, of which
29,114.3 million UAH (50.60%) accounts for expenses from exchange transactions,
28,427.0 million UAH (49.40%) — expenses from non-exchange transactions [1].
The structure of expenses for exchange and non-exchange transactions is shown
in Figure 2.

Among expenses from exchange transactions, the largest share falls on budget
programs (67.89%) and production costs (services, works) (30.85%). Transfers
(80.93%) occupy the largest share in the total structure of expenses from non-
exchange transactions.

According to the Monthly Report on the State Budget of Ukraine for January-
December 2017, published on the official website of the State Treasury Service of
Ukraine, expenses under budget program 2201160 “Training of Personnel by
Higher Educational Institutions of the III and IV Accreditation Levels and
Ensuring Their Practice Bases” amounted to 20,334.8 million UAH, which is
2.42% of the total State Budget expenditures and 0.68% of GDP in 2017 [1].

Such ratios of revenues and expenses from exchange and non-exchange
transactions update requirements to ensure their objective measurement as an
efficiency factor for financing innovative educational projects at the stages of
European integration processes.

The methodology and organization of accounting and analytical support for the
activities of budget institutions, measurement of assets and outcomes of their
financial and economic activities were presented in the scientific works of many
Ukrainian scholars: P. Y. Atamas, N. V. Artemenko, O. O. Doroshenko, S. V. Svirko,
O. O. Osadchaya, K. M. Romashchenko [2-6] et al.

Reforming budget accounting requires further research of the issues of
alternative choices of methods for resources, capital and financial results

Expenses on production Other expenses from
costs (services, works) Expenses on Budget programs non-exchange operations
30,85 19,07

Expenses revenues arising
from the sale of assets

0,01
Financial expenses

0,08
Other expenses arising

from exchange transactions
1,16

Figure 2. Significant share of expenses from exchange and non-exchange
transactions of MES in 2017, %

Source: Ministry of Education and Science of Ukraine. (2018). Consolidated report of the Ministry of
Education and Science for 2017. Retrieved from https://mon.gov.ua/storage/app/media/budzhet/
2018/04/03/zvit-mon-za-2017-rik.pdf [in Ukrainian].

N\ Transfers

80,93
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accounting, efforts for their practical implementation as an indispensable factor
of the relevance of accounting indicators on transactions’ outcomes that have
targeted financing from the budget.

The objective of the article is: generalization of issues discussed at the stages of
implementing the reformed revenue recognition of budget institutions on the
examples of HEISs, in particular, clarifying the criteria for presenting exchange and
non-exchange transactions in accounts; justification of an alternative to measure
economic rewards of transactions financed from budget funds and own revenues.

National Public Sector Accounting Standards 124 “Revenue” (NPSAS 124)
regulates the revenue classification by groups:

1. Revenues arising from exchange transactions: received budget allocations by
an institution; revenue from the provision of paid educational and other services
(the execution of works); revenue from the sale (revenue from operations with
capital, gains from the sale of real estate); revenue from interest, royalty and
dividends; other revenues arising from exchange transactions. At the heart of such
revenues is the transfer of possession for services (goods, products), its documented
monetary evaluation, as well as an estimate of the costs associated with such
revenues.

2. Revenues arising from non-exchange operations: funds received by HEIs
from enterprises, organizations, individuals, other budget institutions for the
implementation of targeted efforts; non-repayable obligations [7].

Article 13 of the Budget Code of Ukraine HEIs’ own revenue received in
addition to the resources of the general budgetary fund and are included in the
special fund of the budget, divides into groups and subgroups, the classification of
which is shown in Figure 3 on the example of HEIs.

The Budget Code of Ukraine treats public sector entities revenue as own
receipts from:

— exchange transactions — group No. 1 completely and subgroups 2, 3, 4
groups No. 2;

— non-exchange transactions — group No. 2 (subgroup 1).

Based on NPSAS 124, HEIs’ exchange transactions are also classified as
budgetary allocation. Note: NPSAS 124 was developed on the basis of two
international standards (such as IPSAS 9, Revenue arising from Exchange
Transactions [8] and IPSAS 23, Revenue arising from Non-exchange Transactions
(Taxes and Transfers) [9]). Therefore, there are some differences between domestic
and international accounting approaches:

— according to the international practice, accounting of budget institutions’
revenue (including HEIs) is conducted applying two standards, while the national
standard combines accounting of revenue arising from exchange and non-
exchange transactions;

— with the introduction of NPSAS 124: a new terminology of the objects of
accounting (“revenue arising from exchange transactions ”, “revenue arising from
non-exchange transactions”) is applied; there has occurred an increase in the
composition of public sector revenues; the criteria for recognition of each type of
revenues, their measurement are specified.
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C HEIs’ own revenue )

~
/

4
Group No 1

Revenue from fees for educational services
rendered in accordance with the institution's
constituent documents

l

Subgroup 1

Revenue for the services rendered by the HEIs
according to their main activity

l

Subgroup 2

Revenue from additional (economic) activities
of the institution

l
Subgroup 3
Revenue from the rental of budget
institution’s proprerty

[

Subgroup 4

Gains from the sale of property in the
prescribed manner (except for real estate)

N
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N
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Group No 2
Other sources of own revenue

[
Subgroup 1
Received charitable contributions, grants

and gifts

|
/ Subgroup 2
Funds received from enterprises, organizations,
individuals and other budget institutions
Kfor the implementation of targeted efforts

/ Subgroup 3 \

Revenue from deposited temporary free
budget funds received for the rendering
of paid services

[
/ Subgroup 4 \

Revenue from the sale of property rights to
films, original materials of films and film copies,
created at the cost of budget funds by state
K order or on financial support conditions /

Figure 3. Own revenue of budget institutions (on the example of HEIs)

Source: Verkhovna Rada of Ukraine. (2010). Budget Code of Ukraine. (Act No. 2456-VI, July 8).
Retrieved from https://zakon.rada.gov.ua/laws/show/2456-17 [in Ukrainian].

Revenue arising from both exchange and non-exchange transactions (except
for services in kind) is recognized as an asset if:

— there is a probability that the public sector entity will receive future
economic benefits or asset-related service potential;

— it is possible to measure reliably the fair value of the asset;

— the public sector entity receives control over resources (the main element of
control is the ability to block or regulate the access of other public sector entities
to the asset’s benefits), risks and management over the acquired asset.

Unfortunately, such detailing in the identification of an asset by budget
institutions in the national accounting standards is absent.

IPSAS 9 “Revenue arising from Exchange Transactions” focuses on certain

aspects of revenue recognition, namely:

— revenue comprises only the gross inflow of economic benefits or service
potential received and / or receivable by the entity on its own account;

— amounts collected by the entity as an agent of a public authority or on behalf
of third parties are not economic benefits or service potential, as they do not
result in an inhancement of assets or a decrease of liabilities.

42
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Financial inflows do not correspond to the definition of revenue, namely
borrowings: they cause similar changes in both assets and liabilities; do not affect
net assets / equity (the latter are directly presented in the statement of financial
position and added to the balance of assets and liabilities).

In general, NPSAS 124 treats exchange transactions in a similar way. However,
IPSAS 9 treats in detail (unlike the domestic accounting standard) revenue
recognition separately to barter transactions, rental, interest, royalties and
dividends, and sales of goods (finished goods and services). The following are the
points raised by the conceptual reservations of the Standard for service revenue
recognition (which is of importance for HEIs).

1. If the outcome of the transaction related to rendering services can be estimated
reliably, revenue is recognized by reference to the stage of completion of the
transaction existing at the reporting date (by the phased implementation method).

2. Revenue measurement reliability is ensured when the following conditions
are simultaneously met: it is possible to measure the amount of revenue; there is
a probability that an entity receives economic benefits or service potential
associated with the transaction; the stage of completeness of the transaction is to
be measured at the reporting date; it is possible to accurately measure the costs
incurred for the transaction and the costs necessary to complete it.

3. The stage of completeness of the operation is determined in different ways:
survey of the work performed; estimation of the volume of services rendered in
the total amount of services scheduled and pre-estimated before rendering;
estimation of the proportion of costs incurred at a certain date in the pre-
estimated total cost of the transaction. In this case, only expenses that are subject
to documentation reflect a particular stage of services (it is these costs that are
included in the pre-estimated total transaction costs).

4. In the event of difficulties with the costs estimation which must be recovered,
revenue is not recognized, and incurred costs are recognized as expenses.

On the outcome of the sale of works, products, goods, revenue is recognized
when the following conditions are simultaneously met: the entity has transferred to
the buyer significant risks and rewards associated with the ownership of the goods;
the entity does not retain a permanent participation in management at the level
associated with ownership, it has no effective control over the goods sold; the amount
of revenue can be measured reliably; it is probable that economic benefits or service
potential associated with the transaction will be received by the entity; the costs
incurred or to be incurred related to the transaction can be measured reliably.

In some cases, the transfer of risks and rewards of ownership does not occur
simultaneously with the transfer of legal title or passing of possession: transaction
is not a sale, revenue is not recognized. When the entity retains only an
insignificant risk of ownership, the transaction is considered to be a sale and
revenue is recognized.

NPSAS 124 treats revenues arising from exchange transactions for domestic
public sector entities (including for HEIs) more generally, depending on the nature
of the transaction:
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— revenue arising from exchange transaction is recognized when there is a
probability of receiving by HEIs economic benefits or service potential associated
with the transaction;

— budget allocations are recognized as a revenue on recognizing incurred
expenses related to the institution’s performance of the powers defined by the
legislation and constituent documents or receiving an asset, services (works) for
the implementation of activities which are not related to the main activity;

— revenue related to the rendering of services (the execution of works) is
recognized to the extent of completeness of the transaction for the rendering of
services (the execution of works) at the balance sheet date, if the outcome of the
transaction can be reliably estimated;

— in respect of “other revenues” (in particular, revenues arising from exchange
differences, the sale of assets (other than real estate), asset revaluation within the
amount of the previous write-down, etc.) — they are measured within the amount
of recognized revenue.

The following revenues arising from exchange transactions are not recognized
(similar to IPSAS 9): value added tax, excise tax, other tax revenues to be trans-
ferred to the budget and funds of compulsory state social insurance; the amount of
prepayment (advance) in payment for goods, works and services; the amount of a
deposit on security or in repayment of a budget loan (credit) when stipulated by the
legislation; revenues belonging to other persons (item 2.1. NPSAS 124).

Groups of non-exchange transactions include transactions by which the
institution: receives resources without paying for them directly, or payment is of
nominal character; can pay a certain compensation for the received resources,
but such compensation is not equal to the fair value of the received resources.
Among non-exchange transactions are amounts, collected by a representative of
the public authority or other government organization, that the entity receives
and do not result in an increase in assets or a decrease in liabilities.

Under IPSAS 23, a non-exchange transaction is treated in a more detailed
manner: when a non-exchange transaction is performed, one public sector entity
receives resources from another entity without reimbursing their value or
transfers resources to another public sector entity without receiving roughly
equivalent compensation. NPSAS 124, unfortunately, does not detail the terms of
the agreements for the recognition of transfers.

Domestic HEIs recognize / do not recognize revenues arising from non-
exchange transactions in the following order:

1. Revenue from transfers in the case of a specific purpose (subvention, etc.) is
recognized at the period of receipt of budget funds provided by the relevant
estimate of the institution.

2. Free goods, works, and services in kind may be recognized by HEIs as a
revenue and asset of the reporting period actually received at their fair value.

3. Amounts of external free aid are recognized as an asset (receivables) and
revenue with enforcement of the contract.

4. Amounts of internal free aid are recognized as an asset and revenue of the
reporting period in which they were received.

44, "OiHaHcK Ykpainn', 52019
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5. Amounts of fines, penalties, received on the decision of the parties to the
agreement or relevant state bodies, courts, are included in the revenue of the
reporting period on the date of their actual receipt.

6. Revenue of the reporting period is the amount of the non-repayable budget
obligations written off in this reporting period (except for accounts payable, the
limitation period of which has expired).

Sufficiently ambiguous in the normative basis of budget accounting are the
approaches to measuring revenues. In accordance with NPSAS 124, measurement
of revenue from transactions related to the rendering of services, goods sales, and
works as a whole does not differ from IPSAS 9. Note that, according to NPSAS 101
IPSASs concerning the compliance with the principle of prudence (which, in the
current version of the Law of Ukraine “On Accounting and Financial Reporting”
Is absent!), revenue is recognized when there is a probability that the entity will
receive economic benefits or service potential associated with the transaction.

The comparison of revenue recognition methods and its measurement from
exchange transactions in international and domestic accounting practices are
presented in Table 1.

The main differences between the international and domestic accounting
regulatory framework regarding the methodology for revenue measurement of
public sector entities (including HEIs) from non-exchange transactions (except
for taxes and transfers that are estimated at their original value at the time of
receipt on treasury / bank accounts) are given in Table 2.

Table 1. Measurement of revenue from exchange transactions for public
sector entities

International accounting

Economic Domestic accounting practice [7; 11; 12]

No. v practice [8; 10]
transactions
Measurement Measurement
1 | Barter (exclusively ) At the original value stipulated in the sales contract
within own At the fair value (in accordance with shipment documents /
revenues acceptance certificate), but lower than the fair value
transaction )* of the transferred goods/services rendered

2 | Rent (operating) At the original value determined by the rental

At the fair value agreement

3 | Receiving interest At the original value which is equal to the amount
At the fair value of interests stipulated on a contractual basis
by the parties to such transactions

4 |Royalty . At the original value stipulated by the agreement
At the fair value of the respective parties
5 Dividends At the original value which is equal to the amount
At the fair value of dividends established by the decision
of the meeting of shareholders/owners
6 | The sale of goods At the original value, stipulated in the sales contract /
(finished goods, At the fair value the rendering of services (respectively, according
services) to the documents of the seller)

*According to item 6. Article 45 of the Budget Code of Ukraine it is prohibited conducting settle-
ments with the budget in a non-monetary form, including by way of mutual settlements, the use of bills,
barter transactions and the settlement of counterclaims at financial institutions, except for operations
related to public debts, and when it is stipulated by the law on the State Budget of Ukraine.
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Table 2. Measurement of revenue arising from non-exchange transactions

International accounting . . . .
' practice [9; 10] Domestic accounting practice [7; 12]
No Economic
) transactions accounting accounting
measurement method measurement method
Receiving goods . - At the acquisition
1 at a discount price At the fairvalue | Accrual At the original value period
2 | Grants At the fair value Accrual At the original value Accrual
3 | Gifts At the fairvalue |  Accrual At the fair value Accrual
4 | Writing off debts At the fairvalue | Accrual At the original value | At the write-off period
5 |Penalties At the fairvalue | Accrual At the original value | At the receipt period
Donations (charitable . At the original or fair
6 contributions) At the fairvalue |  Accrual value Accrual

On the outcome of reformed budget accounting, revenue measurement is
considered in the context of the category “economic benefit” and “service
potential” — one of the most controversial concepts in terms of their professional
estimation and documentation in practice.

Art. 1 of the Law of Ukraine “On Accounting and Financial Reporting in
Ukraine” (hereinafter referred to as the Law) defines economic benefits as
“a potential opportunity for the enterprise to obtain cash from the use of assets”
[13]. Accordingly, to estimate the real solvency (availability of cash), it is necessary
to single out the accrued and/or received economic benefits on the outcome of the
completed business transaction.

The Law identifies economic benefits as monetary. At the same time, “service
potential” in NPSAS 121 “Fixed assets” is defined as “the present and potential
opportunities that a public sector accounting entity receives from the use of
assets that do not directly generate cash inflows to achieve its objective, and/or
satisfaction of needs” [11].

We will clarify the definition “service potential” in the economic interpretation
through the combination of components — potential and service:

— service: an economic concept that covers the qualitative and quantitative
characteristics of the impact on the performance of the economic system;

— potential — the resources available to the entity, their optimal structure and
the ability to use them rationally to achieve the set goal [14].

Thus, service potential is the justification of the economic efficiency of time
use of resources according to their specific purpose (which confirms that it is
lawful for the entity to keep them on the balance sheet).

Accordingly, economic benefit is the realization of service potential.

This does not contradict IPSAS 1 “Presentation of Financial Statements”, in
which economic benefit and service potential are identified through the use of
assets:

1) assets used to provide goods and services in accordance with the objectives
specified by the entity, but which do not directly generate cash inflows, are often
identified as having “service potential”;

46 "OiHaHcK Ykpainn', 52019



OO0Aik Ta aypaur

2) assets used to generate cash inflows are often described as assets representing
“future economic benefits” [10].

Detailing the time, form, intended use of the received economic benefit in the
form of assets causes the need for a qualitative expansion of the measurement of
revenue recognition through the valuation:

— economic benefits — cash inflows received (to be received) as a result of
transactions of an entrepreneurial nature. It should be noted that budget institu-
tions can carry out such transactions which bear non-profitability attribute (for
HEIs this is their own revenue, that is resources from the special fund);

— socio-economic benefits — economic benefits, measurement of which takes
into account both direct acquisition of assets, as well as a documented measure-
ment of the impact of the transaction on enhancing economic benefits on the
outcome of the social program implementation;

— socio-economic effect — intangible socio-economic benefits received by
economic entities through the measurement of the prevention and reduction of
losses (including transactional), as well as the receipts expected as an outcome of
such expenses.

The following conclusions can be drawn:

1. Among the discussed issues related to implementing reformed budget
accounting of revenues of budget institutions (including HEIs) are the classification
of revenues from exchange and non-exchange transactions. The classification of
exchange revenues in terms of budget allocations in Section II, NPSAS 124,
“Revenues”, is not fully consistent with the norms of IPSAS 9 “Revenue arising
from Exchange Transactions™ received budget allocations by spending units to
ensure their activities are not identified with the sale/purchase of assets in
exchange for cash.

This is confirmed by the definition of the term “budget allocations”, which is
“the authority of the public sector entity granted in accordance with the budget
assignment to take budget obligations and make payments with quantitative, time
and objective restrictions” (Article 2 of the Budget Code of Ukraine). Thus, the
methodology for their classification as revenues in the context of exchange and
non-exchange transactions needs to be clarified.

2. The methodology for the measurement of revenues, presented in NPSAS 124
is not sufficiently consistent with the regulatory approaches regarding the
formation and use of budgetary funds under budget programs. Separate sources
of revenues, the accounting of which is regulated in NPSAS 124, do not correspond
to the educational practice of HEIs.

In practice, HEIs can receive budgetary funds to carry out financial and
economic activities (based on estimates of revenues and expenses / expenditures
previously agreed with the key spending unit — the Ministry of Education and
Science of Ukraine), as well as to execute / financially support certain areas of
educational and scientific activity. In the first place, it is necessary to pay attention
to the financing of various scholarship programs. Such revenues for HEIs do not
envisage an equivalent coverage of the costs for training scholarship holders, and
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therefore require normative regulations as revenues from non-exchange
transactions. Since the economic substance of the scholarship is a social support
in monetary terms in accordance with the criteria determined by the key spending
unit (progress, social protection, scientific achievements, etc.), such revenues
should be recognized as a form of transfer budget funds.

3. The practice of the first stages of the implementation of NPSAS is not
fully in line with IPSASs in terms of revenue recognition from transfer
transactions: the current regulatory framework stipulates the recognition of
transfer funds from the budget at the time of their receipt without requirements
regarding the equivalence of valuation of services / goods realized on received
budget funds.

4. Analysis of the international accounting practice of revenue recognition in
the context of exchange and non-exchange operations has confirmed the existence
of differences between NPSAS 124 “Revenues” and the relevant International
Accounting Standards. Consequently, the discussion is to combine these types of
revenues into one national accounting standard.
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