DOI: 10.15290/acr.2019-2020.12-13.06

Elena Chernikova

Russian Presidential Academy

of National Economy and Public Administration
Russia

ec8064@mail.ru

Maxim Prokoshin

Russian Presidential Academy

of National Economy and Public Administration
Russia

EFFECTIVE DEVELOPMENT PROCESS OF THE STATE

FINANCIAL CONTROL IN RUSSIA

Abstract

The subject of the research is the development process of
the state financial control in Russia. The research meth-
odology consisted of a legalistic, analytical methods and
a systematic approach.

Keywords: state financial control, standards of internal
state financial control, interbudgetary transfers, budget-
ary coercive measures, amounts of illegally used budget
funds

Introduction

The article examines the main and most current trends
in the development of the state financial control in the
Russian Federation. The main trend is aimed at tightening
the state financial control, with the purpose of strength-
ening financial and budget discipline, and consequently,
improving public finances management.

Main part
Let us consider the main trends in the state financial con-
trol development in Russia.

It is proposed to expand the scope of state financial con-
trol, namely, to empower state financial control bodies
with powers to control the compliance with the provisions
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of the laws (acts) defining the expenditure obligations of
the relevant public law entities, i.e.:

To detail the objects of control, i.e., to give the bodies of
external and internal financial control additional powers
to effectuate control of budget funds recipients. For exam-
ple, the Accounts Chamber of the Russian Federation and
the Federal Treasury will control subjects of the Russian
Federation in the case of interbudgetary transfers, budget
credits, other funds provided from the federal budget to
the budgets of the subjects, as well as municipalities, in
the case of interbudgetary transfers to subjects from the
federal budget in order to co-finance the expenditure
commitments of the region for providing interbudgetary
transfers to the municipalities.

To create effective federal standards system of internal
state financial control.

The Russian government will be empowered to approve
federal standards of internal state financial control. The
creation of federal standards system is aimed at consol-
idating uniform principles and grounds for exercising
control activities, as well as the procedure for pretrial
appeal of control bodies acts, internal quality control of
state financial control, extension of the period for execut-
ing warnings and orders.

In turn, the specifics of the control activities implemen-
tation of a specific internal state financial control body
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will be approved by the authorized organ of the relevant
public law entity.

The Russian Ministry of Finance approved by its Order
of 03.10.2018 N 203n the first standard of internal state
financial control - the Standard for implementation of the
internal state financial control by the Federal Treasury
“Verification of granting subsidies from the federal bud-
get to federal budget and autonomous institutions and
(or) their use”.

This standard defined the procedure for the formation of
a list of major issues to be checked during the verifica-
tion of subsidies granting from federal budget to federal
budgetary and autonomous institutions as well as their
use by these institutions, the questions of control imple-
mentation of actions during the verification, and also the
registration and realization of its results.

The state standards enactment is aimed, among other
things, at unifying the regulatory framework of the state
financial control system, increasing the control bodies
efficiency, introducing risk-oriented approaches in plan-
ning their activities and eliminating powers duplication of
external and internal state financial control bodies.

The following direction of development is the improve-
ment of implementing procedure of the state financial
control results.

This direction will be realized, first of all, through the
improvement of applying budgetary coercive measures
procedure and formation of warnings and orders issued
by the internal state financial control bodies. It should be
noted that the application of budgetary coercive measures
procedure has already been partially updated. Financial
authorities now make decisions not only on the applica-
tion of budgetary coercive measures or the decision to
refuse to apply them, but also decisions on their modifi-
cation and abolition.

It is proposed to vest the governing bodies of state ex-
tra-budgetary funds with the decision-making powers on
the application of budgetary coercive measures when us-
ing the means of the corresponding state extra-budgetary
funds. In turn, it is planned to empower financial bodies
with the authority to apply budgetary coercive measures
in relation to state extra-budgetary funds, in case of viola-
tion by them the spending goals and conditions of inter-
budgetary transfers provided to them.

It is necessary to note the fact that the problem of the defi-
nition of the concept “damage caused to public law entity”
is very acute.

Due to the fact that in the Russian legislation this term is
not defined, the approaches to calculating the amount of
such damage are not defined, this problem was solved in
practice as follows.

The Ministry of Finance of the RF in its official letters in-
dicated that the internal state financial control body may
qualify the existence of this damage, and also it noted that
the compensation for damage caused by the violation of
budget legislation should be made by the person who com-
mitted this particular violation. The courts, in turn, in the
absence of other explanations and specific legal norms,
actively used Ministry’s position in law enforcement prac-
tice, such as for example - the Third Arbitration Court
of Appeals Ordinance N 03AII-1240/15 of 04/08/2015,
which in turn contributed to the effective resolution of
disputes between control authorities and objects of con-
trol. Now this approach is completely modified.

The concept of “damage caused to public law entity” will
be replaced by the term “amounts of illegally used bud-
get funds’, i.e, in fact, the amount of outstanding work,
services, undelivered goods, the amount of overstated
payments from the budget. In addition, the Ministry of
Finance of the Russian Federation will adopt a method-
ology for calculating the amounts of illegally used budget
funds taking into consideration the peculiarities of dif-
ferent types of violations in the financial and budgetary
sphere. Further, as a consequence, the term “order” will
be updated, where instead of the words “compensation for
damage of the corresponding public law entity”, will be
established the demand to transfer the “amounts of ille-
gally used budget funds” to the corresponding public law
entity budget.

Moreover, the deadline for compliance with the order
issued by the internal state financial control body will
change, it will be possible to extend it, at the request of the
head of the control object, but not more than once.

As regards directly the implementation of the financial
verifications, for example, with regard to legal entities
that are not participants of the budget process, the Budget
Code of the RF plans to fix the possibility of conducting
separate inspections of such entities, i.e., regardless of
checking the budget process participants who provided
them with funds from the budget. This manoeuver will
help to increase the state financial control efficiency, due
to the increase in labour and material resources, as well
as the time for conducting an inspection, since the veri-
fication of the above legal entities will not be tied to the
verification of budget participants who provided these
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entities with funds from the budget, i.e., will be conducted
independently.

It should be emphasized that the introduction of new
concepts, standards, and a general tightening of the state
financial control will further strengthen financial and
budgetary discipline and, as a consequence, increase pub-
lic finance management efficiency.

We note the fact that development is necessary, not
only for the state financial control which is conducted
by special state financial control bodies, but also for the
improvement of internal (departmental) financial con-
trol organization process and its interaction with state
financial control. The task is to harmonize state financial
control and internal (departmental) financial control, so
that these types of control will mutually effectively com-
plement each other.

First of all, the bulk of violations should be revealed, pre-
cisely within the framework of control measures realizing
by internal (departmental) financial control, and state
financial control should serve as a kind of a follow-up
control. This combination will eliminate duplication of
verification on the same issues and periods of activity.
As a result, the burden on the Accounts Chamber of the
Russian Federation, the Federal Treasury, control and
accounting organs and internal state financial control
bodies of subjects of the Russian Federation will decrease,
and consequently an increase in their personnel potential
will follow, which in turn will generally affect the state
financial control bodies efficiency.

In the future, in order to reduce the burden on state finan-
cial control bodies, it is planned not to indicate in warn-
ings and orders issued by these organs the information
on violations of the Russian Federation budget legislation
identified by budget process participants during effectu-
ation of departmental control, subject to the availability
of measures taken to eliminate them. Accordingly, the
bulk of violations will have to be detected inside the state
agencies, and materials, in the absence of measures taken
to eliminate violations or signs of crime, will be sent to the
financial control authorities, law enforcement agencies
and the courts, directly, in order to bring the perpetrators
to the relevant types of responsibility.

Conclusion

In conclusion, it should be noted that there is a high
potential of the identified trends in improving the state
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financial control system. In order to increase the state fi-
nancial control effectiveness, a conclusion was drawn that
it needs further tightening, improvement of the regulatory
framework for its successful implementation, and harmo-
nization with internal (departmental) financial control.

Strict state financial control is the key to the efficient
budget spending and as a result to the increase in the
level of financial, economic and national security of the
Russian Federation. The given position had already been
expressed by E.V. Chernikova in her previous works: “Na-
tional security and economic security as its component
are directly related to the process of development, dis-
tribution and use of funds ... we can determine financial
security as an element of economic and national security
notions” [Chernikova 2010, p. 39].

The findings can be used in further research on the state
financial control development in Russia.
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