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AKTYAJIBHI IMTAHHSA IIOAO ITPOBEJAEHHSA OBOB’SA3KOBOI'O

AYJIUTY B YMOBAX KAPAHTUHHUX OBMEKEHb
CURRENT ISSUES REGARDING THE MANDATORY AUDIT UNDER
CONDITIONS OF QUARANTINE RESTRICTIONS

AnoTtamniss. CsiToBa manaeMis KopoHaBipycHoi xBopoou (COVID-19) Ta
3anpoBapkeHHs: KabineTom MiHicTpiB YKpaiHu KapaHTUHHUX Ta 0OMEKYBAIbHUX
3aX0/iB, CHPSAMOBAaHMX HA NPOTUIIIO 1 MOJANBIIOMY MOMIMPEHHIO B YKpaiHI,
3YMOBWJIM  BUHUKHEHHS  JOJATKOBUX  PHU3UKIB  JISUIBHOCTI  CYyO’€KTIB
roCroAaproBaHHs, 110 Ma€ BPaxOBYBATHCS MPHU ayJuTl iX (JIHAHCOBOI 3BITHOCTI. B
yMOBaX KapaHTUHHUX OOMEXEHb BUHMKAE 0arato MUTaHb CTOCOBHO 3a0€3MeUYeHHS
KUTTEMSUTBHOCTI KpaiHu, BCl chepu MOBHHHI OyiM TEpelTH HAa HOBUHM, NOCI
HeBIIOMUM cTuiab poOoTu. Ilianpuemini Ta BiaacHUKHM Oi3HECY MOBUHHI Oyiu
3a0e3MeunTH TMPABWIbHY OpraHizaIito poOOTH, HallMaHWN MEePCOHANT TOBHHEH
JOTPUMYBATHUCh TPABUI MPOJUKTOBAHUX MaHIeMieto. Hapasi He Tpu3ynmuHEHO
nepiojl KapaHTUHHUX  OOMEXEHb, fAKI CIOPUYUHWIM  PO30aJaHCOBAHICTD
EKOHOMIYHOI CHUCTEMHU JIepKaBW B3arajii, Ta OKPEMHX EJIEMEHTIB (PiHAHCOBOTO
CEKTOPY €KOHOMIKH, a caMe JOULIBHOCTI Ta MPO30pPOCTi CKIIAJaHHS 3BITHOCTI Ta
MPOBENCHHS ayauTy. Bike cborojiHi icHye 6araTo HampaioBaHb 3TiTHO 3 JIFOYUM
3aKOHOJIJABCTBOM Ta MIKHAPOJHUM JTOCBIZIOM pOOOTH Y Mepiof maHAeMii, IpoTe He
JIOCTaTHBO yBaru MpUIIJIEHO MUTAHHAM OOOB’SI3KOBOTO ayAUTy B YKpaiHi, a came
fioro opranizamii fK 31 CTOPOHM BJIACHHUKIB MIANPUEMCTB Ta 1 31 CTOPOHH

aynuTopiB. B cydacHuX ymMoBax KapaHTHHHUX OOMEXEHb BUHUKAE 0arato MUTaHb



CTOCOBHO oOprasizauii poOOTH BIacHHKIB Oi3HeCy Ta HalMaHUX MPAIiBHUKIB,
HEOOX1IHO JOTPUMYBAaTUCh MPAaBUI  MPOJUKTOBAHUX MaHaemiero. OcoOauBo
aKTyaJIbHUM IIOCTAJIO MUTAaHHS IPOBEJCHHS BUI3HUX 3aXO[IB, & CaMe€ IPOBEICHHS
HE3aJIeKHOTO ayauTy. lIpoBedeHHS LBOro BUAY MEPEBIpKH OylO MiJ BETUKUM
NUTaHHSM. BusnaueHHs 4M  JOTPUMYIOTBCS  MIANPUEMCTBA  JIHOYOTO
3aKOHO/IAaBCTBA Ta HOPMATHBHUX aKTIB CTOCOBHO IOJIATKOBUX BIJpaxyBaHb Ta YU
NPaBWJIBHO BEACThCS OyXraiarepchbkuid o00JiK Ta (¢iHAHCOBA 3BITHICTH Ha
HIJIPUEMCTBI HE MOXKE YEeKaTW 3aKiHUYeHHs nanjeMii. ToMy BUHUMKIA mpobiieMa,
SK MIHIMI3YyBaTH PU3HMKHU IPH MPOBEACHHI ayAUTy Ta MAaKCHUMI3yBaTH OpraHi3alliio
poOOTH ayJUTOPIB Ta MIANPHEMCTB. Y NOCII)KEHHI aBTOPOM 3pOOJIEHO CcHpoOy
PO3KPUTH TEOPETUYHI MWUTAHHA Ta HAAATH NPAKTHUYHI PEKOMEHJAlli mpu
IPOBEIECHHI 00OB’I3KOBOTO aAYJUTY B YMOBaxX KapaHTUHHUX OOMEKEHb.

Kawouosi cioBa: aynuT, 0O0OB’S3KOBHM aynuT, CHCTEMa, KapaHTUHI
oOMekeHHs, (hIHaHCOBA 3BITHICTh, YMOBH MaHJIEMIi, ay AUTOPCHKHI 3BIT.

AHHoTanusi. B ycnoBusX KkapaHTHMHAa BO3HHKAeT MHOTO BOIPOCOB IIO
00ECIIeUEHNI0 >KU3HENEATEIbHOCTH cTpaHbl. [IpennpuHUMarenu W BIAJENbLbI
Ou3Heca JOJKHBI ObUIM O0ECHEYMTh MPABWIBHYIO OpPraHU3aldi0 paldoThl. YiKe
CEro/IHd CYIIECTBYET MHOIO HapabOTOK B COOTBETCTBUU C JACUCTBYIOUIUM
3aKOHO/ATEIbCTBOM M MEXIYHApOAHBIM OMBITOM PAaOOTHl B NEPUOA MaHAEMUH,
OJTHAKO HEIOCTATOYHO BHUMAHHs YAEJIEHO BOIMpOCaM O05S3aTeIbHOrO ayauTa B
VYKpauHe: ero OpraHu3alud Kak C CTOPOHBI BJAJETbIEB NPEANPUATHH U CO
CTOPOHBI ayJUTOPOB. B yCIIOBUSAX KapaHTHHHBIX OTPAHUYCHHUI BO3HUKAET MHOTO
BOIIPOCOB TI0 OpraHu3aluid paboThl COOCTBEHHHUKOB OW3HECA W HAEMHBIX
pabOTHUKOB, HEOOXOAMMO COOJIOJATh MPaBWIA, MPOAUKTOBAHHBIC IMaHEMHUCH.
[Toromy BO3HMKIAa TpoOiieMa, Kak MHUHHMH3UPOBATh PUCKHA TPH TPOBEICHUU
ayJauTa 1 MaKCUMHU3UPOBATh OPraHU3aIMI0 PabOThl ayJUTOPOB U MpeAnpustuil. B
UCCJIEIOBAaHUM aBTOPOM CJI€JIaHa TMOIMBITKA PacKpbITh TEOPETHUUYECKUE BOMPOCHI U
IPEIOCTaBUTh IMPAKTUYECKUE PEKOMEHAAMHU IPU MNPOBEACHUU O00S3aTEIBHOTO

ayJuTa B yCJIOBUAX KapaHTHHA.



KuroueBbie cioBa: ayauT, oOs3aTeNbHBIA ayAUT, CUCTEMA, KAPAHTUHHBIE
OI'paHUYICHMH, CI)I/IHaHCOBaSI OTYCTHOCTD, YCJIOBUA ITAHACMHUN, aYI[I/ITopCKI/Iﬁ OTYCT.

Summary. In the conditions of quarantine, many questions arise about
ensuring the life of the country. Entrepreneurs and business owners had to ensure
that the work was organized correctly. Already today, there are many
developments in accordance with current legislation and international experience
during a pandemic, but not enough attention is paid to the issues of statutory audit
in Ukraine: its organization both on the part of business owners and on the part of
auditors. In the conditions of quarantine restrictions, many questions arise about
the organization of the work of business owners and employees, it is necessary to
follow the rules dictated by the pandemic. Therefore, the problem arose of how to
minimize the risks during the audit and maximize the organization of the work of
auditors and enterprises. In the study, the author made an attempt to reveal
theoretical issues and provide practical recommendations for conducting statutory
audits in quarantine conditions.

Keywords: audit, statutory audit, system, quarantine restrictions, financial
statements, pandemic conditions, audit report.

Formulation of the problem. In the current conditions of quarantine
restrictions, many questions arise regarding the organization of work of business
owners and employees, it is necessary to follow the rules dictated by the pandemic.
The issue of conducting field activities, namely conducting an independent audit,
became especially relevant. Conducting this type of inspection was a big question.
Determining whether companies comply with applicable laws and regulations
regarding tax deductions and whether the company's accounting and financial
statements are properly maintained cannot wait for the end of the pandemic.
Therefore, there was a problem how to minimize the risks of the audit and
maximize the organization of auditors and companies.

Analysis of recent research and publications. During the work on the
disclosure of the research topic, the recommendations for reporting for COVID-19

Accountancy Europe [1] were analyzed, the recommendations for auditors during



the pandemic were considered on the website of the Audit Chamber of Ukraine [2],
and the works of such foreign and domestic scientists were considered. Al-
Masoodi H., Al-Kawaz SM, Abbas AA, John Lorinc, Joseph Radigan, Bunget O.,
Puhachova M.V., Antonyuk O.R. and Pavlyuk V.V.

Selection of previously unsolved parts of the overall problem. The topic
of the study is quite relevant due to the fact that the period of quarantine
restrictions, which led to the imbalance of the economic system in general, and
certain elements of the financial sector of the economy, namely the feasibility and
transparency of reporting and auditing. Today, there are many developments in
accordance with current legislation and international experience during the
pandemic, but not enough attention is paid to the issue of mandatory audit in
Ukraine, namely its organization by both business owners and auditors.

The international professional organization Accountancy Europe [1]
provided recommendations for reporting and auditing during the outbreak of
coronavirus infection COVID-19. Accountancy Europe (formerly the Federation of
European Accountants), which unites 51 professional organizations of accountants,
auditors and consultants.

Thus, accounting and auditing standards, despite the difficult times in which
humanity found itself, must be applied correctly. "Companies must address
standards in accounting and auditing, and thus respond to the challenges posed by
coronavirus infection in a reasonable and practical manner,” the Accountancy
Europe said. [1]

"Businesses that have been negatively affected by COVID-19, such as small
businesses or companies operating in the field of travel, recreation, aviation,
should pay attention to the possibility of continuity of their activities. However, the
balance sheet should reflect the financial condition of these companies. the end of
the reporting period ", - stressed the representatives of Accountancy Europe [1].

The purpose of the article. The main purpose of the study is to reveal
theoretical issues and provide practical advice when conducting a mandatory audit

under quarantine restrictions.



Presenting main material. Under quarantine restrictions, privately owned
managers, despite the stressful situation and difficult circumstances, must act
clearly, consistently and transparently in accordance with applicable law.

The holiday season is over, the end of the year is approaching, and right now
we need to think about conducting a mandatory audit for 2020. In a pandemic,

business leaders are asked the same questions every time (Fig. 1)
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Fig. 1 Current issues for business leaders regarding statutory audit (author's
development)

As can be seen in Fig. 1, the issues are quite important for the heads of
enterprises because they relate to the submission and disclosure of financial
statements, as well as the whole process and procedure of the audit.

In the quarantine situation in the country, the issue of the impact of COVID-
19 on the audit period is important.

Due to the epidemiological situation, March 30, 2020. The Verkhovna Rada
of Ukraine adopted the Law No540-IX “On Amendments to Certain Legislative
Acts of Ukraine Aimed at Providing Additional Social and Economic Guarantees
in Connection with the Spread of Coronavirus Disease (COVID-19)”, which
amends Section V “Final provisions” of the Law on Accounting and extends the
terms of publication of financial statements, including consolidated, together with
the auditor's report.

The audited financial statements must be disclosed within 90 calendar days
from the day following the end of quarantine, but not later than 31 December 2020.



In addition, for companies that are issuers of securities within the period specified
in paragraph 7 of section VII "Final Provisions" of the Law "About securities and
the stock market", but not later than 31 December 2020.

Thus, there is one solution to this issue, not to postpone the signing of the
contract for the audit, because the procedures for approval and planning of the
audit take some time.

Take care of this in advance to prepare financial statements based on the
recommendations of qualified auditors who will conduct an audit for the benefit of
your company, because the financial result determined in the financial statements
affects the object of income tax in accordance with the Tax Code of Ukraine.

Laws adopted in Ukraine in 2020 address topical issues related to statutory
audit.

Namely in accordance with the Law of Ukraine of 16.07.99 Ne996-X1V "On
Accounting and Financial Reporting in Ukraine” (hereinafter - the Law on
Accounting ), in the wording in force at the date of preparation of the publication,
the following categories of enterprises are obliged to publish annual financial
statements and annual consolidated financial statements together with the auditor's
report:

Enterprises of public interest (except for large enterprises that are not issuers
of securities), public joint-stock companies, natural monopolies in the national
market and economic entities operating in the extractive industries - no later than
April 30 year following the reporting period;

Large enterprises that are not issuers of securities, and medium-sized
enterprises - no later than June 1 of the year following the reporting period;

Other financial institutions belonging to micro and small enterprises - no
later than June 1 of the year following the reporting period.

To determine the category to which the company belongs, it is necessary to
analyze the criteria set out in the Law on Accounting and meet at least two of those

listed in one category at the date of the annual financial statements.



To determine compliance with the criteria set in euros, the official exchange
rate of hryvnia (UAH) against foreign currencies (average for the period),
calculated on the basis of exchange rates of the National Bank set for the euro
during the year, is used. [2]

If an enterprise of one of the above categories does not meet the above
criteria in terms of annual financial statements for two consecutive years, it
belongs to the relevant category of enterprises.

That is, to change the category, the company must meet the new criteria two
years in a row.

The most important issue regarding the audit of financial statements
concerns the unprofitable enterprise.

Namely, is there an obligation to audit the financial statements?

Requirements for disclosure of annual financial statements and annual
consolidated financial statements together with the auditor's report are set for
certain categories of enterprises. [2]

Therefore, the declared losses do not affect the obligation to conduct an
audit and do not release the company from the consequences in case of violation of
the relevant requirements of the Law on Accounting.

The next question to be addressed concerns fines. Baato entrepreneurs are
interested in the question "Should it be held at all or is it more profitable to pay a
fine?"

Article 163-16 of the Code of Ukraine on Administrative Offenses provides
for penalties for late publication of audited financial statements in the amount of:

1000 to 2000 tax-free minimum incomes, i.e. from 17000 to 34000 hryvnias
for the first violation;

2000 to 3000 non-taxable minimum incomes, i.e. from UAH 34000 to UAH
51000 for repeated violation;

Payment of the fine does not release the company from the obligation to

conduct an audit.



Thus, it is possible to draw a conclusion, even if the head of the enterprise
decides not to carry out audit, and to pay the penalty, payment of the penalty does
not release it from carrying out audit.

Is the audit report a component of tax reporting?

Adopted on 16.01.2020, the Law of Ukraine Ne466-1X "On Amendments to
the Tax Code of Ukraine to improve tax administration, eliminate technical and
logical inconsistencies in tax legislation" amends paragraph 46.2 of Art. Ned6
TCU, which give the statutory audit tax value.

Thus, by the end of 2020, income taxpayers who are required by the Law on
accounting to conduct an audit, together with the tax return must submit annual
financial statements to the State Tax Service with an audit report.

Please note that the financial statements are an appendix to the income tax
return and form an integral part thereof.

Therefore, the income tax return without an audit report can be considered
by the fiscal authorities as "made in violation of the requirements" or not
"submitted" at all.

It should also be noted that in accordance with the updated paragraphs.
39.4.6 § 39.4 art. 39 TCU companies that prepare transfer pricing documentation
for submission to regulatory authorities, must supplement it with a copy of the
audit opinion on the accounting (financial) statements of the taxpayer for the
reporting period (reporting periods) for which the transfer pricing documentation is
submitted (if its presence is mandatory for the taxpayer).

As part of the disclosure of the research topic, it is advisable to consider the
peculiarities of the work of auditors during a pandemic.

The coronavirus pandemic and related quarantine measures have affected the
functioning of internal audit services around the world. Ukraine is no exception.

The management of internal audit functions urgently needed to:

1. to return all auditors from business trips;
2. to determine which part of the team can work from home, and which of

the auditors should be able to work from the office;



3.to make sure that all internal auditors have laptops with access and
settings required for remote work (for example, due to the need to ensure banking
secrecy in banks there are usually quite strict restrictions on the ability to work
with customer data outside the office);

4. to develop a plan of regular communications between team members in
the conditions of remote work;

5. to review the audit plan as to which audits are easier to conduct
remotely, which risks have become more urgent in the new environment, which
units have an increased workload due to quarantine measures, and so on.

Extraordinary circumstances require extraordinary leadership. In a
pandemic, internal audit managers must not only provide the necessary assistance
to business owners and managers, but also take all necessary measures to ensure
the effective operation of their team. [7]

Features of the work of auditors during the pandemic are shown in table 1.

Table 1
Features of the work of auditors during the pandemic (summarized and

supplemented by 3,4,9,12)

Feature Characteristic

Organization of remote work of the main | All key accesses and settings must be considered:;
part of the staff obstacles that auditors may encounter while working
from home; the need to organize regular

communications between team members.

Defining priority tasks in new conditions | It may be necessary to review the audit plan, to focus
on audit work not directly related to the audit, such

as risk assessment.

Adaptation of audit procedures It is necessary to analyze whether the usual audit
procedures can be adapted to new conditions, for
example, by studying the recordings from CCTV

cameras instead of physically visiting certain objects

or conducting remote testing of control through the
analysis of information available in the system.

Organization of teamwork If desired, you can continue to work on building a




unified team and socialization, despite the physical
distance between employees. For example, you can
organize a virtual space where colleagues can
communicate freely with each other and share
personal experiences to continue to feel part of one
team.

It is noted that despite the peculiarities of the
situation, internal audit managers should not forget
about their leadership role and related
responsibilities. Yes, it is important to remember that
internal auditors are highly qualified professionals
who show the best results when they are given the
opportunity to find a solution to a problem on their
own, rather than just telling them what to do.
Therefore, the team should be actively involved in
discussing the necessary changes in the work of the
internal audit function, reviewing the audit plan and

updating audit procedures.

Safe environment

Also, the head of internal audit should not forget
about the importance of creating a safe and
comfortable environment for all team members,
especially in a stressful situation. To do this, it is
necessary to share with the team available
information about the measures planned by the top
management to respond to the crisis, to discuss
changes in the work of internal audit, as well as not
to overburden employees in this already stressful

period.

Thus, we can conclude that the work in quarantine conditions has its own
characteristics, which relate to both the correct and safe organization of the work

process, and the definition of priorities and decisions of audit procedures in the

new environment.



The organization of remote work of internal auditors has a number of
significant obstacles.

Firstly, in quarantine conditions, auditors are not able to conduct any
physical inspections and checks.

Secondly, working from home, they may not have access to the
organization's critical systems and databases, making it impossible to conduct a
significant portion of the planned tests and analyzes.

Thirdly, managers in various fields may be overburdened with critical issues
related to the functioning of the organization in the new environment, and may not
be able to participate in meetings related to internal audit.

Under such conditions, the work of internal auditors during the quarantine
period is often limited to filling out working documents on the initiated
inspections, preparation for the next audits, which includes drawing up an audit
program, studying the regulatory framework, and so on.

Finally, auditors may be engaged in other work not directly related to audits,
such as conducting risk assessments, updating internal regulations governing
internal audit activities, conducting internal assessments of the quality of internal
audit functions, distance learning, and so on.

Conclusions and suggestions. Thus, we can conclude that the organization of
remote work of internal auditors has a number of significant obstacles, both for the
auditors themselves and for companies. Thus, under quarantine conditions,
auditors are not able to conduct any physical inspections and checks, entrepreneurs
did not work at all, either declared themselves bankrupt, or worked part-time or
remotely. In addition, working from home, auditors may not have access to critical
systems and databases of the organization, which makes it impossible to conduct a
significant part of the planned tests and analyzes. In addition, managers in different
areas may be overburdened with critical issues related to the functioning of the
organization in the new environment, and may not be able to participate in

meetings related to internal audit. All this actualizes further research on this topic.
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