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The market of audit changes every day from its \mtyr. These changes
are related to increase of requirements to thetyuat the submitted reporting
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documents and reliability of financial state of gwdjects of economy. Each or-
ganization is trying to protect itself from possibbhistakes and misrepresenta-
tions in the economic indexes which directly inflae the financial result of not
only the enterprise, but the country's economyabale.

In several decades of its development audit incoumtry has proved it-
self as a perspective and quickly developing maokgtrofessional services. At
this stage of its development audit is an indepensegment of economy with a
rather significant annual turnover [2, p.36].

In the Soviet Union demand in audit services waseat due to economic
way of life - there was no free, market economyvéttheless, in the beginning
of the 90-ies with the development of specific neafiorms of ownership enter-
prise and organizations appeared which were indbgenn making decision in
their economic activity. In relation to that a demdaarouse in a control mecha-
nism for reliability of information disclosed indhreporting documents, which
then turned into audit. Under the conditions oftabe market economy mean-
ing of audit increases for economic subjects of Russian Federation. Such
demand in creation of a more powerful audit sysi®igonnected with increase
of requirements from the part of market economy eesfiructuring of Russian
accounting [1, p. 64].

On all stages of its existence audit activity igselly connected with the
huge responsibility and audit risk to the custoaned to the state. In the begin-
ning of its origination audit did not have a legtsle support, which even more
increased the complexity of carrying out and priovisof professional estima-
tion of authenticity of reporting documents of epteses and organizations. But
starting with January 1995 legislation limited ttiecle of persons entitled to
engage in audit activity. Since then the checkada carried out only by certi-
fied auditors licensed for this activity type.

The need for the audit was due to the followinddex
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* the appearance of joint ventures, the finanaakemic activity which
was monitored by auditing organizations;

* legalization of entrepreneurial activities andvate property that led to
the need to obtain an independent assessmentényand financial status of
the organizations;

* liberalization of foreign trade, permission fdtracting foreign invest-
ment into the economy;

* the development of the country's financial markétich was accompa-
nied by the adoption of specific legislation and #stablishment of normative
legal acts of the requirements of the audit;

» the emergence of joint-stock companies, includimthe process of pri-
vatization of state and municipal property, thatedained the necessity of im-
plementation of financial monitoring of their actyy

* the establishment of new rules of conducting antiag and formation
of financial statements.

Audit history in Russia has shown that for the fation and further de-
velopment of the Institute auditing requires thdl wf the state. Only being
sanctioned by the state represented by relevariicpalthorities, this type of
activity gets the right to legal existence. Theeada® of political will leads to the
fact that audit as an independent non-departméntaicial control, even if ob-
jectively necessary, is not getting "residence prmthe legislation.

It appears that the periodization of stages of lbgweent of audit activi-
ties it is advisable to consider from the poinvigw of law (approval of regula-
tory legal acts) and its functions. The constructid the law is the result of eco-
nomic development. The most important public relaiare governed by estab-
lished legal norms contained in regulatory legé$.ac

Table 1 — The stages of development of audit irsRusnd its characteristics
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The stages of development of audit in Rus

sia Characteristics of the stage

Thefirst stage (1987-1993)

was characterized, on the one hand, the lq
lative character of the creation of audit org
izations (1987 — creation of the first auditi
organizations "Interaudit”), with the oth
natural character of the origin of auditing :
tivities (training, disordered the issuing of t
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The second stage (December 1993 before th
adoption of the Law on audit activity — Au
gust 2001)

first certificates and licenses in the perjod
1990-1993).
can be characterized as the period of for-

mation of the Russian audit, during which
great role was played by the Provisional ry
and first rules (standards) of auditing in f{
Russian Federation, developed by the Cel
attestation and licensing audit Commissior]
the Ministry of Finance of Russia was deV
oped and approved 37 of the rules (standa
of auditing activities, as well as methods
audit, made up the methodological basig
the Russian audit), and a number of o
documents.

During this period active work on certifica-
tion of auditors and licensing of auditors es-
 tablished auditing of public enterprises and
audit firms, has begun work on carrying out
of statutory audit and audit related serviges.
During the period 1994-2001 of the Russjan
Ministry of Finance has issued 23 600 liceps-
es licensees (including audit institutions —|14
700 and individual auditors — 8900). The
number of active licenses was about 8900,
including on General audit — 7700. Duripng
the same period, of the Ministry of Finance of
Russia approved the results of nearly 36 500
qualification certificates of the auditor. Set jup
a working structure for auditors and audit
firms.

a
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The third stage of audit activity in Russia be
gan after the adoption of the Law on auditi

It confirmed the adoption of the final devel-

opment of audit in Russia, allowed to take a
-number of normative-legal acts regulating
naudit activities, to take a step towards the|in-
tegration of the Russian audit in internatiopal

audit system.

Currently, the most relevant in the audit are issokthe quality of the

meeting and related issues of appropriate traimihgudit personnel. Amend-

ments to the law "On auditing activ
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nism for Russia attestation of professional audjttineir adoption would mark
the beginning of a new, fourth stage of the audaur country.

Decree of the President on Temporal Rules of Aéditivity in 1993
should be considered the first regulating documeRussian audit. Exactly this
document determined the main aspects of audit ssiduenabling remarkable
improvement of the quality of provided services &audlitating of the audit pro-
cedure. But the main problem of that time was atsaf unified norms of au-
dit. At that time audit standards started formingd aactively incorporating
abroad, due to which level of reliability of theread out procedures has sub-
stantially grown.

At that moment, the main task for the legal regafaiof Russian audit
was the necessity of development of local standaf@sudit in correspondence
with international standards. Improvement of autdiRussia was rather active;
its position in the society strengthened, inteoral potential grew. However,
for the international competitiveness Russian aniotiiceably lacked legal regu-
lation in which efficient sanctions for low-qualigudit were absent and there
was a big delay in development and use of audidsials.

In the end of 2000 International Center of Refogniri Accounting Sys-
tems published an official document in Russianrdarnational audit standards
(MCA). It was not possible to adapt this documentidocal standard for audit
activity due to difficulties of understanding andeuof word-by-word transla-
tion. Nevertheless international standards haverbneca basis creation of Rus-
sian rules (standards) of audit with the custonfiarsn of presentation for Rus-
sian professional of this sphere [4, p. 12; 1,4). 7

The first standards in Russia were rules (stanglarfdaudit activity ap-
proved by the Committee on Audit Activity of theeBident of RF. By 2001 the
Committee on Audit Activity approved 37 audit stardbk (rules) and Method-
ology of Audit Activity Tax Audit [5, p. 57].
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After adoption in 2001 of the Federal law About Audctivity federal
rules (standards) of audit activity (FRSAA) starbming developed. By the year
2009 34 FRSAA have been approved.

In accordance with the requirements of the newAdout Audit Activity
approved by the State Duma on December 24, 20080i6b3 a programme
for development of Federal Standards of Audit AttifFSAA) was started [3].

The auditing company began to actively develophifach network and
create regional offices. In the direction the maxkas developing mainly due to
the provision of audit services, as a local compdrased on which branches
were created, specialized in this field. On theeptinand, in the Central regions
of Russia audit company began to provide more dbnguservices than audit-
ing. Thus, until 2008, the auditing company opeatatea favorable environment
and growing market. This allowed, in the first @ac

go to structuring the regulatory framework (the ego@ance of the Federal
law "On audit activity");

to expand the list of services provided by premgpatime IFRS financial
statements, training of staff of client companibe (proportion of audit services
declined);

to increase qualification of employees of audinB; increasing the mini-
mum requirements for a candidate for the positioaualitor;

to expand the geography of the market, which haslted in the devel-
opment of regional companies falling under a mamgaaudit, resulting in au-
diting of the company began to open its own brascrel representative offices
to provide these services

The Russian Law requires that the following erditiave their accounting
records fully audited by a licensed auditor (agtiglof the Russian Audit Law):

1. Listed companies (OAO).

2.Banks, credit or insurance companies, mutual imsigaassociations,

clearing agencies, commodity and stock exchangemyrporated investment
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funds, non-budgetary state funds, holding/managen@mnpanies of investment
funds, unit investment funds or non-state pensiaond$ (excluding non-
budgetary state funds).

3. Enterprises that have annual revenue in the pregdotiancial year ex-
ceeding 400 million RUB (approximately 13.5 millid#S dollars as at April
2012).

4. Enterprises that have total assets at the endeaedmg financial year
exceeding 60 million RUB. (approximately 2 milliddS dollars as at April
2012).

5. If securities of a company are admitted to trasingstock exchange.

6. If an entity provides or publishes its financiakaanting report to the
public (excluding state companies and state noméiuidinds).

7. In other cases as stipulated by the law.

A Russian audit requires not only a systematicfication of the ac-
counts, but also a meticulous examination of tleeg@dures and accounting pro-
cedures of the enterprise to ensure that the bloaks been kept in the manner
prescribed by the law as per the accounting anthtax

- sSheet total over 60 million RUB.

Audits help to timely detect problems such as:

Financial misstatements and misrepresentation

- Taxrisks

Business regulatory violations
Embezzlement and fraud
Internal control weaknesses

Companies, which avoid audit, will not face a pgndbecause the Rus-
sian audit regulation does not stipulate any. Soraeagers treat the avoidance
as a tolerable technical violation with no finest buch approach can hardly be

considered as professional.
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Regular company auditing is a precautionary measamething like an
annual medical check-up. The federal audit regutatequires a written con-
tract, which documents the agreed-upon terms oftligt engagement. An au-
ditor can offer you provision of the service in sml steps, e.g. auditing of in-
terim financial statements for 6 months or 9 morathd the second step — annu-
al reports.

First of all the auditor assesses client’'s busimegkreceives information
from its management on internal control in the argation, important events
that took place in the reporting period, etc.

It is mandatory for the auditor to assess the coyipacompliance with
the provisions of laws, regulations, and contraetg, whether all the necessary
licenses and permissions are in place or not.

Russian accountancy was modernized some yearsrabatafirst look
seems to be very close to international standékddfFRS. In practice, howev-
er, things are very different. This comes from acaption that is different on a
basic level and from the very strong influence fribi@ tax authorities. Basically
it should be noticed that in Russia the princigterm over substance” is appli-
cable. This means, that operations are not regst@hen they occur, but when
the required document is signed. It is easy to in@that between the moment,
when something has been realized, and the momeanh wie document is
signed, there can be a very big and important g@age. This time gap is even
more important, considering that in Russia theltesuust be calculated every
guarter and a tax declarations with results musildx at the end of every quar-
ter. This means that the company has to be cohstamtto date with all docu-
mentation such as invoices, acts or contracts.

Federal standards are far from international, whiobstly complicates
proper use of changed local norms in accordancle wmiernational principle
With the purpose of provision of carrying out ofextize of applicability of in-

ternational standards of audit in the territorytloé Russian Federation in ac-
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cordance with the Minute-18 of the meeting of the Council on Audit Activi-
ty dated September 23, 2015 labor body of the dbwncAudit Activity to-
gether with self-regulating organizations of auditavas charged with creation
of a permanent working group of the Council on Aulitivity on recognition
of international audit standards. Gradually compreiion of the fact came to be
realized that the management accounting tools seiuprimarily for the enter-
prises themselves. Today, the concept of formatdfarosts as to life-cycle stag-
es, target costing, cost accounting in enterprggdying the principles of lean
manufacturing, cost accounting on types of acasitetc. have developed.

In general, international experience has a vastoeurof advantages. Dis-
tinctive feature in use and application of inteioal audit standards is logicali-
ty and consistence of norm presentation, whiclr tiven have a rather close in-
terconnection, that allowing to avoid incorrect arsfanding of the undergoing
essence of the standard. Russian normative bamddfis undergoing changes,
which is reflected on the level of competence dafitaus professionalism of ac-
countants, culture of keeping of financial (accaugt documents, increase of

competitiveness of the local market of audit s&wic
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