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PIHAHCOBOI'O KOHTPOJIIO

The article investigates the theoretical and methodological aspects of the use of risk management
tools in the system of public financial control. It is proved that in modern conditions of reforming
the approaches of public administration and administration the system of public financial control
requires the creation on the basis of existing, including foreign experience, financial control
mechanism, which will achieve the results in the formation and implementation of budgets. states.
The urgency of the organization of financial control in the public finance system allows us to
consider financial control as one of the most important elements of public reform in the country. It
is substantiated that for the optimal use of financial, material and labor resources involved in the
implementation of public financial control, as well as improving performance, regulatory
authorities in organizing certain types of public financial control use a risk-based approach, which
is to identify "risk areas"” in activities of subjects of budget law. It is noted that the introduction of
risk management in the implementation of state control in Ukraine should pursue such a goal as
improving the effectiveness of control and audit activities. Improving the effectiveness of control, it
is advisable to organize and exchange information about the results of control measures at all
levels, which will also create conditions for mutual recognition of control results of each other's
control activities and reduce resource costs for control activities. Aspects of influence of the state
financial control on budgetary risk are defined. The COSO Enterprise Risk Model is considered
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and the characteristics of its components are given, namely: the component of the COSO Enterprise
Risk Model '"risk identification” and the component of the COSO Enterprise Risk Model "risk
assessment". The method of application of the modified PEST-analysis in risk management in the
system of the state financial control and the modified matrix of the SWOT-analysis for the purposes
of risk management is resulted. A budget risk management card and its components have been
compiled and characterized.

Y ecmammi Oocniodceno meopemuxo-memooudHi acnekmu 3acmocy8aHHs IHCMPYMEHmMI8 pusuK-
MeHeOdCMenmy y cucmemi 0epicasHo20 Qinancoeo2o KoHmpoaio. [loéedeHo, wjo y cy4acHux
yMo8ax pegopmysanHs Ni0xo0i8 nYyONUHO20 YAPAGIIHHA MA  AOMIHICMPYBAHHS Ccucmemd
0epoHcasHo20 (PIHAHCOB020 KOHMPOIO NOmpedye CMEOPEHHs HA OCHOBI 8ice HASABHO20, 8 MOMY
yucai 3apyoiscHo20 00CBidy, MeXaHizmy QIHAHCO8020 KOHMPOIIO, MEMOo K020 Oy0e 00CACHEeHHS
3A0aHUX pe3yabmamie npu GopmyearHi ma GUKOHAHHI OI00Cemis, wWo 6ION0Gi0ae NPUHYUNAm
Qinancosoi nonimuxu Oepacasu. AkmyanbHicms numMans Opeanizayii QiHAHC08020 KOHMPOIO 6
cucmemi nyoniuHux inancie 00380.1€ pozenaoamu QIHAHCOBUL KOHMPOIL 8 SAKOCMI 00OHO20 3
HAUBAXCIUBIUUX eTleMeHmi6 0epicashux pepopm 6 kpaini. OOTpYHmMOBAHO, W0 05 ONMUMATLHOZO
BUKOPUCMAHHS  (DIHAHCOBUX, MamMepialbHUX i mpyoosux pecypcie, 3a0iSHUX npu 30iUCHEeHHI
0epoHcasHo20 (PIHAHCOB020 KOHMPOTIO, A MAKOMC NIOBUWEHHS De3yIbmamueHoCmi OisIbHOCHI,
KOHMPONIOIOYL Opeanu Npu OpeaHizayii oKkpemux 6udié 0epicasHoco (QIHAHCOB8020 KOHMPOJIO
3aCMOCo8yIOMb  PUBUK-OPIEHMOBAHUL  NIOXIO, AKUU NONAAE Y BUSHAYEHHI «30H DPUBUKYY 8
OisnbHoCmi €y0'€kmis 0100HCemMHO20 NPasa. 3ay8aliceHo, Wo NPOBAONCEHHS PUSUK-MEHEOHNCMEHMY
npu 30ILUCHEHHI 0epHCaABHO20 KOHMPOIO 8 YKpaini mae nepeciioysamu maxky memy, K ni08uieHHs
epexmunocmi KOHMPOILHO-AYOUMOPCHKOI disibHocmi. Buznaueno acnexmu 6niugy 0epicasHo2o
Qinancosoco KoHmpoio Ha O00dcemuull puzuk. Buseneno, wo icuyroui Ha cb0200HI MIdDICHAPOOHI
cmaunoapmu ma 6KA3i6KU w000 Op2aHizayii 0epAHcasHo20 6HYMpiuHb020 QIHAHCO8020 KOHMPOTIO 8
0epocasHomy cexmopi po3pobaei Incmumymom ewympiwnix ayoumopis (IBA) ma INTOSAI
(Misxcuapoona opeanizayis suwux opeanie Qinancoso2o koumponio). Posensnymo mooers COSO
Enterprise Risk Model ma nasedeno xapakxmepucmuky ii cknaoosux, a came: komnonenm COSO
Enterprise Risk Model «ioenmupixayis puszuxiey ma xomnonenm COSO Enterprise Risk Model
«OYIHKA pU3UKIB». 3a3HAYEHO, W0 OCHOBHUMU CKIA00BUMU OHONHCEMHO20 PUSUKY, U0 MONCYMb
BUHUKAMU Y 308HIUHbOMY Cepedo8UWi BHACIIOOK NEeBHUX YUHHUKIG, HA HAuly OYMKY, MOXMCYMb
sUCMYNamu. Npaeosi, 2any3esi, IHQIAYIUHI MOWo, a y GHYMPIUHLOMY cepedosunyi — npoghecititi
PpusuKu, Kaoposi puzuku, Qinancosi pusuxu. Egexmuenicms mexanizmie iHaHco8020 KOHMPOIIO
BNIUBY HA PUSUKU O0CAAEMBCA GIACMUBOCIAMU CKIAO0BUM elleMeHmi8 PU3uKy i AxKicmwo ix
83A€MOO0Ii, CHPAMOBAHUX HA OOCACHEHHA neeHo2o pe3yibmamy. Hasedeno memoouky zacmocyeanns
mooughikoeanozco PEST-ananizy 6 ynpaeninni pusukamu 6 cucmemi 0epicagHo20 QiHancosoco
Koumpoato ma moougikosanoi mampuyi SWOT-ananizy 6 yinax ynpasninnsa pusuxamu. CKiaoeHo
ma 0xapakxmepuz08ano Kapmky YNpasiiHHsA O100HCeMHUM PUSUKOM MA 1020 CKIA008UMU.
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Problem statement. In modern conditions of reforming the approaches of public administration and
administration, the system of public financial control requires the creation on the basis of existing, including foreign
experience, financial control mechanism, which will achieve the results in the formation and implementation of
budgets, which meets the principles of financial policy. The urgency of the organization of financial control in the
public finance system allows us to consider financial control as one of the most important elements of public reform in
the country. For the optimal use of financial, material and labor resources involved in the implementation of public
financial control, as well as improving performance, regulatory authorities in organizing certain types of public
financial control use a risk-oriented approach, which is to identify "risk areas" in the activities of sub ' budget law. It



should be noted that the introduction of risk management in the implementation of state control in Ukraine should
pursue such a goal as improving the effectiveness of control and audit activities.

Analysis of recent research and publications. The issue of public financial control is the subject of wide
debate among such economists as N.P. Vladimirova, L.I. Ivanova, H.I. Ivaskevych, O.V. Natarova, L.E. Trush, A.W.
Khmelnikov. At the same time, the issues of systematization of the use of risk management tools in the system of public
financial control remain open.

Research objective. The purpose of the article is to systematize the theoretical and practical aspects of
information management of risk management in the system of public financial control.

Research results. Internal control is a holistic process that depends on both management and staff, and
involves a set of measures, such as distribution (delegation) of authority, risk management, monitoring the achievement
of planned results, etc., aimed at providing sufficient guarantees to achieve certain goals activity of the organization, its
effective implementation of functions and tasks [1, p. 16].

Risk-oriented approach in planning the activities of the internal state financial control in the financial and
budgetary sphere is a method of organization and implementation of state control, in which the choice of intensity
(frequency, duration, form) of control measures is determined by assigning the object of control to some extent the risk
of damaging the budget system of Ukraine.

The main emphasis in the implementation of public financial control, in our opinion, should be placed on
minimizing the risks of violations in the budget sphere and preventing harm to the state. Accordingly, the formed model
of the state financial control should provide at all levels of budgetary system timely detection of risks of commission of
violations of the legislation and their elimination, and also maintenance of effective management of budgetary risks.

For this purpose, an effective exchange of information on the results of control of risks identified in the
financial and budgetary sphere, as well as on the measures taken to minimize them should be organized.

Based on the objectives, the model of public financial control at the state level should ensure the interaction
of the Accounting Chamber, the State Audit Office as the highest body of external public audit, performing external
public financial control, the Treasury as a body of internal financial control, the main managers of budget funds.
financial control and internal financial audit, and other objects of control in the financial and budgetary sphere. To date,
the bodies of external and internal public financial control operate independently of each other and do not form a single
"control vertical", although there are obvious relationships between them that allow them to be considered within a
single system. Interaction between all bodies of state financial control, as well as the main managers of budget funds
should be carried out taking into account the need to exchange the following information:

— about the planned control measures for the purpose of elimination of their duplication;

— on the results of control measures, including the measures taken to respond and bring to administrative
responsibility;

— on identified risks of violations or deviations from established standards and rules in the format of risk
maps.

It should also be noted that the implementation of effective financial control is impossible without high-
quality interaction of public financial control bodies with the main managers of budget funds. In addition to the
implementation of control measures, the State Treasury Service of Ukraine and the bodies of internal state financial
control of the subjects of Ukraine conduct an analysis of the implementation of internal financial control and audit in
relation to the chief administrators of the relevant budget. Within the framework of this mechanism, the possibility for
the introduction of common principles and methods of control activities with internal state financial control is realized.
The model of the impact of public financial control on budget risk is shown in Fig. 1.
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Fig. 1. The influence of public financial control on budgetary risk
Source: compiled by the author.

Obviously, to increase the effectiveness of control, it is advisable to organize the exchange of information on
the results of control measures at all levels, which will also create conditions for mutual recognition of control results of
each other and reduce resource costs for control activities. Such information may, for example, include the exchange of
information on identified risks in the financial and budgetary sphere in order to ensure a risk-oriented approach to
control activities, as well as the implementation of tools to prevent violations.

Existing international standards and guidelines for the organization of public internal financial control in the
public sector have been developed by the Institute of Internal Auditors (IBA) and INTOSAI (International Organization
of Supreme Audit Institutions). The standards and guidelines developed by these international institutions for the
organization of the internal control system in the public sector are based on the COSO Model, which was developed for
the private sector and is the most common in business management [1, p. 16]. According to the COSO Internal Control-
Integrated Framework model, the control system consists of five interconnected components, each of which relates to
business objectives (strategic, operational, reporting objectives and compliance with current legislation) [2, p. 1360]:

— control environment;

— risk identification and assessment system (Risk Assessment);

— control activities;

— information environment and communication system (Information and Communications);

— monitoring.

Subsequently, the COSO Enterprise Risk Model (ERM) was developed based on the COSO model, which
combined the components of the internal control system and the components of the risk management system. The eight
components of the risk management model include the previous five components of the conceptual framework for
control, expanded to meet the growing demand for risk management (Table 1.).



Table 1. Components of the COSO ERM internal control model

Ne Component The essence and characteristics
the internal environment is the atmosphere in the organization and determines how the
1 Internal risk is perceived by employees of the organization, and how they respond to it. The
environment internal environment includes the philosophy of risk management: risk appetite, honesty

and ethical values, as well as the environment in which they exist
goals should be defined before management begins to identify events that could
potentially affect their achievement. The risk management process ensures that
management has a properly organized process for selecting and setting goals, and that
these goals are consistent with the organization's mission and level of risk appetite.
internal and external events that affect the achievement of the goals of the organization
3 | Event identification | should be determined taking into account their division into risks or opportunities.
Opportunities should be considered by management in the process of strategy formation
risks are analyzed taking into account the probability of their occurrence and impact in
4 | Risk assessment order to determine what action should be taken against them. Risks are assessed in
terms of inherent and residual risk
management chooses a method of responding to risk — risk aversion, acceptance,
5 | Risk response reduction or redistribution of risk — developing a number of measures to bring the risk
in line with the acceptable level and risk appetite of the organization
policies and procedures designed and established in such a way as to ensure that risk
response is effective and timely
the necessary information is determined, recorded and transmitted in such a form and in
Information and such terms that allow employees to perform their functional duties. There is also an
communications effective exchange of information within the organization both vertically from top to
bottom and from bottom to top, and horizontally
the entire risk management process of the organization is monitored and adjusted if
8 | Monitoring necessary. Monitoring is carried out as part of current management activities or through
periodic evaluations.

Source: compiled on the basis of [3].

2 | Objective setting

6 | Control activities

As a result of the revision of the guidelines, the “goal setting” component was separated from the control
environment component, and the COSO “risk assessment” component was divided into three: “risk identification”, “risk
assessment” and “risk response (or risk management) methods”. [1, p. 17]. At the same time, in fact, the second COSO
model is only a detail of the first. In the context of this, it is advisable to consider these components in more detail.

COSO Enterprise Risk Model component "risk identification". Under the identification and analysis of risks
means identifying risks, their specifics due to the nature or other characteristics of risks, highlighting the features of
their implementation (including the study of economic loss, as well as changes in risks over time, the degree of
relationship between them and studies of influencing factors on them).

In the context of public financial control, the main complex concept is budget risk, which we propose to
understand the threat of unforeseen budget losses due to violation (intentional non-compliance) of budgetary, economic
and other legislation arising from external (independent) factors and internal (controlled) institutional environment.

The main components of budget risk that may arise in the external environment due to certain factors, in our
opinion, may be: legal, sectoral, inflation, etc.; and in the internal environment — occupational risks, personnel risks,
financial risks. The effectiveness of the mechanisms of financial control of the impact on risks is achieved by the
properties of the components of the risk elements and the quality of their interaction, aimed at achieving a certain result.

The main methods of identifying the components of budget risk and their brief characteristics are shown in

table 2.
Table 2. The most common methods of risk identification
Ne Method name The essence and characteristics
1 Method of historical is to determine the similarity of the situation or document on which the risk is
analysis determined, with those observed, used or prepared in the past

based on the use of experience and experience gained by other government
agencies or authorities of other countries in similar (similar) situations
involves the use of technologies such as modeling, analysis of the scheme
"cause-effect"
is to study the facts of inconsistency of planned indicators with their projected
sizes and to establish the reasons and external signs of these deviations, which in
the future will be possible to use to identify risks in the early stages of
administration
conducting surveys, including anonymous, participants or potential participants
in the process for which risks are identified

Source: compiled on the basis of [1].

2 | Method of analogies

3 | Analytical method

4 | "Inverse analysis" method

5 | Individual survey




Note that listed in table 2 methods of risk identification are common tools in the theory of risk management
and can be used in the context of identifying the components of budget risk. COSO Enterprise Risk Model component
"risk assessment". Assessment of budget risk and its components in the context of the functioning of the system of
public financial control can be carried out by an expert method of assessment. Within the specified component it is
possible to use the generally accepted methods of revealing of factors of external and internal environment in
combination with the device of the theory of probabilities.

PEST-analysis is a strategic analysis tool that can be used to assess the impact of external factors — political
(P), economic (E), social (S) and technological (T) — on activities and identify the source of risks (Table 3).

Table 3. Modified PEST-analysis in risk management in the system of public financial control

Weighf Expert N
] fighting assessments, a AVEIAge | ywoiohted average
Ne | Environmental factor factar, {(B11 0 10 10) rating, g score g
d a
EL | .. | E
Political _ _
Pl d; Ei - | Ey Ey dy % E
P; ﬁ]j Ey Ejf E E'Ei' X E_.L
Total by group of factors P Xd; X X X X P=Xd; xE,
Economic _ _
E | ... d; Eq E; Ey dy X Ey
E | ... d; E;j E; E d; % E,
Tora! by group of factors E X d; X X X X E=Xd; x E|
Social _ _
5 d; Ep E, E, d]_XEl
Si ﬁlj: -E."} EI' E (Ei' X E
Toral by group of factors § Xd; X X X X §=Xd; xE,
Technological
T d Ey E, Ey dy % E
T, | ... ﬁ]j E; EI-.- E, E'Ei' X E_'L
Total by group of factors T Xd; X X X X T=Xd; %X E
Total points 1,00 X X X X P+E+5+T

Source: compiled on the basis of

—

4].

Note that the proposed methodology does not limit the risk assessment experts in the number of factors for
each group, but the sample should include the most significant factors.

SWOT-analysis is a classic risk management tool that considers strengths and weaknesses, opportunities and
threats.

In order to manage risks, the SWOT-analysis matrix should be built with some modifications, including the
inclusion of the following indicators:

— probability of occurrence of the event (P;) — from 0 to 1 due to the fact that the risk is a probabilistic value;

— expert assessment (E;) of the impact of each individual factor - from 1 to 10;

— the nature of the dependence of a pair of factors, expressed by the correlation coefficient (rF1-F2) with the
values —1 — inverse, 1 — direct, 0 — no relationship;

— the degree of manifestation of the weak or strong side (R;) — from 0 to 10.

Cross-assessment of the interaction of factors of individual groups of the external and internal environment in
accordance with the parameters is found as follows:

it
FI+FE=EPEEIREXTF1-?2 (1)
i=1
The modified SWOT-analysis matrix for risk management purposes is shown in table 4.



Table 4. Modified matrix of SWOT-analysis for risk management purposes

EXTERNAL ENVIRONMENT
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Source: compiled on the basis of [4].

The considered technique of modified SWOT-analysis is a simple and clear tool of information analysis and
management decision-making, which can be used in the process of risk assessment in the system of public financial

control.

COSO Enterprise Risk Model component "risk response methods". One of the tools that will regulate the
development of risk response measures can be a risk management card, the template of which is shown in table 5.

Table 5. Budget risk management card and its components

Component of budget risk

A set of actions aimed at:

risk reduction

risk hedging

risk avoidance

1 information risk

application of
information validation
procedures

consultations with
budget managers

constant monitoring
and analysis and
assessment of changes
in legislation

2 | organizational risk

association of
structural subdivisions
in a common direction

relationship and
cooperation of units in
solving problems

monitoring and

evaluation of the
effectiveness of
structural units

n | personnel risk

training and retraining
of staff

involvement of young
professionals

providing the best
parameters of
conditions and wages

Source: compiled by the author.

In order to manage the components of budget risk, the card shown above defines a set of actions aimed at
reducing, hedging or avoiding the corresponding risk.
Conclusion. Thus, the proposed methods of identification, assessment and management of budgetary risk in
the context of the functioning of the system of public financial control can act as information and analytical support in
the activities of regulatory authorities. To increase the effectiveness of control, it is advisable to organize and exchange



information on the results of control measures at all levels, which will also create conditions for mutual recognition by
control bodies of the results of each other's control activities and reduce resource costs for control activities. Such
information may, for example, include the exchange of information on identified risks in the financial and budgetary
sphere in order to ensure a risk-oriented approach to control activities, as well as the implementation of tools to prevent
violations.
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