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THE CURRENT LEVEL OF ACCOUNTING AND
AUDIT DEVELOPMENT IN GEORGIA

The Federation of Auditors, Accountants and Financial Managers
of Georgiais oriented towards improvement of applicability of inter-
national financial reporting standards and international standards of
audit in the field of Small and Medium Enterprises and consequently
on provision of support of professional interests in these fields. The
Federation as well as country is moving towards integration into the
European structures and with full adequacy realize the necessity of
sharing the best practices in Accounting and Audit field which exists

in European and in the World experience.

When we talk about development and reforms in post-so-
viet states in the field of application of international standards
of financial reporting and audit we need to touch the problems
which jeopardize this process. Its obvious that in many coun-
tries the problems are the same and this is common for us.

Unfortunately, in this regards in Georgia the situation is
not perfect. Mainly this is caused by the unjust regulations
done so far. From the legislative perspectives the accounting
in the private sector is regulated on self-regulation principles
since 1999, and in audit — since 2013. This became the issue
of the recent debates among the professional organizations.
The diffence in points of view is caused also by the existing
norms of professional organization accreditation, two level
system of audit registry, and other provisions of the Law of
Georgia on Accounting and Auditing of Financial Statements.

The existing economic and motivation level of business
structures in Georgia induces that accounting and audit ac-
cording to International Standards of Audit and Financial
Reporting is not demanded and also as usual the costs of [IFRS
for SMEs applicability in Small and Medium companies in
Georgia is higher than forecasted income from the establish-
ing relevant quality control in the company necessary for
application of IFRS for SMEs. More impact andcare is given
towards avoidance of taxation risks (which definitely does
not stipulates application and obsrvance of international stan-
dards in financial reporting). Also in general the accounting
and audit became the field of influence of the interests by
different actors.

So called reforms induced the quasi-situation where there
are separately, without any coordination the interests of i) the
Ministry of Finance&the Revenue Service, ii) State Audit
Organization, and iii) Professional Organizations of Accoun-
tants and Auditors working in the private sector. Actually, all
three directions claim in their competence frameworks in all
the areas of their regulation the financial reporting and audit
to be conducted (done) according to international standards.

Currently in Georgia for the public legal entities the norms
of accounting are adopted by the Ministry of Finance.

The State Audit Organization is performing audit of public
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resources, audit of spending and usage of other material assets.
Underthis organization the Public Law Legal Entity “State
Finances Institute” is established.The main functions of this
institute are: education in the field of public audit, certifica-
tion and mandatorycontinuous education of the public sector
auditors, research and analytical, expertise and consulting,
public sector audit services. The Institute is responsible on
elaboration and appropriate implementation of quality control
policy and procedures of public sector audit service. Interest-
ing fact is that in the public sector the right of audit service
have only auditors certified by the Public Finances Institute.
From the mentioned facts its evident thatthe number of the
public sector auditors is very restricted.

Audit of the incomes and expenses of the tax payers,
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their taxes calculations and payments is done by the Revenue
Service. The majority of the audit companies is now engaged
in the so called alternative audit of tax inspection and this
became one of the important part of gaining revenue from
the audit service in Georgia. Selection of the tax inspection
(audit) performing audit firm and the issues related to the
quality control of taxation is regulated by the regulatory acts
issued by the Minister of Finance. The mentioned initiative
is oriented towards fiscal effect and the results are definitely
worthmentioned, however in its sense taxation audit is linked
with taxation legislation and so the International Standards
are less observed. Therefore, in this direction as well we see
the conflict of interests.

In Georgia the objects of the mandatory audit are about
5-8% of the total number of enterprises. Also, the right to
conduct mandatory audit has the audit firm which is registered
in the registry of auditors (by the end of the current year reg-
istration in the mentioned registry is not required, however
here mainly are considered the international network member
companies “Big Ten”” and members of “Big Four”). Therefore
in this field as well we see the conflict of interest from differ-
ent bodies operating in the segment of audit and accounting.

Therefore for the majority of the auditors the only object
ofthe audit is small and medium enterprises. Their motivation
towards usage of the financial reporting international standards
for SMEs is very low.

Despite the above mentioned, the special attention needs
to be paid towards current situation of qualification trainings
of the accountants and auditors (professional accreditation). In
Georgia the qualification training of accountants and auditors
is conduced since year 1999 according to ACCA teaching pro-
gram managed from Glasgow, Great Britain. Alongside with
positive aspects, the disadvantages of the program the is that
the teaching process is longer in compare to other internation-
ally recognized programs, the program consists of at least 14
papers and Ethics module and practically is not applicable in
Georgia. Unfortunately there is no simplified alternative solu-
tion for those auditors and accountants who already posses
post-graduate education level coupled with practical working
experience.These are who work in the mentioned field and
had obtained the accreditation certificates from the former
regulatory body of Georgia — The Audit Council of Georgia
at the Parliament of Georgia (the numbers of the certificates
issued is about 600-800 persons). The validity of the issued
certificates passes in few years and this is will be big headache
for our colleagues.

Therefore we are in the process of establishing alternative
teaching programs in Georgia, like CIMA, Chartered Institute
of Management Accountants with 9 papers envisaged. But
this is also related to some difficulties (like creation of mate-
rial — technical basis).

In our point of view the measures which shall be conduced
in the area of accounting and audit and which need to be sub-
ject of the further discussions, are as follows:

. First of all its needed the legislative basis to be im-
proved with assistance of international experts;
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. So to establish the accounting and audit regulatory
oversight body equipped with full competency and relevant
functions, and its competence shall be covering the State
Audit Organization, Revenue Service, as well as Private
Sector in full.

. The oversight body shall elaborate the respective
Statutes and shall conduct the accreditation process of profes-
sional organizations

. The regulatory body shall maintain the entire register
of auditors

. Shalll be established continuous education and cer-
tification wise concept for Auditors and Accountants

. Shall be defined the quality control provision unified
system and its criteria

. Shall be established the system of motivation of
Small and Medium Enterprises to apply the International Stan-
dards of Financial Reporting and Accountingin the process of
preparation of the Financial Statements and conducting book-
keeping and the perspectives of its practical implementation

. The special attention shall be paid towards teach-
ing auditors and accountants for Micro, Small and Medium
Enterprises with relevant International Standards of Financial
Reporting, their training in the area, their provision with ma-
terials and other tools required.

Its obvious that the list of the measures is not final and its
possible to make corrections into it. Also this is linked with
the mobilization of human and material resources, which is be-
yond of the capabilities of one small professional organization.

The Federation is engaged in World Bank’s Centre for
Financial Reporting Reform (Henri Fortin, Head of CFRR) 1)
Accounting and Auditing Standards Community of Practice (A
& A CoP) for Differentiated financial reporting requirements:
EU acquiscommunautaire and international good practices:
EU Directive 2013/34/EU from 26 June 2013 by EuP and EC
and in ii) Accounting and Auditing Education Community of
Practice (EDU CoP): Education for opportunity: Supporting
Universities in Achieving Academic Excellence.

The Accounting and Auditing Standards Commu-
nity of Practice (A&ACoP) has been developed to sup-
port STAREP countries address issues relating to accounting
and auditing standards, including alignment with EU and
international standards. The A&ACoP will help participants
understand the main issues and share information on achieving
a framework for accounting and auditing that meets EU com-
patible international standards and good practices, including
the specific reporting needs of SMEs.

The A&ACoP meets for launch workshops to update the
member professional federations from the STAREP countries
on key concepts of the acquiscommunautaire in the area of
corporate-sector accounting and financial reporting and the
principles that underpin it; focus on identifying common
challenges participating countries face and agree on the future
priorities and activities for the A&ACoP.

As many countries move towards the adoption of interna-
tional and regional standards in accounting and auditing there
is a need to ensure high quality, relevant education both for
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those entering the profession and for ongoing professional
development throughout their career.

The World Bank’s new Accounting and Auditing Edu-
cation Community of Practice (EduCoP) brings together
those involved in delivering accounting and audit education
in STAREP partner countries to share best practice and
create new knowledge. The EduCoP meets for a launch
workshop to focus on the role of Universities in providing
high-quality initial professional development education.
Discussions include potential partnerships, including aca-

demic, quality assurance and financial support opportuni-
ties, and consideration of the value, importance and role
of'academic research and learning technologies in modern
accountancy education.

We believe that its unique opportunity for usto attend
such workshop in Accounting and Auditing Standards
Community of Practice and to share experience with our
colleagues in in the Countries of the Eastern Partnership
(STAREP) which will bring further development of our
professional organization.

PROGRAMS QUICK LINKS:

CFRR

http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/ECAEXT/EXTCENFINREPREF/0..contentMDK:2146

2724~pagePK:64168427~piPK:64168435~theSitePK:4152118,00.html

STAREP

http://web.worldbank.org/ WBSITE/EXTERNAL/COUNTRIES/ECAEXT/EXTCENFINREPREF/0,,contentMDK:2346

8684~menuPK:9341867~pagePK:64168445~piPK:64168309~theSitePK:4152118.00.html

REPARIS

http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/ECAEXT/EXTCENFINREPREF/0..contentMDK:2156

8556~menuPK:7356122~pagePK.:64168445~piPK:64168309~theSitePK:4152118.,00.html

FRTAP

http://web.worldbank.org/ WBSITE/EXTERNAL/COUNTRIES/ECAEXT/EXTCENFINREPREF/0,,contentMDK:2192

7199~menuPK:7356126~pagePK:64168445~piPK:64168309~theSitePK:4152118.00.html

A&A ROSC

http://web.worldbank.org/WBSITE/EXTERNAL/COUNTRIES/ECAEXT/EXTCENFINREPREF/0..contentMDK:2156

9478~menuPK:7356128~pagePK:64168445~piPK:64168309~theSitePK:4152118.,00.html

JERP

http://web.worldbank.org/ WBSITE/EXTERNAL/COUNTRIES/ECAEXT/EXTCENFINREPREF/0,,contentMDK:2274

0682~menuPK:7498350~pagePK:64168445~piPK:64168309~theSitePK:4152118,00.html
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