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The article deals with the problems which have place in the auditor activities, one of
which is the lack of clear and unambiguous terminology, which is the basis for
understanding of the essence of audit, its goals and objectives. The assessment of the audit
activities on the basis of the analysis of dynamics of the number of subjects of audit in
Ukraine is carried out. The purpose and objectives of audit in accordance with
International standards on auditing is revealed. The criteria that must conform the audit
report in accordance with International standards of auditing are analyzed. Historical
aspects of the final document development of the audit of financial statements in Ukrainian
and international legislation are researched. The views of scientists regarding the conflict
of norms of the International standards of Audit and the Law of Ukraine “About auditor
activity ” are analyzed.

It is proved that the difference in the names of the same document “audit opinion”
according to the Law of Ukraine “About Audit Activity ” and “audit report” according to
the International Standards of Audit is the lack of relevance in their translation. The ways
of bringing legislation of auditing in Ukraine to the requirements of international law are
suggested. The adoption of a new law “About audit of financial statements and audit ” which
takes into account the requirements of Directive 2014/56 / EC should promote it.

Keywords: independent audit, auditor activity, auditor opinion, audit opinion, audit
report, International Standards of Audit.

Fig. 2. Tabl. 1. Lit. 15.

Problem Statement. The main aim of Audit is to express an independent audit
opinion, implemented in the final document of audit, concerning accounting and financial
reporting of the enterprise. According to the International standards of quality control,
auditing and other related services it is called “audit report”.

However as the native practice shows Ukrainian audit terminology uses the term
“audit report” since the audit formation in Ukraine. Primarily it is related to the definition
set out in article 7 law of Ukraine “About audit activity”: “Audit report is a document drawn
up according to audit standards which provides assurance to users according to financial
reporting and other information to conceptual fundamentals which were used while drawing
itup” [1].

Such difference between names of the same document (as practice shows) makes it
difficult and ambiguous interpretation, first of all, in the process of audit during generalization
and documentation of audit results, in scientific studies and also in the educational process
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while teaching subjects “Audit”, “Audit Organization and Methods” and related subjects. It
arouses scientific interest and courses the need for the study of theoretical aspects of audit report
formation in conditions of European integration processes in Ukraine

Analyses of the Previous Research and Publications. The problem of Audit
development in Ukraine was studied in the works of a number of leading economists such
as: L. Hutsalenko, [2], N. Zdyrko, O. Shevchuk [3], O. Petryk [4], L. Knyzhnyk [5] and
onters. The works of national scientists such as |. Pozhrytska [6, 7], O.Pasko [8],
D. Dolbnieva [9], N. Shalimova [10], who studied problems of essentiality, structure and
interpretation of the final audit document, were dedicated to the problem acpects of
generalizied audit document.

Nevertheless, despite significant scientific achievements of researchers in the area,
problems of theoretical and practical aspects of the final audit document drawing up remain
unsettled, especially in terms of recent amendments to the International Standards of Audit
and draft of the Law of Ukraine “About audit activity”, the aim of which is adaptation of
Ukrainian standards to international audit.

Defining the Aim of the Research. The aim of the article is to investigate the
evolution of standards in Ukrainian and international legislation (considering Ukraine uses
international audit standards — hereinafter IAS) as to the process of drawing up and name
of the generalized audit document and also to suggest ways of solving the possible problems
concerning interpretation of the abovementioned document for the purpose of avoiding its
ambiguous interpretation and adapting them to the requirements of international law.

The essence of the article. Unstable economic situation in Ukraine needs solution
of the chain of problems which take place in the professional activity of auditors,
accounting firms and make successful audit development impossible. One of the problems
is the scarcity of methodological instructions in Audit control, which causes shortages of
information and since — auditor’s low competence [2].

Shevchuk O.D. and Zdyrko N.H. are convinced that the first main and fundamental
problem in Audit is absence of strict and definite terminology which is the basis for the
understanding of Audit essence, its place, tasks and role in the system of economic control [3].

According to the Law of Ukraine “About auditor activities” Audit Chamber of
Ukraine (hereinafter — ACU) annually receives from audit firms and individual auditors
included in the Register of audit firms and auditors, reports on their work provides, analyze
them and submit summarized information about audit activity in Ukraine to the Cabinet of
Ministers of Ukraine.

On 01.01.2016, 1008 auditing firms and 99 auditors-entrepreneurs were registered
in the Registry. In General in Ukraine on 01.01.2017 the number of audit firms and auditors
entitled to conduct auditing activities, and accordingly are required to present in APA report
form Ne 1-audit, amounted at 1008 [11].

Analysis of the results of auditor activities and the state of the market of auditor
services shows that the audit market suffers from transformatios that occur in the country.
So, in 2016 136 auditing entities were excluded from the Registry of audit firms and auditors
and only 37 subjects of audit activities were included [11].

Information shown at Fig. 1 about the amount of subjects of auditor activity from
2012 to 2016 indicates a general tendency to its reduction (in comparison with 2012 —
60,3%), what indicates the outflow from the profession as a result of several factors,
including the crisis in society and strengthening the requirements for the audit profession
by regulators, and changes in tax legislation.
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Fig. 1. The number of subjects of audit activity in Ukraine for 2012-2016
Source: [11]

Some problems concerning uncertainty in terminology also touched auditors final
document due to the differences between national and international standards in the field of
auditing. It can’t but influences the practical activity of auditors and the practice of teaching
in high school also shows: it creates obstacles to clear understanding of audit methodology
by future scientists and practitioners.

According to the ISA 200 “The main aims of an independent auditor and auditing
according to International Standards of Audit”, the aim of Audit is to increase the users’
level of trust to financial reporting. It may be reached by the expression of the auditor’s
opinion whether the financial reports have been drawn up in accordance with all essential
aspects of the conceptual basis of financial reporting [12].

Abovementioned ISA 200 also determines general objectives of the auditor:

a) to get assured that financial reporting in general do not contain essential
misstatement as a result of fraud or error, which enables an auditor to express his opinion
of the financial reporting drawn up in all essential aspects according to the conceptual basis
of financial reporting;

b) to report on the financial statements and provide information as it is required by
ISA, according to the results obtained by the auditor [12].

ISA 700 in “Formulation of opinion and reporting on financial statements”
determines such objectives of the auditor:

a) to form opinion about the financial statements according to the conclusions of
estimation based on the audit arguments received;

b) to express the opinion clearly in a written report that also describes the basis for
the opinion [17].

That is, on the basis of International Standards of Audit, the main and ultimate aim
of the auditor is preparing of a generalized document — an audit report. ISA 700
“Formulation of opinion and reporting on financial statements” also accentuates that the
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expression of opinion on the financial statements based on the audit findings is the
responsibility of the auditor. D13 ISA 700 also accentuates that a written report is a report
published in paper and electronic media.

Addendum to ISA 700 “Formulation of opinion and reporting on financial
statements”, which is called “Examples of audit reports on financial statements” uses the
title of a generalized audit document “Independent auditor's Report” [12].

In accordance with the International standards of control of quality, audit, review,
other assurance and related services, criteria which must comply with the audit report are
the following: documentary form, publicity, independence of an auditor’s opinion (Fig. 2).

It can be concluded that the International standards of quality control, auditing,
review, other assurance, and related services operate two names of the final audit document:
“the audit report” and “independent auditor’s report”, which are considered to be identical.

Additional final documentation included audit report which was much wider
document in content compared to the auditor’s report. Let’s examine the history of the title
of the generalizing document of audit in Ukraine with the aim of highlighting the main
milestones of its development.

According to the National Audit standards in Ukraine and the Code of Professional
Ethics of Auditors of Ukraine, the auditor’s report is an obligatory component of final
documentation and audit results are drawn up in the form of audit report, which must
include clear understanding of the auditor of the audited financial statements [13].

in accordance with International Standards of Control of Quality, Audit, Review,

Requirements to an audit report

Other Assurance and Related Services

Documentary
form

Publicity

v

an audit report is given in written form (p. 20 ISA 700). A document
is determined as a written act, proving a fact, a person or a right to
anything. In addition, a document must have a title, name of the
addressee, the compiler and be dated

Independence
of an auditor's
opinion

A 4

orientation on all interested members of the public. Publicity of
information, in particular, is determined by two aspects: the
anonymity of the information user; clear certainty of an information
keeper

A 4

such an opinion enables to make a conclusion without any influence
that could compromise professional judgement and act respectable,
with objectivity and professional skepticism (p. 291.5 of the Code of
Ethics for Professional Accountants)

Fig.2. The criteria, to which the audit report in accordance with International

standards of Audit must comply

Source: compiled by the author based on [4]

International Audit Standards were adopted in Ukraine as National Audit Standards
in 2003 (ACU resolution of 18.04.2003, N 122/2). During their introduction ACU translated
into Ukrainian such publications of Audit Standards of International Federation of
accountants, issued in: 2001, 2004, 2005, 2006, 2010, 2012, 2013.
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In 2015, ACU in agreement with IFA translated a new edition of the International
Standards of control of quality, audit, review, other assurance, and related services edited
in 2014, which, according to the decision of ACU of 29.12.2015, Ne 304/1, adopted for
mandatory use upon performing tasks from February 1, 2016 as the national Audit
Standards. In addition, the decision of ACU of 27.02.2014, Ne 290/7 adopted a Code of
ethics for professional accountants of International Federation of accountants edited in 2012
for mandatory application by auditors of Ukraine from may 1, 2014 [11].

International Audit Standards have undergone changes, the following changes were
made in the names and structure of the audit report (table. 1) [6].

Domestic legislation, in particular the Law of Ukraine “About auditor activity” still
interprets today the generalized document on the audit of financial statements as the “audit
report”. As the analysis of well-known economists evidences scientific research concerning
the difference between the names of the same document is being still carried out.

Table 1
The name of the final document about the audit of financial statements
. International
International standards of control
Standards of (Buganus 2007 p.) of quality, audit
The national audit Auld{png ".’mfh St Igte:jnatlofnal git review, other
standards _ regulations in the andards onf audit, assurance, and
international practice | assurance and ethics related services
of audit (edition (edition 2007) (edition 2010, 2012
2003) 2013, 2014)
Audit opinion Audit opinion Independent auditor’s | Independent auditor’s
opinion report,
audit report

Source: the contents of the fourth column is supplemented by the author on the basis [6]

So, Pozharytska 1., exploring the titles of the chapters of the International standards
of Audit of different years of edition dedicated to the final document of the auditor,
considers that ISA 700 has experienced a constant refinement as to “audit opinion”, “the
auditor's opinion on financial statements” to “independent auditor's opinion on the complete
financial reports of a General purpose” and “formulation of opinion and reporting on
financial statements” in 2010, came to the conclusion that this is the evidence of instability
of interpretation and aspiration to convey as precisely as possible the title of the final
document of the auditor for the needs of users, including foreign ones [6].

Pasko A. V. considers that, in due to the appearance of the Ukrainian translation of
ISA 2010, there was a problem with the title of the final document of the auditor on audit
results. Edition of ISA of 2006 translated the English term “Independent Auditor's Report”
as the “Opinion of an Independent Auditor”. In the 2010 edition, modified in comparison
with the early edition, a group of translators, translated the same English-language term as
“Report of Independent Auditor”. As a result there was confusion related with the use of
the terms. Besides, the translation of the title of the final document of the auditor is not the
same as its name in the Law of Ukraine “About Audit Activity” [8].

The change of the title of the final document about audit — “Report of an independent
auditor” (“audit report”), the number of scientists in their researches explain as the gap of
translation from English into Ukrainian: in English the phrase “auditor report” and
“auditor's opinion” are identical and mean “audit opinion” [6, 7, 9].

e
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Shalimova N. assured that the reason of norms collision in the International
Standards of Audit and Law of Ukraine “About Audit Activities” is very simple and lies
not in the differences between the documents, but in the lack of sufficiency in translation.
The situation is a vivid example of the need to ensure the correctness and consistency of
terminology use in translation of documents [10].

Therefore, despite the conflict of norms of the International Standards of Audit and
the Law “About Audit Activities”, and also according to the article 6 of the Law “About
Audit Activities” audit standards are obligatory for auditors, audit firms and entities, for the
purpose of equal application of certain dispositions of the Law “About Audit Activity” and
International Standards of 2010 edition, Auditing Chamber of Ukraine recommends to draw
up a document entitled “audit opinion (independent auditor’s report)” to auditing firms and
auditors according to the audit of the financial statements as it was reported in the decision
of the Audit Chamber of Ukraine dated 26.01.2012 Ne 245/13 [14].

So, starting from 2012, the Ukrainian auditors summarize the audit results in the
form of a document entitled “audit opinion (independent auditor's report)”. This name
combines two terms:

- the first part, “audit opinion” — norms of the Law of Ukraine “About Audit
Activity”;

- the second part, the “independent auditor's report” — the norms of International
Audit Standards, i.e. international standards.

We consider this to be inexpedient as Ukraine aspires to international cooperation,
for this reason after signing the Agreement about an association between Ukraine and
European Union in 2014, process of adaptation of legislation of Ukraine about auditor
activity to the legislation of the EC was given special attention. Thus, norms of Law of
Ukraine “About Auditor Activity”, including the title of the final document, we consider,
must become maximally close to the International Standards of Audit.

It should be noted that certain changes which approach us to the European standards
took place in Ukraine: the Forum of Auditors of Ukraine “Association from EU: calls and
prospects of audit in Ukraine”, organized by public Accountant Chamber of Ukraine, was
devoted to the search of the real ways of these difficult calls decision. Not only auditors, but
also representatives of public authorities and a wide range of the public took an active part in
its work. The main event of it was the presentation of changes in European Union legislation
as to compulsory audit of annual and consolidated accounts (Directive 2014/56/EU) [5].

In support of the policy on the need to adjust national legislation on audit activities
to the legislation of the European Union, during 2015 by the subjects of legislative initiative
were proposed two draft laws on audit activity, namely: the draft law “About auditing
activities”, registered in Verkhovna Rada of Ukraine 03.04.2015 Ne 2534 by the group of
people's deputies of Ukraine (updated 06.10.2015) and the draft law “About audit of
financial statements and audit”, published on the official website of the Ministry of Finance
of Ukraine 17.08.2015 (updated 15.01.2016) [11].

The analysis of norms of the draft law “About auditing activities” suggests that its
main purpose is to bring provisions of the Ukrainian legislation about audit activities in
accordance with the requirements of European legislation. This also concerns the audit
report, which complies with International auditing standards. Regarding the audit report,
the draft law provides: article 11 “Audit report and other official documents”, which
contains the following information:
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1. The audit report is an official document certified by the signature and seal of the
auditor (audit company), drawn up in accordance with International standards of Audit, the
results of the audit of financial statements.

2. The audit report provides assurance to users by statements of independent
auditor's opinion about reliability in all material aspects of the financial statements and
consolidated financial statements and its accordance with the requirements of laws of
Ukraine, regulations (standards) of accounting, international financial reporting standards
or other rules [15].

Therefore, the Ukrainian legislation in the sphere of audit activity makes positive
steps towards integration in the international financial space, since the audit is an important
tool that can ensure the Ukrainian companies access to world markets because it builds the
credibility to the audited financial statements from both domestic and foreign users.

Conclusions. Researches carried out in the area of the conflict in the name of the
final document about the audit of financial statements set in International standards on Audit
and the Law of Ukraine “About Audit Activity”, suggest that the reason for it lies not in the
differences between the documents “audit opinion” and “audit report”, but in the absence
of validity in their translation. To prevent similar problems in the future regarding
compliance of the audit terminology it is necessary to ensure correctness, and what is most
important, consistency in the use of terms in the translation of International auditing
standards.

For the purpose of economic integration of Ukraine to the European community, it
Is necessary to bring the legislation about audit activities in Ukraine in accordance with the
requirements of the EU Directives. This should be facilitated by the adoption of a new draft
law “About audit of financial statements and audit activity”, which takes into account the
requirements of the Directive 2014/56/EU.

Prospects for further research we see in the study of structural changes of the audit
report and types of audit opinions in accordance with the editions of the International
standards of Audit.
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AHOTALUS
AVJIUTOPCHKMI 3BIT: EBOJIOLISI HOPM YKPATHCHKOI'O TA
MIKHAPOJIHOTI'O 3AKOHOJABCTBA

DABIAHCBKA Bikmopia IOxumiena,

KaHoOuoam eKOHOMIYHUX HAYK,

Joyenm Kagheopu ayoumy ma 0eprHcagHo20 KOHmMpOio,
Binnuyvkuii nayionanvHuil azpapruil ynigepcumem
(m. Binnuuys)

Y cmammi pozenamymo npobaemu, wjo maiomo micye 8 ayoumopcuKii OiilbHOCI
Vkpainu, oomiero 3 axkux € 8i0cymuicmov YimKo20 ma OOHO3HAYHO20 MEPMIHOI02IUHO20
anapamy, Akuil € 0a3010 01 PO3YMIHHA CYMHOCMI ayoumy, to20 Memu ma 3a60aHb.
3oiticneno oyinky cmany ayoumopcvkoi OisIbHOCMI HA OCHOB8I NPOBEOeH020 AHANI3Y
OuHamixu Kinekocmi cy6’exmie ayoumy 6 Ykpaiui. Poskpumo memy ma yini ayoumy
8i0n08iono 0o Mixchapoonux cmanoapmis ayoumy. I[Ipoananizosano Kpumepii, sKum mae
gionogioamu ayoumopcovKuil 36im 8i0nogioHo 00 MidCHApOOHUX cmanoapmis ayoumy.
Hocniooceno icmopuuni acnekmu po3eumKy RNiOCYMK08020 OOKyMeHmda Npo ayoum
Qinancosoi  36imHoCcmi 8  YKpAiHCbKOMY mMaA  MIJHCHAPOOHOMY  3AKOHOOABCMEAX.
Ilpoananizoeani nozcniadu eueHux wooo Konizii Hopm MixcHapoonux cmanoapmis ayoumy
ma 3akony Ykpainu “Ilpo ayoumopcoky Oisinbhicms .
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Obepynmosano, wo GIOMIHHICMbL V HA38I 00HO20 | MO20 JHC OOKYMeHmda
“ayoumopcokuti  6ucHook” 8i0nosiono 0o 3akony Ykpainu “IIpo ayoumopcvky
Oistibnicms” ma  “‘ayoumopcokuti 36im”" 8i0nogiono 0o Mixchapoonux cmanoapmis
ayoumy noasieae 'y BIiOCYMHOCMI OOIPDYHMOBAHUX GIOMIHHOCMElU npu Nnepexkiaoi.
3anpononosano winAxXu npuBeOeHHs 3aKOHO0A8CMEA NpO AYOUMOPCHbKY OIANbHICHb
Yxpainu 0o eumoe nopm misxxcnapoono2o npasa, 4omy Mae CHpUsMU NPULHAMMSA HOBO20
3axononpoexkmy “Ilpo ayoum ¢hinancoeoi 3eimnocmi ma ayoumopcvky OisnvHicms”’, y
saxkomy epaxosari eumoau Jupexmusu 2014/56/€C.

KiarouoBi cioBa: He3anexHUH ayquT, ayauTOpChKa MisIbHICTb, ayJUTOPCHKa
JIyMKa, ayAUTOPCHKUI BUCHOBOK, ayAUTOPCHKUH 3BIT, MIXKHApOAHI CTaHIAPTU ayIUTY.

Puc. 2. Ta6a. 1. Jir. 15.

AHHOTANUA
AYJIUTOPCKHI OTYET: 3BOJIIOLSA HOPM YKPAUHCKOI'O 1
MEXIAYHAPOJHOI'O 3BAKOHOIATEJIBCTBA

DPABUAHCKAA Bukmopusa E¢umosna,

Kanouoam 3KOHOMUYECKUX HAYK,

oouenm Kagheopwt ayouma u 20cyoapcmeeHH020 KOHmMpoJi,
Bunnuyxuii HayuonanvHvLI AZpapHvlil yHUGEPCUMEm

(2. Bunnuua)

B cmamve paccmompenvr npobnemvl, umerowue mecmo 8 aAYOUMOPCKOU
oesamenvHocmu  YKpauHvl, OOHOU U3 KOMOPLIX AGNAEMCS OMCYMCMeue 4emroz20 u
O0OHO3HAYHO20 MEPMUHONOSUYECKO20 annapama, KOmopblil Aensemcs 0asou Ol
NOHUMAHUs CYWHOCMU ayouma, e2o yeau u 3aoad. Ocywecmeiena oyeHKa COCMOsHUSL
ayoumopcKkou 0esimenbHOCmU HA OCHO8e NPOB8EOEHHO20 AHANU3A OUHAMUKU KOAUYeCmed
cyovekmos ayouma 6 Ykpaume. Packpuimer yenu ayouma 8 coomeemcmeuu ¢
Mesicoynapoonvimu cmanoapmamu ayouma. Ilpoananuzuposanvl Kpumepuu, KOMOPbIM
00JIDCEeH COOMBENMCME08aMb AYOUMOPCKULL omuem 6 coomsemcmeuu ¢ MesxcoyHapoonsvimu
cmanoapmamu ayouma. Hccnedosamvl ucmopuyeckue acnekmvl pa3zgumus uUmoz208020
O0oKkymenma 06 ayoume (UHAHCOBOU OMUEMHOCMU 8 YKPAUHCKOM U MeNCOYHAPOOHOM
3axkonooamenvcmee. IIpoananuzupoganvl 632150l Y4EHbIX OMHOCUMENbHO KOJUIUYU HOPM
Meowcoynapoonvix cmandapmog ayouma u 3axona Yxpauwer “O6 ayoumopckou
OoessimenvHocmu”.

Obocnosano, umo omauuue 6 HA3BAHUU OOHO20 U MO20 dce OOKyMeHma
“ayoumopckoe 3axnouenue” ¢ coomsemcmeuu ¢ 3axoHom Ykpaunwvr “O6 ayoumopckou
dessimenvHocmu” u “‘ayoumopckuil omuem” 6 coomeemcmeuu ¢ MedxircoyHapoOHbiMU
cmanoapmamu  ayouma 3aKuiouaemcs 6 Omcymcmeuu 0OOCHOBAHHBIX PA3IUYUL 6 UX
nepegoode. Ilpednoodicenvt nymu npugedeHus 3aKOHOOAmMenbcmea 06 ayoumopcKou
oesamenvHocmu Ykpaunvl K mpebo8anusam HOpmM MeHcOYHApOOHO20 Npasd, 4emy OOJIHCHO
cnocobcmeoeams  npuHAmue HO8020 3axkoHonpoekma ‘O6 ayoume  ¢hunancosoii

omuemuHocmu u ayoOumopckou oOesimenvbHocmu’”’, 8 KOMOpoM Yumenvl mpedoeanus.
Lupexmuewvt 2014/56 / EC.
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KaroueBble cj0Ba: HE3aBUCHMBIA  ayJWT, ayJdTOpCKas  JIESATEIbHOCTD,
ayIMTOPCKOE MHEHHE, ayJUTOPCKOS 3aKIIYCHHE, AayIUTOPCKUHM OTYET, OTYET
HE3aBUCUMOT0 ayJAuTOpa, MexXayHapoIHbIe CTAHIAPTHI ayIUTa.
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