OBAIK TA AYOAHUT

UDC 004.738.5:657.6(477)]:340

BEZVERKHYI Kostiantyn,

PhD (Economics), Associate Professor,
Associate Professor at the Department
of Financial Analysis and Audit

State University of Trade and Economics
19, Kioto St., Kyiv, 02156, Ukraine

ORCID: 0000-0001-8785-1147
k.bezverkhyi@knute.edu.ua

PODDUBNA Nataliia,

PhD (Economics), CAP, ACCA DipIFR,

Auditor at the Department of Internal Audit
Management Office PJSC "UKRNAFTA"

3-5, Nestorivskyi provulok, Kyiv, 04053, Ukraine

ORCID: 0000-0001-7591-5377
poddubna.nataliia(@gmail.com

E-AUDIT IN UKRAINE:
NORMATIVE AND LEGAL
REGULATION

Introduction. Rapid digitalization, along with
its positive impact, provokes considerable uncer-
tainty, in particular at the highest legislative level.
These changes will have an impact on all spheres
of life, changing the usual structure of the economy,
business and social systems as a whole.

Problem. The author’s vision of the expected
future in the development of e-audit at the legis-
lative level of the country is presented, because
without procedural regulation, normative conso-
lidation, this type of activity will not have full and
legitimate legitimacy. The development of e-audit
in Ukraine is based on the best experience of
progressive countries, taking into account the
domestic specifics of management.

The aim of the article is to highlight possible
problems and ways to solve them at the regula-
tory and legal level, which will ensure the effect-
tive implementation and functioning of e-audit.

Methods. General scientific and special met-
hods of observation such as generalization, com-
parative, structural, systemic analysis, as well as
modeling of business processes, and logical gene-
ralization of results were applied in the article.

Results. The authors have offered their app-
roach to optimal ways of legal regulation of e-audit
in Ukraine.

Conclusions. International experience shows
that the use of a tax audit file is a modern world
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E-AYIOUTY B YKPAIHI:
HOPMATHUBHO-IIPABOBE
PET'YJIIOBAHHSA

Bemyn. Cmpivka oudocumanizayis nopso iz
NO3UMUBHUM BNIIUBOM NPOBOKYE 3HAUHY HEBU3HA-
YeHicmb, 30Kpema, Ui Ha HatleUWOMY 3aKOHOO0A6-
yomy pieui. Lli 3minu maiomo ma mamumyms
Y HOOANbULIOMY BRIUS HA 8CI chepu HcUmms, 3Mi-
HIOIOYU 36UYHULL YKIAO0 eKOHOMIKU, Oi3Hecy ma
COYIanbHUX cucmem 3a2aiom.

Ilpoonema. [Ipeocmasnerno asmopcvke OauerHHs
OUIKYB8AH020 MAUOYMHBLO20 8 PO3GUMKY e-ayOu-
My Ha 3aKOHOOA8HOMY PIBHI Kpainu, addice Oe3
npoyeodypHO20 pecyno8aHHsl, HOPMAMUBHO20 3d-
KpinneHHs yetl 810 OIAIbHOCMI He Mamume nos-
HOI ma npagomipHoi necimumnocmi. 3a 0cHogy
6 po30y0osi e-ayoumy 8 Ykpaiui 63amo nepedo-
8ULL 00CBI0 NPOSPECUBHUX KPAiH, BDAXOBAHO GiM-
YUSHAHY cneyugiky 20cnooaprosanHs.

Memoto cmammi € 8UCBIMAEHHL MONCTUBUX
npobnem ma WIIsXi6 ix GUPILUEHHS. HA HOPMATNUGHO-
npasoeoMy pieni, wo 3abesneuums egpexmueHe
BNPOBAOINCEHHS | (YYHKYIOHYBANHS e-ayOumy.

Memoou. Buxopucmano 3azanvhonayxkosi ma
cneyianbHi Memoou CHOCMEPEdICEH . V3aeaib-
HEHHS, NOPIGHAIbHUL, CMPYKIMYPHUL, CUCIEMHULL
ananizu, MOOenosanHs OizHec-npoyecie, 1o2iy-
HO20 V3a2a/lbHeHHsl pe3yIbmamis.

Pesynomamu oocnioscenns. Cgopmosaro
asmopcuKuil nIOXio 00 ONMUMATLHUX ULTIXI8 HOPMA-
TMUBHO-NPABOBO20 Pe2yIIOBAHHA e-ayoumy 8 Yxpaiti.

Bucnoexu. Mixicnapoonuil 00cgio noxasye,
WO BUKOPUCIAHHS NOOAMKOBO20 aYOUMOPCHKO20
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trend and the basis for conducting e-audits;
therefore, the development of its own version of
SAF-T is one of the first steps towards the
implementation of an electronic audit system,
which Ukraine has successfully introduced.
However, it is no less important to develop a new
legislative act that would specialize in this area,
so we propose the adoption of the law "On ele-
ctronic audit". The selection or development of
the necessary software products and specialized
software is also important. Despite some problems,
the prospects for the development of e-audit
in Ukraine are obvious.

Keywords: audit, e-audit, transformation

Gaiiny € cyuacnum ceimosum mpenoom i 6azu-
com 07 30ICHeHHs e-ayoumy, momy po3poo-
nenns enacroi eepcii SAF-T — ooun 3 nepuiux
KPOKi6 00 8NPOBAONCEHHS CUCTHEMU eleKMPOH-
HO20 ayoumy, 3 yum YKpaina ycniwiHo enopa-
qacs. OOHAK He MEeHUL 8AXHCIUBUM € PO3POOIIeHHS
H0B020 3aKOHO0ABY020 aKma, KUl ou cheyiani-
3V8a6Cs HA Yill cghepi, MOMY 3aNPONOHOBAHO NPUli-
wammst 3axony "lpo enexkmponnuti ayoum”. Baoic-
JUBUM MAKOC € 8UbIp abo po3pobienHs Heob-
XIOHUX NPOSPAMHUX NPOOYKMIE Ma cneyianizo-
8aH020 npogpammozo 3abesneuenns. Tlonpu Oesiki
npobiemMu, NepCneKmMUGHICNb PO3GUNKY e-ayOumy
6 Ykpaini € ouesuoHor.

Knwuoei cnoea: aynut, e-ayauT, TpaHC-

of activity, digital technologies. (dopmarist JisITEHOCTI, TUIKUTAI-TEXHOJIOTII.

Jel Classification: E62, H20, H32, H71

Introduction. The objective reality is that Ukraine has many uncer-
tainties and problems in the field of e-audit implementation in domestic
practice. However, it should be noted that this issue is relevant and pro-
gressive for the development of the economy as a whole, and therefore the
steps taken by scientists, practitioners and legislators to solve this problem
should be coordinated and constructive.

The unconventionality of the conceptual apparatus in the definition
of e-audit leads to an underestimation of their place in the development of the
concept of e-audit in the era of the circular economy. Selection and substantia-
tion of methodical approaches to determining the economic essence of "e-audit"
(modern audit; computers and software using of obtain information; innova-
tive control tool; digital methods of electronic information analysis; automa-
tion of auditors’ activities; activity effectiveness research tool) allows to
characterize it as a systematic, independent and documented audit check of
the correctness, completeness, timeliness and data compliance (operations,
reporting and other documents), which is carried out using modern digital
technologies that automate processes and contribute to more effective achie-
vement of the goal of electronic audit tasks.

Problem. Substantial concerns arise among subjects of economic rela-
tions in the context of the practical implementation of e-audit procedures.
This is mainly because of the regulatory uncertainties in our country. The
legislative regulation of this issue will allow to moved e-audit to the regula-
tory plane, which will allow to endow it with legitimacy, transparency and
comprehensibility of functioning as a whole.

Analysis of recent research and publications. The problems of audit
methods and procedures have been studied by domestic and foreign scien-
tists. Their attention is mainly focused on the essence of classical external
audit in the scientific literature and legal acts. The developed organizational
and regulatory legal infrastructure of "e-audit" in domestic area has not been
solved yet.
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T. Haiduchok, T. Dmytrenko, S. Oneshko, S. Viter, A. Wiremeichyk,
S. Wilson, M. Nahara, D. Rybalchenko and others [1-6]) considered the issue
of determining the economic essence of the concept of "e-audit" in the format
of digital methods of electronic information review in the modern economy.
A. Bilichenko, O. Borysenko, H. Biletska, N. Kovtunovych, I. Podik [7-9],
legislative bodies at different times [10—14] investigated "e-audit" within the
framework of a standard tax audit.

However, to date, questions remain normative regulation of the con-
cept of "e-audit"; adaptation of the established audit practice to domestic practice
and implementation, as well as the inadequacy of outlining possible ways of
its development and implementation. This issue remains debatable and unresolved,
determines the relevance of the chosen research topic and its purpose.

The aim of the study is to reveal the ways of development and legal
consolidation of "e-audit" concept in local normative legal acts.

Methods. Different scientific methods such as theoretical generaliza-
tion and grouping (to determine the ways of legal fixed the "e-audit" con-
cept), formalization, analysis and synthesis (to substantiate methodological
approaches to the implementation of e-audit in legal acts), logical generali-
zation of results (formulation of conclusions and proposals) were applied
in the paper.

Results. Taking into account a rapid audit digitization and the fact that
the audit market has quite specific features that are complexity inherent to it,
it is important to determine the main problems of audit activity in the field of
digitalization, which are presented in Figure 1, and then to show the ways to
deal with these issues.

Lack of standardization of pricing

The problem of a recommendation audit in the direction of cash flows

The problem of different credential standards

Problems of transparency of research results

Incompeatibility of audits' automation tools

Work in conditions of innovative technologies

Problems of audit activity
in the digitization field
]

Organization of personnel's joint efforts

I N N N (NN N N N

Professional development of specialists

Figure 1. The composition of problems in audit activity that arise
during its digitalization

Source: developed by the authors based on [2].
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To solve these problems, it is necessary to:

« use cash flows to improve technologies that will allow the enterprise
to be liquid thanks to the use of business process modeling systems and
effective planning. With the use of standardized audit activity systems, it is
possible to organize a transparent pricing system accessible to business;

« develop and use unified systems of analysis and audit, which would
be focused on key problems, it would allow accounting and auditing
in accordance with the standards of international practice and the realities
of activity in Ukraine;

« improve the system of publicity of audit results, which is possible by
creating a single site that would allow analysts to receive information based
on audit results in free access without restrictions. This site can work on the
results of the use of a single program for auditing, which could be used by
auditors in the course of their activities;

o systematize audit processes using Agile technologies, which would
allow rational use of the research results of each of the auditors and make the
audit more flexible in accordance with new identified problems and situa-
tions at the enterprise;

« create an educational environment at the initiative of auditing compa-
nies, which would allow faster training of specialists for the relevant opera-
ting conditions and to take into account the specifics of work in various areas;

« conduct retraining of all auditors in the field of e-commerce audits, which
will allow not only to draw conclusions based on financial results, but also to
make recommendations for improving the management of cash flows of enter-
prises engaged in trade via the Internet or developing software products [2].

There are many problems in this area in Ukraine, but the country
does not stand aside from global trends and is also actively introducing
electronic audit.

At the present time, these proposals are being developed regarding to:

* the normative definition of e-audit,

» establishing the procedure for conducting it,

* the format of a standard audit file,

* specialized software,

« defining the relevant rights and responsibilities of taxpayers and regu-
latory bodies.

Taking into account the active cooperation of Ukraine and the states
that have introduced electronic audit, there is a hope for the full functioning
of this institute in domestic realities [15].

The study of the methods of implementing electronic audit in foreign
countries shows that there is no universal method of implementing e-audit.
Each country develops individual criteria and approaches taking into account
the peculiarities of the domestic tax system, however, the development of a
single file format for submitting data to fiscal authorities for the purposes of
e-audit is an integral part of the implementation of e-audit [15; 16].

The introduction of electronic audit based on the audit file in Ukraine
will require the adoption of a number of measures.
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Develop a domestic tax audit file based on OECD recommendations [16].

One of the first steps towards the introduction of e-audit in Ukraine
was the approval by the Cabinet of Ministers of Ukraine of the Strategy for
Reforming the State Finance Management System for 2017-2020. One of the
main tasks is to improve the quality and efficiency of tax administration. The
implementation of electronic tax audits (e-audit) using appropriate software
is one of the important issue [12; 17].

First of all, this involves the creation of the format of the Ukrainian
version of the tax audit file (SAF-T UA), taking into account the peculiarities
of the domestic accounting practice, based on OECD recommendations
(version SAF-T 2.0) [15].

The Procedure for providing documents of a large taxpayer in electronic
form was approved in 2011 [18], and there were some changes in 2020 [13]. Thus,
the updated version of the SAF-T UA structure is provided in Table 1.

Table 1

The structure of providing electronic documents (information)
of WFP (standard audit file (SAF-T UA)

Section Subsection
1. Title 1.1. General information of WFP
2.1. Accounting policy
2.2. Directories of operations
2.3. Owners (founders)
2.4. Turnover Balance sheet
2.5. Counterparts
2.6. Products (goods/works, services)
2.7. Reserves
2.8. Non-current assets
3. Journal of accounting records 3.1. Accounting operations
4.1. Sales information
4.2. Purchase Information
4.3. Information about payments not related to the sale/purchase
of goods, works and services
4.4. Operations with stocks
4.5. Operations with non-current assets
4.6. Information about accounting certificates and other primary documents
5. Tax differences 5.1. Tax differences arising from the business entity

2. Directories

4. Information on documentation
of accounting records

Source: developed by the authors based on [13].
The stages of data verification using SAF-T UA are presented in Figure 2.

Checking the Verification of Checking dAnalysm of
: . . - . iscrepancies .
Download integrity and compliance with compliance and E-audit
SAF-T UA correctness accounting with tax identification protocol
of data legislation legislation of risks

Figure 2. SAF-T UA file data verification sequence

Source: developed by the authors based on [19].
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Make appropriate changes to regulatory acts aimed at establishing the
duty of taxpayers to create and submit a tax audit file to fiscal authorities [20)].

Analysis of modern tax legislation makes it possible to argue that there
are a series of provisions in national legislation that partially provide for cer-
tain elements of a possible electronic audit. First of all, it is necessary to
analyze the general structure of regulatory and legal support of e-audit in
Ukraine, which can be divided into 3 levels, which is presented in Figure 3.

N
 Laws of Ukraine on e-audit issues (Tax Code of Ukraine and other laws)
First level
J
N
* Orders of the Ministry of Finance of Ukraine, State Tax Service of Ukraine
The second|
level )
N
* Clarifications, instructions, methodological recommendations on the organization and methods
The third of e-audit
level )

Figure 3. The structure of regulatory and legal support of e-audit in Ukraine

Source: developed by the authors based on [21].

The Concept of introducing electronic audit (e-audit) for taxpayers
needs special attention. It was developed by the Ministry of Finance and pub-
lished on the website on November 30, 2020 in order to fulfill the terms of
clause 2 of the Memorandum of Understanding between Ukraine as a Bor-
rower and the European Union as a Lender regarding Ukraine’s receipt of
macro-financial assistance. It clearly defines the shortcomings of the modern
system, the purpose, principles and tasks of the implementation of the Con-
cept, the ways and means of solving the problem (with a list of complex mea-
sures that must be implemented), the terms of implementation, the expected
results and the amount of resources that will have to be attracted for the
implementation of e-audit [14; 22].

Necessary measures for the implementation of the concept of electro-
nic audit (e-audit) for taxpayers are presented in the Table 2.

The step-by-step implementation of the obligation to submit a stan-
dard audit file (SAF-T UA) is presented in the Table 3.

It should be noted that non-submission, late submission, submission with
errors of the standard audit file (SAF-T) are subject to penalties in the amount of:

for large taxpayers — 100 minimum salaries, established from January
1 of the reporting (tax) year;

for other taxpayers — 10 minimum salaries established from January 1
of the reporting (tax) year [23].
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Table 2

Steps of introduction of the concept
of electronic audit implementation (e-audit) for taxpayers

Stage Characteristic

Preparation and adoption of amendments to the Tax Code of Ukraine and other legislative acts

(in terms of keeping accounting records in electronic form, the obligation to comply with standard
technical requirements and specifications for compiling and submitting a standard audit file, dead-
lines, procedures for its processing, use of the results of such processing, application of fines, etc.)
Development of the technical specification and description of technical requirements for the
standard audit file (SAF-T UA)

Development of the XSD control algorithm for checking the standard audit file (SAF-T UA)
Development of e-audit implementation methodology as part of pre-verification and verification work
Purchase and implementation of software to automate the e-audit process based on the standard
audit file (SAF-T UA)

Conducting appropriate training of specialists of the controlling body

Communication and explanatory work with taxpayers

e (O] W \S]

Source: developed by the authors based on [14].

Table 3
Terms of introduction of the concept
of electronic audit implementation (e-audit) for taxpayers
Stage Terms Obligation
1 01.01.2023 Large taxpayers (at the request of the controller during the inspection)
2 01.01.2025 Large taxpayers (mandatory file submission)
3 01.01.2027 All VAT payers (mandatory file submission)

Source: developed by the authors based on [14].

Therefore, after analyzing the regulatory and legal regulation of e-audit,
we concluded that it is not sufficiently regulated. In this case, at the legis-
lative level, we propose a draft of the Law of Ukraine "On electronic audit".

Components of the draft Law of Ukraine "On Electronic Audit":

Section 1. General provisions.

Section 2. Requirements for electronic audit.

Section 3. Digital formats of information submission for electronic audit.

Section 4. Procedure for electronic audit.

Section 5. Measures based on the results of the electronic audit.

Section 6. Liability for established violations during electronic audit.

Section 7. Final Provisions.

Create accounting software capable of generating the Ukrainian
version of the tax audit file or adapt existing programs to these requirements
by updating or expanding their functionality. Another or an additional way
may be the development of special "solutions", forms or online services for
the formation and submission of tax audit files [23].

In our country, the potential to form a tax audit file has those software
products that provide a comprehensive display of the economic assets of the
enterprise and the sources of their formation, as well as changes in their
composition and structure. In particular, the content of the information array
ISSN 1727-9313; eISSN 2616-5856. SCIENTIA FRUCTUOSA. 2023. No 1 125
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1s sufficient for the formation of SAF-T in the following accounting programs
"IT-Enterprise", "SaaS Accounting", "Softpro", "[S-PRO System", PC "Universal",
"SAP", ARM "Basis", Microsoft Dynamics AX, "Delfin", "Halaktyka", "Parus".
The "1C: Enterprise" program, which is popular among Ukrainian account-
tants, has also the potential to create a tax audit file. However, the manufac-
turer of software for accountants 1C, as well as its Ukrainian representative office,
were included in the list of business entities of the aggressor country to which
sanctions are applied, and, accordingly, its use in Ukraine is limited [20].

Choose specialized software for analysis and verification of tax audit
files or develop your own domestic software product [20].

It should be noted that even now almost every audit company uses certain
tools to automate its processes [2].

The main software products used for auditing Ukrainian enterprises
and their characteristics are presented in the Table 4.

Table 4
Main software products for auditing in Ukraine
Software product Characteristic
The program for automating the implementation of audits and
Mobit 365 inspections allows monitoring of economic processes in accordance

with the specifics of the business.

The program, focused on improving operations by increasing turnover,
improving liquidity and profitability indicators, allows you to plan the
purchase and sale of products and the efficiency of managing
receivables.

Power BI and Excel

The program for managing
deposits and cash balances
Automated auditor’s workplace | Allows to automate payroll and personnel management.
Automated implementation of financial analysis according to
accounting statements.

Audit XP Reporting audit Program of complex automatic analysis of enterprise reporting.
IT Audit Audit planning, sample formation and integration with 1C.

Calculates optimal cash balance schemes.

Your financial analyst 2

Source: developed by the authors based on [2].

During studying the development of e-auditing in Ukraine, it is also
worth mentioning the UA XBRL IFRS Taxonomy (a taxonomy of financial
reporting according to international standards of financial reporting in Ukraine,
approved by the Ministry of Finance of Ukraine, which is adapted to the
peculiarities of financial reporting in Ukraine and also contains an auditor’s
report and a report on management) [16; 24].

UA XBRL IFRS taxonomy, based on the IFRS taxonomy, was develo-
ped in Ukraine, for the preparation of reports in the iXBRL format. This tax-
onomy is approved and published by the Ministry of Finance, taking into
account the expansions (compared to the taxonomy of IFRS) made by other
regulators (in particular, the National Bank and the NKCPFR). However,
apart from the extensions made to the taxonomy by the regulators, companies
will not be able to add their own extensions and only have to use the existing
set of rows, so the UA XBRL IFRS taxonomy is effectively closed [25].

The stages of implementation of the UA XBRL IFRS taxonomy are
shown in Table 5.
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Table 5
The XBRL format of the IFRS taxonomy in Ukraine-project stages

Year Characteristic

2016 Work began on the General Ukrainian Taxonomy of IFRS

The translation has been approved on the website of the IFRS Foundation

The translation of the 2017 version of the IFRS Foundation website has been approved
Extension work has begun for the general taxonomy, for banks, for insurers

2017 The General Taxonomy has been tested

A Memorandum was signed between the regulators of the financial sector regarding the
introduction of a unified system of financial reporting

Testing of the General Ukrainian IFRS taxonomy has been completed

A tender was held and the company Vizor Software was selected

Versions of the General Ukrainian Taxonomy of IFRS and extended versions for banks and
insurers were published

2018

Source: developed by the authors based on [26].

In accordance with the requirements of the legislation, the financial
statements of enterprises, which will be submitted in a single electronic
format, should be prepared according to the taxonomy, in particular the UA
XBRL IFRS Taxonomy, approved and published by the Ministry of Finance
of Ukraine [24].

Taxonomy UA XBRL IFRS has extensions for the banking and insu-
rance sectors. For all others, it is necessary to use the general taxonomy. It is
important to note that there are two types of general taxonomy for the insu-
rance sector, depending on the type of Financial Statement [24].

The characteristics of e-audit in terms of its differences from digital
audit are demonstrated in Table 6.

Table 6
Differences between e-audit and digital audit
Compliance sign E-audit Digital audit
Mandatory legislative regulation + -
Compliance with International Auditing Standards - +
The inspection is carried out by the State Tax Service of Ukraine + -
Independent verification of financial statements using digital technologies - +
Establishing the completeness of assessment and payment of taxes and fees + _
of the taxpayer
The audit is conducted on the basis of the contract -
The inspection is carried out according to the decision of the controlling body + -
The audit is carried out by an auditing firm - +
Materials for verification of economic activity are transmitted in electronic + _
SAT-F format
Materials for verification (financial reporting) are transmitted in XBRL digital _ n
format

Source: developed by the authors.

Taking into account the above, it can be argued that the difference
between e-audit and digital audit is conducted by the State Tax Service of
Ukraine in order to identify the completeness of the assessment and payment
of taxes and fees by the business entity, while digital audit uses information
technologies in the implementation of proactive or mandatory or initiative
audit of financial statements.

The authors conclude that the relevance and perspective of the intro-
duction and development of e-audit in Ukraine is very important. The country
has taken some important steps towards this, but the main problem is that in
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modern conditions, this process should be faster and more efficient, so every-
thing should be done to speed up the successful introduction of this innova-
tive tool into the domestic system.

Conclusions. The circular economy, as the newest model of economic
development, is an important global trend of the 21st century. Digital trans-
formation is undoubtedly one of the most important components of adapta-
tion to the circular economy. Taking into account the importance of audit
activities for the economy of countries, the digitalization of audit should be
one of the advanced directions of research and development.

Despite considerable scientific assets and practical world achievements
in the field of electronic audit, this area does not have necessary theoretical base
that would satisfy criteria and solve all problems. E-audit can be defined as an
innovative form of control, a systematic, independent, and documented audit of
data, which is carried out using modern digital technologies. The main com-
ponent of e-audit is the automation of the process, and the goal is to facilitate the
more effective achievement of the goal of audit tasks.

The theoretical substantiation of the main areas of improvement
of electronic audit made it possible to:

« find out the need to introduce uniform electronic file formats;

o determine the basic conditions for submitting financial statements
in XBRL format;

« to consider the possibility of implementing a single European electro-
nic reporting format (ESEF) in Ukraine.

The adoption of the draft Law of Ukraine "On Electronic Audit" by
the Verkhovna Rada of Ukraine will provide an opportunity to settle certain
debatable issues regarding the organization and methods of conducting e-
audit: requirements for electronic audit; digital formats of information sub-
mission for electronic audit; procedure for electronic audit; measures based
on the results of the electronic audit; responsibility for established violations
during electronic audit, which in turn will bring e-audit in Ukraine to a qua-
litatively new level.

There is a need for the development and introduction of legal support
for e-audit in Ukraine.
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