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INTERNATIONAL ACCOUNTING STANDARDS IN
THE CONTEXT OF ACCOUNTING AND
STATEMENTS OF PUBLIC ADMINISTRATION IN
SLOVAKIA

Abstract : In the article we deal with characteristic of mmi&tional accounting standards

and their application in public administration ilo@&kia. We also compare accrual versus
cash accounting system.

We analysis work proses of the systems of accogreind reporting - logistics process

information work.
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4.1. Introduction

For effective management in the public aeare quality financial
information essential. The role of public sectoc@unting is to provide a
database of relevant information for the manageroémublic finances
and the need for transformation results of opematiof Slovakia in the
EU. The need for benchmarking and evaluation omgdinns across the
EU requires the financial accounting and reportimich is represented
by the International Accounting Standards for tblRR Sector (IPSAS).
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4.2. Characteristics of IPSAS

International accounting standards for the pubkctsr (IPSAS)
contains a set of 32 standards. Standards are \eggprand published
under the title "International Public Sector Acctng Standards Board"
(IPSASB or IPSAS-Board). IPSAS are aimed at imprgvihe quality
and transparency of public sector financial repgrtand accounting
methodologies. Countries such as Switzerland, AysiNetherlands,
France, wholly or partially have already implemehlegislation to these
standards.All standards are, in principle, publisimEnglish. In terms of
content, most of IPSAS must comply with Internasio\ccounting
Standards (IAS) / International Financial ReportBgandards (IFRS),
which are focused on accounting for business. Oeref standards in
the Table. 4.1.

Table4.1. Overview of standards based on the accrual principle

Standard Year of IAS / IFRS from which the IPSAS standard based
IPSAS publication

IPSAS 1 2000 IAS 1 — Presentation of financialesteents

IPSAS 2 2000 IAS 7 — Cash — flow statements

IPSAS 3 2000 IAS 8 — Accounting policies, changes dccounting
estimates and errors

IPSAS 4 2000 IAS 21 — The effects of changes irifpr exchange rates

IPSAS 5 2000 IAS 23 — Borrowing costs

IPSAS 6 2000 IAS 27 — Consolidated and separadmdiml statements

IPSAS 7 2000 IAS 28 — Investments in associates

IPSAS 8 2000 IAS 31 — Interests in joint ventures

IPSAS 9 2001 IAS 18 — Revenue

IPSAS 10 2001 IAS 29 - Financial reporting in égpflationary
economies

IPSAS 11 2001 IAS 11 — Construction contracts

IPSAS 12 2001 IAS 2 — Inventories

IPSAS 13 2001 IAS 17 — Leases

IPSAS 14 2001 IAS 10 — Events after the balaneetstiate

IPSAS 15 2001 IAS 32 — Financial instruments : @néation

IPSAS 16 2001 IAS 40 — Investment property

IPSAS 17 2001 IAS 16 — Property, plant and equigmen

IPSAS 18 2002 IAS 14 — Segment reporting

-45 -



IPSAS 19 2002 IAS 37 — Provisions, contingentilisés and contingent
assets

IPSAS 20 2002 IAS 24 — Related party disclosures

IPSAS 21 2004 IAS 36 — Impairment if assets

IPSAS 22 2006 There is no relevant IAS / IFRS, ofcihthat is based
IPSAS

IPSAS 23 2006 There is no relevant IAS / IFRS, ofclwhthat is based
IPSAS

IPSAS 24 2006 There is no relevant IAS / IFRS, ofcihthat is based
IPSAS

IPSAS 25 2008 IAS 19 — Employee benefits

IPSAS 26 2008 IAS 36 — Impairment of assets

IPSAS 27 2009 IAS 41 — Agriculture

IPSAS 28 2010 IAS 32 — Financial instruments : @néation

IPSAS 29 2010 IAS 39 - Financial instruments : gegtion and
measurement

IPSAS 30 2010 IFRS 7 — Financial instruments :ld@oes

IPSAS 31 2010 IAS 38 — Intangible assets

Source: (KRSEKOVA, M. 2011)

In the context of international accounting standaiar the public
sector important function has the Internationaldfation of Accountants
(IFAC). Founded in 1977, currently consists of l@#mbers and
associates in 129 countries of the word, reprasgrapproximately 2,5
million accountants in practice, education, cividngce, industry and
commerce.

The Federation contributes to the development, tamop and
implementation of high quality international accting standards for the
public sector, especially through actions in suppbmternational public
sector accounting (IPSASB Standards Board). IFA8uas guides,
standards and other publications and is copyrighB8IAS independence
is ensured in several ways:

- complete transparency, and for professional hoboth for the
public,

- participation of observers in the standard-sgttiprocess.
IFAC Council established the International AccongtStandards for the
Public Sector with effect from November 2004 to qu& high-quality
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accounting standards for public sector entitiesiiagiche world, facilitate
the process of convergence of national and intenmalt standards and
promote their application for improving financialamagement, increase
accountability in public sector, improving the gtyaland comparability
of the reporting of information in the financiab&ments and to ensure
compliance with the basic objective of financialtetments. The Council
replaced the original committee for the public sect(KRSEKOVA, M.
2011)

4.3. Accrual versus cash accounting system

For current developments in the world economy isratterized by
international integration acquiring global dimemsio Given such
developments in the world economy observed in &addito the
international flow of goods and capital flows wding economic
information, which is just an essential resourceoaating. For this
reason, it is a natural process of internationatmioaization of
accounting and control, intended to overcome thistieg differences
between national accounting systems. Trends itEthiepean Union is to
unify the accounting and reporting of state andlipugector, and the
Slovak Republic acceded to the implementation @friad accounting
and international accounting standards for the ipubkctor in our
legislation.

The general trend in European Union countries iateampt to unify
the accounting and reporting of state and publitoseon an accrual
basis, the European Commission recommends the fugdgeonational
accounting standards for the public sector. The@wating system of the
European Commission in 2005 was based on cash fléws system
recorded only budgeted revenue and expendituregidie year, which
was supplemented by information at the end of thar,ywhich were
required to prepare financial statements. As thditats report on the
audited financial statements for 2002 indicate ificant problems in the
prior accounting system, the European Commissioriddd to
implement the project transition to accrual accmgntwhich defined:
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« the new accounting system - unified data formdyllg integrated
input data into the information system, the coesisy of central and
sectoral systems, perennial consistency of datardadnation, full
accrual basis in accordance with international ddegs, -
Information technology - one data input, full ofagration systems,
eliminating double data, effective data securitgtad credibility,
auditability guarantee, etc.

The harmonization of accounting is the processarivergence of
accounting principles, accounting policies, accognt rules and
balancing, and in particular the content of thaficial statements of each
country so that they were comparable and transpanéormation for
users of financial statements in any country inviioeld.

Gradual alignment of the contents of the finansiatements is referd
as the process of harmonization. Underlying thizess is the creation of
accounting standards that are widely accepted asell (the main
requirements (GUZYOVA, K. 2007).

In the process of international harmonization ofcamting since
2005 has separate accounts instead of the puldiorsdssuance of
international accounting standards for the pubécter has expanded
international harmonization of accounting also tmmtrol of such a
specific area, such as public sector accountinge Titernational
harmonization of regulatory and accounting develepsl publishes
International Federation of Accountants - PublictS8e Committee - set
of recommended accounting standards for publicosesttities, referred
as International Accounting Standards for the RuBéctor (International
Public Sector Accounting Standards - IPSASs). Tueltp a set of
accounting standards for public sector entitiesiiatiothe world working
committee to achieve its objective, which was dafiin the preface to
the international accounting standards for the ipidgctor as follows: to
develop a program aimed at improving financial ngmmaent and
accountability in the public sector, including dey@nent of accounting
standards and promote their application.
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As the International Accounting Standards for thablle Sector
(IPSAS) are derived from international accountirigndards for the
private sector, the chart of accounts for entiteording to the
methodology of the European Union - ESA 95 - Euamp&ystem of
Accounts, income and expenses are adjusted oncanahdasis, taking
into account also moves the assets and liabilitfgsublic organizations
with links to the system of National Accounts. Thadvanced
methodology provides information on the overall egement of public
finances, which are key inputs in the analysis bé tfinancial
management of public administration and infornmati@sources for
investors.

e The most significant changes in accounting procesluand
methodology in reporting ( income statement balasiwet, income
statement and notes ) state and local governmengs :a
Survey profit by comparing costs and benefits of @lblic
administration entities

e The introduction of accounting for revenues in thain business
entities,

e The requirement to provisioning, provisioning aritify accruing
costs and benefits and the main activities of btadgerganizations,
municipalities and higher territorial units,

e Changes in the method of financing subordinate rorgéions
founded and introducing the concept of " transféo ‘tescribe the
mutual settlement of relations,

e Changes in accounting have links to the financitesnents
(balance sheet, income statement, notes). The dealsimeet shows
equity is recognized uniform profit and introducéidemselves
reporting accounting relations between the fouraet subordinate
organizations. The income statement is united (nglain the
structure of costs and revenues) for all public iatstration entities.

Public budgets and allocation of funds are traddlty compiled on a
cash basis. It was one of the factors that letiégoreoccupation with the
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cash basis of accounting in the public sector. ddmularity of cash basis
accounting in government arose from the need toitorothe annual
collection of tax revenues and the subsequent ngsuaf such revenue.
Cash basis focused on cash flow during the penmtlaso provides a
basis for comparison with the budget. Informatiobtamed from
financial statements by direct comparison betwberbudget and the fact
they are useful to the legislature and other esleamd internal users'
monitoring actual expenditure compared to budgetgxnditure.

Cash accounting provides information about casiv #ad allows to
monitor expenditure compared to reality by a castidj it is not intended
to meet the information needs. Its aim is to repash in, cash losses and
changes in cash balances. Ignores other flowsmafsfuwhich may also
affect the ability of the public sector to provigeods and services. One
of the advantages over other cash accounting basiscounting is that
preparers of financial statements are not forcediniplement any
decision in determining the cash flows for the yesrd have the
possibility to manage the timing of cash flowsilmcome withholding
payments until the next reporting period and thuhkilet favorable,
respectively adverse results. In this sense, tbh basis less subjective
than other bases of accounting. Despite the appaiemplicity cash
accounting in practice may not be easy for usersuriderstand the
financial statements, which is largely due to thecpice of creating very
detailed reporting of income and payments (detadisification of
income and expenses), which greatly influences itensity of
bookkeeping. Under cash accounting, all cash receipd expenditures,
regardless of type, recognize at the time of réceifpcash advances.
(FABIAN, S. 2005)

Accrual basis - the effects of accounting transastiand other events
showing the moment when incurred (rather than wbash or cash
equivalents received or issued) and are recordéukimccounting books
and reported in the financial statements in theéopdo which they relate.

Accrual basis as one of the pillars of double-endéigcounting
principles forms the basis of all costs and revennehe period in which
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they are incurred, regardless of the date of paymemrollection or on
the settlement date otherwise . Accrual basis sumenthe application of
timing differention of accrual expenses and revenéecrual principle
emphasizes the independence of the accounting dpesdiich is
important in arriving at the profit or loss for tleerrent period , which
does not take into account the results of operationother periods.
Accrual basis helps to ensure that financial statémare prepared on the
basis of the true and faithful, leading to a trod &air view of the facts of
the management company.

Model accrual accounting, which is the basis foaficial reporting
under international accounting standards is indudend explained
mainly by the framework to international accountisigndards IAS /
IFRS. Accrual basis transferred to the accountgosernment and self-
government means that accounting provides infoonatibout assets,
liabilities, expenses, revenues, income and expgemsahe period in
which the transaction originated . Versus cash shdsi be these
transactions recognized in the period when incuaredi not in the period
when received or paid cash related to these trdosac Another
condition for the application of accrual basis adimtaining continuity
duration of the entity. This principle is also enséd in the New
Financial Regulation. ( FABIAN,S. 2005) .

In cash accounting, transactions are recordedwhgn the receipt or
payment of cash. Unlike accrual accounting, casiowtting does not
distinguish between the purchase of assets angaymment of expenses.
It does not follow yields only costs because prafitl loss account has no
informative value. There are essentially only reeevarious subsidies
from various entities in relation to their utilimat and also the budget.

Advantages of accounting on an accrual basis aosvrshin the
following table.
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A 4 A 4 A 4

Summary of Financial Watching
assets and statements accounting
liabilities with a better items in terms
ability to of analysts
express
\ 4 \ 4 \ 4
\ 4 \ 4 A \ 4
More More Greater Minimizing
effective effective political risk in
management audit control defective
and decision- payments to
making beneficiaries

Fig. 4.1. Benefits of accrual accounting.

Source: GUZYOVA, K.2007

4.4. Logistics process information work

European Federation of Accountants recommendsginagrnments
and public sector entities use the accrual basecobunting, because it
brings transparency, clarity and comparabilityioffcial information in
the public sector in Europe and beyond.

The adoption of a single set of accounting starglardased on an
accrual basis at all levels of government acros<Eld would bring clear
benefits in terms of governance and public sectanagement. It is
expected that accrual accounting at the microecantawvel in the public
sector will improve the efficiency and effectiveresf public
administration and facilitate the provision of lidily, which is a
prerequisite for the maintenance and operationublip services. As is
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the case with any other business, the managemedntanirol efficiency
and effectiveness of public sector depends on tlamagement and
control of its economic and financial situation atigk results of its
operations. Double-entry accrual accounting is tmdy universally
accepted system that provides the necessary infiemieliably and on
time. Harmonized accounting of public administratidased on an
accrual basis, in addition to improving transpayeraczcountability and
comparability of financial reporting in the pubBector and can serve to
improve the efficiency and effectiveness of publidlit.

Most Member States have introduced accrual acaaoyniin
government sector according to their national steshsl or is in the
process of its implementation. Eleven Member Stdtase mixed
systems, it means has established various accgumtincedures at
different levels of public administration. Accoumdi framework and
accounting systems of the European Commission ather oEU
institutions and bodies, are based on an accrusb l@nd inspired by
international accounting standards for the puldictiar. The same is true
for various other international organizations.

Structured presentation of the facts in view of #®ve attributes
represent financial statement. This creates tmelasion of financial
accounting. It can be characterized as a "summérdata" normal
accounting records and their arrangement in thesanreports, which
form and content are mandatorily covered by theisttiyp of Finance of
the Slovak Republic. The financial statementsquar several tasks:

- The role of information ,

- Documentary role ,

- Monitoring role ,

- Be the subject to verification by an auditor.

Financial statements are a source of information ddferent
candidates, for example - information for userowiake an informed
decisions, - auditors , financial analysts or randoisers. These
informations apply to the following areas :
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- The amount and structure of assets,

- The amount and structure of liabilities,

- The amount and structure of equity,

- Financial position and changes in financial posit
- Cash flow - incomes and expenditure,

-Costs, revenue, economic results, profitability.

In 8 17 of the Accounting Act states that the ficiahstatements are
a structured representation of the facts, whichsatgect to accounting.
The law also defines the general terms and comgengrmeans what
constitutes accounts in double entry bookkeepihgs€ are:

- Balance sheet,

- Income statement,

- Notes.

The balance sheet is a polished, organized indim 6f money and
property comparisons of financial resources inftiie of a specific date.
The basic function of the balance sheet is to ghe organization a
certain date overview of its financial situatiorhefrefore, the balance
sheet is drawn up at least once a year and inrtleoBthe accounting
period. Organizations but also make the balancetshere often, and it
usually quarterly. The balance sheet is actualgtdice ", which means
two-armed scale, which is in balance. The main compts of the
balance sheet as assets and liabilities. Assetsdiffierent kinds of
property, it means things that have value to tlgawization. Liabilities
represent sources of asset coverage, which mayebeotvn or foreign.

Steady state corresponds to the basic equatiohecbalance sheet:
total assets (assets) = sum of liabilities (sourcd#s coverage).
After application of international accounting stards for the public
sector there is a change of public administrafiioincial reporting. Pods
and basic components of the financial statemergsuachanged, but
there are significant changes in their content fomch. In a statement
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Balance sheet name arose in connection with thistration of own
sources of coverage, special recognition accoumélagions between the
founders and their budgetary and subsidized orgtaizs, among other
entities of public administration and outside pfiblic administration,
and the need for accounting adjustments, reseneésecruing costs and
revenues.

Income statement explains the formation of economasults, it
means what the costs and revenues incurred eeonesult for the
period. Directly related to the balance sheet iteneconomic result,
which is classified to equity.

After the application of international accountingrelards for the
public sector there is a change in the profit ass laccount. There has to
be registration costs in one accounting class ¢ms costs incurred by
the principal or business) . There was expansiorcast accounting
groups that allow monitoring costs under the gendsrm, thus,
management is better able to answer the questiomvhat economic
resources are consumed ? " And if it can be lirtke@asons of cost and
place of birth, so they meet the requirements ®retbpment drafting
program costs. Costs will become even governmemganizations
essential to the development of cost managementhvatould be more
closely the costs, they are a source of furtherlyaisa Correct
identification of the cost of performance, formglgocesses can reveal
weaknesses and avoid inefficient activities, as|wad provides
development forecasts. costs depending on the pdends select, if
possible further development of the optimum varidntthe area of
revenue occurred even more rapid change, bec#lds have started to
follow in species processed in the core business.

The most important part of the profit and loss aotofrom the
perspective changes and specifics in public adinétisn constitute a
new group aimed at monitoring the costs and bemeésulting from
transfers, which are not only clearing relationshipetween public
administration, but also in contact with foreignvgmment entities (for
example business).
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Statements of accounts are considered to be faahlsummaries of
guantitative indicators, grouped according to theppse for which the
information is disclosed and provide comprehenst@nparable and
reliable information for external and internal seifhe only way to
ensure the quality aspect of information, linkimg tsignificance of the
information for their further use. Logistical pr@seof working with
accounting information clearly defined the image.

Financial Accounting as F
an instrument i INPUT OUTPUT
o F
a i
Record n n
- effortto provide c i ol a
»| quantitative » i | " mancia »
information primarily a statements c
financial in nature : . .
1 1 »| Indicators and their
a interpretation
r 1
Efforts e Other
To improve the p statements, a
_re]fpoﬂm% Ofﬂj . I © || overviews, I n
——p | niormauontha r spreadsheets, a
provides its users t reports 1
with accounts i y
n s
g i
s

Fig. 4.2. Logistic process of working with accounting information.

Source: STANGOVA, N., MIHALIKOVA E., FABIAN, S.2011

4.5.Conclusion

Conceived accounts does not stop the prooésworking with
accounting information, conversely starting. Indemr to a proper
understanding of the facts in the financial stateiseit is necessary to
elaborate notes, containing precise reports, @etaitables and
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descriptions, which means they could be usersttetbassess the impact
of balancing methods for preparing financial staets. In assessing the
need to focus on quality reporting profit, businesstity, using
accounting methods, qualitative and quantitativénos of disclosure.

Based on the new method of accounting in the pubdictor is
necessary to extend financial analysis and alswralotransfers to the
impacts resulting economic result entity on thmugds that transfers the
application of accrual accounting are displayedamty on a cash basis,
but there will also be costs (if the transfer aveaf)ddand revenue (if the
transfer is taken) and an accrual for the cosexpenses.
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