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6 MOSAIC

EXECUTIVE SUMMARY

n recognition of the important role that professional accountancy

organizations (PAQOs) can play in furthering the principles of aid

effectiveness embodied in the Paris Declaration, Accra Agenda
for Action, and the Busan Partnership for Effective Development
Cooperation, the International Federation of Accountants (IFAC)
and twelve donor organizations signed the Memorandum
of Understanding to Strengthen Accountancy and Improve
Collaboration (MOSAIC)."

1 MOSAIC signatories: African Development Bank (AfDB); Asian Development Bank (ADB); Australian Agency for
International Development (AusAID); Finland; the Global Alliance for Vaccines and Immunisation (GAVI); the Global
Fund to Fight AIDS, Tuberculosis, and Malaria; Inter-American Development Bank (IDB); the Swedish International
Development Cooperation Agency (SIDA); UK Department for International Development (DFID); the United States
Agency for International Development (USAID); New Zealand; and the World Bank.

m

MOSAIC's objective is to increase the capacity of PAOs in partner
countries to improve the quality of public and private sector
accountancy and financial management with a view toward
enhancing the effectiveness and efficiency of donor assistance,
enhancing economic growth, and reducing poverty. When PAOs
maintain appropriate capacity, they are able to:

e QOperate in the public interest;

e Develop capable and competent accountancy
professionals;

e Promote strong professional and ethical standards;

e Enhance the quality of financial reporting and auditing




through education and training, quality review,
investigation, and discipline of professionals; and

e Act as a resource to government, regulators, and other
stakeholders on accountancy related issues.

Enhancing the capacity of PAOs to undertake these functions
strengthens national institutions and underpins donor community
efforts to shift resources away from maintaining costly parallel
systems and toward the true objectives of assistance—improving
the health, education, and livelihoods of people in emerging
and developing partner countries. Additionally, focusing efforts
on strengthening PAOs supports the production of high-quality
financial reporting, auditing, and financial management, which
in turn:

Attracts foreign direct investment (FDI);

Promotes growth and development of the small- and
medium-sized entity sector;

* Increases transparency and accountability in the use of
public funds;

e Improves the design and delivery of vital public services;
and

e Enhances the effectiveness and efficiency of official
development assistance (ODA).

Although PAOs around the world hold the potential to significantly
contribute to national economic and social development, many
struggle to fulfill their functions and fall short of realizing their
full potential. IFAC, the donor community, and PAO efforts have
advanced PAO capacity building; however, much more remains
to be done. By signing MOSAIC, IFAC and the donor community
seek to enhance support for PAO capacity-building efforts.
Through this PAO Global Development Report (GDR), MOSAIC
has taken the first step in understanding the state of development
of PAOs around the world, and the challenges and success factors
surrounding their development.
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The Ten Key Areas of Focus for MOSAIC PAO
Development Activities

This GDR, commissioned by the donor community, has culminated
in ten key findings, which provide direction for MOSAIC in
developing and strengthening PAOs. These findings act as a
compass,+++ revealing where the priority focus should be for
MOSAIC activities.

1. Undertake PAO Development Comprehensively
Due to the strong connections between PAOs and other
components of national financial infrastructure, efforts
to improve and strengthen PAOs must be undertaken
comprehensively, in @ manner that takes into consideration
the many moving pieces that influence the core functions
of a PAO. Technical assistance must be oriented to support
development within the greater national contexts of sound
financial sector legislation, professional accountancy capacity
building, and regulation of the financial sector.

2. Strengthen Legal and Regulatory Foundations
Additional support is needed for developing accounting and
auditing legislation that embodies international standards
and establishes clear institutional arrangements for regulation
and enforcement of such standards. Such legislation provides
clear mandates for PAOs and recognizes the unique position
these organizations hold within the financial infrastructure of
a country.

3. Monitor and Provide Support to Fragile States
Additional support is needed to monitor the development
of the profession in fragile and early emerging economies.
This includes maintaining dialogue and relationships with
local leaders of the profession and providing development
assistance that can be absorbed and managed by recipients,
which will enhance the likelihood of success and focus donor
resources.

4. Support Internal Strengthening of PAOs
Currently, many PAOs lack a coherent operating model that
directs the organizational, financial, technical, and overall
development of their organization, defines key activities, and
provides indicators to facilitate measurement of progress.
Additional support for PAOs in developing a sound system

Professional accountancy organizations (PAOs) are membership bodies
comprised of individual accountancy professionals who perform a variety

of roles in the accountancy field and adhere to high-quality
standards of practice.
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of governance, appropriately structuring operations, and
utilizing strategic planning techniques will aid in positioning
PAOs to take a greater role in furthering financial sector and
economic growth.

Develop PAO Education and Certification Capacity
At the moment, many national PAOs lack systems of
certification thatinclude appropriate entry criteria, professional
accountancy education, assessment, practical experience, and
continuing professional development (CPD) requirements in
line with International Education Standards (IESs). Although
many PAOs have made significant gains in this area, additional
assistance is needed to target weaknesses, build human
capacity in the area of accountancy, and provide higher-quality
financial information to both government and business.

Broaden PAO Membership Bases

A broad-based profession that offers different education
requirements, assessment, and practical experience suited for
different areas of emphasis within the profession, provides
personnel who are “fit for purpose” with the opportunity to
enhance the profession. A broad-based profession also offers
opportunities to build the membership base of PAOs, which
allows for self-sustaining operations. Although there has been
movement in some regions toward developing PAOs with
broad membership (e.g., auditor, management accountant,
and accounting technician), additional awareness building
and reinforcement is needed to support these PAQOs, either
at the national or regional level, in designing and delivering
such offerings.

Further Implementation of International
Standards

Although many countries and PAOs have adopted
international accountancy standards (e.g., International
Standards of Auditing, International Financial Reporting
Standards, International Public Sector Accounting Standards,
and the Code of Ethics for Professional Accountants), the
adoption of older versions of the standards, inappropriate
modification of standards by many national governments,
and serious deficiencies in the application of standards
by practitioners reduces their international comparability,
consistency, and cross-border understanding. Development

assistance supporting the creation of formal systems to
undertake the process of translating and incorporating
updates to international standards on a timely basis is
needed. Additionally, support directed toward the design,
development, and operation of PAO systems of certification,
quality assurance, oversight, and investigation and discipline
will further the implementation of international standards and
enhance realization of their benefits.

Support PAO Orientation to the Public Sector
Although some PAOs maintain a strong public sector
membership and undertake services and activities to support
public sector accountancy and financial management, many
PAOs struggle to identify how they can support the public
sector. Development assistance focused on developing
guidance and support to PAOs in orienting themselves toward
the public sector may be effective in enhancing the capacity
and involvement of PAOs in this area.

Strengthen Regional Organizations and the
Services They Provide

Regional accountancy organizations can have a strong impact
on the development of national-level PAOs. By combining
knowledge, expertise, and ability at the regional level, they
offer opportunities for mutual support and assistance to
national-level efforts in PAO development. Although these
organizations have had strong impact on regional PAO
development, the demand for their support greatly outweighs
their current capacity. Development assistance that supports
strengthening regional accountancy organizations and their
initiatives can have a significant impact on improving the
capacity of national-level PAOs.

10. Facilitate PAO Mentoring Relationships

In recent years, the donor community and PAOs have
recognized the value of mentoring between PAOs as an
efficient and effective method of sharing knowledge and
transferring sustainable expertise from one organization to
another. Development assistance efforts focused on facilitating
PAO mentoring relationships offer an opportunity to build
PAO capacity and establish a lasting, supportive relationship
between PAOs that will continue to strengthen and enhance
PAQO operations.
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EUROPE AND CENTRAL ASIA

Understanding The Regional Context

ith a population of 407.6 million and a Gross Domestic
Product (GDP) of US$ 3.616 trillion," the Europe and
Central Asia (ECA) region contains a broad and diverse
grouping of countries which extend from Western Europe through
Central, Southern, and Eastern Europe into Transcaucasia and
Central Asia. The diverse yet highly interdependent economies of
Europe and Central Asia have reached a critical juncture. While the
advanced economies of the European Union (EU) are experiencing
fiscal austerity and slower growth,? some of the emerging

1 The World Bank (http://data.worldbank.org/region/ECA)
2 The World Economic Forum (www.weforum.org/events/world-economic-forum-europe-and-
central-asia-2011)

economies further east and in Central Asia are grappling with the
pressures of rapid growth. To ensure continued expansion and
economic gains, a sound financial infrastructure, complete with
high-functioning professional accountancy organizations (PAQOs) is
necessary to provide a strong foundation for future development.

Currently, the ECA region maintains numerous entities that can be
considered PAOs, national-level membership bodies comprised of
individual professional accountants, auditors, and/or accounting
technicians who perform a variety of roles in the field of public
and private sector accountancy and adhere to high-quality
standards of practice. Of these organizations, 70 organizations
in 47 countries are IFAC members or associates. This breadth of
organizations includes some of the largest and most-developed
PAOs, as well as some of the newest and least developed.




Many countries in the ECA region have multiple PAOs that, at
times, address the same sector of the profession (e.g., auditors). As
the focus of MOSAIC activities is supporting the development of
PAQOs in emerging and developing nations to enhance the quality
of financial reporting and management and reduce the reliance
on country systems, this regional summary will focus on those
countries and organizations within the ECA region where PAOs
are less established and the countries require donor assistance.?

In addition to individual national-level PAQs, the ECA region
maintains one IFAC Recognized Regional Organization, the
Fédération des Experts Comptables Européens, and two IFAC
Acknowledged Accountancy Groupings, the Fédération des
Experts-Comptables Mediteranéens and the Eurasian Council of
Certified Accountants and Auditors.*

¢ Fédération des Experts Comptables Européens

Fédération des Experts Comptables Européens (the Federation
of European Accountants, or FEE) represents the accountancy
profession in Europe with 45 member PAOs from 33 countries,
including all 27 member states of the EU and three member
countries of the European Free Trade Association (EFTA). FEE has
a combined membership of more than 700,000 professional
accountants, working in different capacities in public practice,
accountancy firms, businesses of all sizes, government, and
education—all of whom contribute to a more efficient,
transparent, and sustainable European economy. FEE's objectives
include analyzing and contributing to professional, regulatory
and public policy developments of relevance to the profession;
ensuring member bodies’ receipt of timely information; and
offering leadership in representing the profession. FEE also
promotes cooperation between its member bodies and actively
works to further the public interest.”

3 In consideration of the objectives of the MOSAIC agreement and for the purposes of this report, the ECA region does
not include European Union/European Free Trade Association countries (i.e., Germany, United Kingdom, and Sweden).

4 IFAC works with Recognized Regional Organizations and Acknowledged Accountancy Groupings, independent bodies
that support the development of the international accountancy profession, facilitate convergence to international
standards, and provide leadership in addressing issues affecting the accountancy profession in their region and/or
constituencies. Regional Organizations support IFAC members and the profession within a specific geographic region;
Accountancy Groupings bring together professional accountancy organizations with specific commonalities, such as
language, culture, proximity, or trade. More information is available on the IFAC website (www.ifac.org/about-ifac/
membership/member/regional-organizations and www.ifac.org/about-ifac/membership/member/groupings).

5 More information is available on the FEE website (www.fee.be)
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e The Fédération des Experts Comptables

Mediteranéens

Fédération des Experts Comptables Mediteranéens (Federation
of Mediterranean Accountants, or FCM) represents the
accountancy profession in the Mediterranean area and has a
membership of 21 PAOs from 16 Mediterranean countries, plus
two associate members—the Association of Chartered Certified
Accountants (ACCA) and the Fédération Internationale des
Experts-Comptables Francophones (International Federation of
Francophone Accountants). FCM member bodies are present
in eight member states of the EU, and represent more than
320,000 professionals. Nineteen FCM member bodies are
also IFAC associates or members. FCM’s mission is to promote
cooperation among PAQOs in the region, both in the private
and public sector, and share knowledge and provide technical
assistance to members to help them achieve and maintain high
professional and quality assurance standards. FCM’s mission is
to consider the professional themes in the regional context, with
the ultimate goal of contributing to economic developments
of the region and implementation of a more integrated and
competitive market between Mediterranean countries.®

The Eurasian Council of Certified Accountants

and Auditors

The Eurasian Council of Certified Accountants and Auditors
(ECCAA) is a non-governmental, non-profit organization
established by the PAOs of former Soviet Union countries to
achieve mutual goals. The mission of ECCAA is to promote
the development and increase the status of the accountancy
profession and to promote the adoption and implementation
of international standards, principles, best practices, and
ethical behavior. ECCAA has 31 member PAOs in 11 countries
of the Former Soviet Union. To date, the main prerequisite
for membership is promotion of the USAID founded, Russian-
language based Certified Accounting Practitioner/Certified
International Professional Accountant (CAP/CIPA) accounting
certification.” ECCAA currently focuses on developing the

6 More information is available on the FCM website (www.fcmweb.org)

7 Originally developed and funded by USAID, the Certified Accounting Practitioner/Certified International Professional
Accountant (CAP/CIPA) program was transferred to ECCAA (and the CIPA Network) in 2007. In Central Asia and
Ukraine, ECCAA and the CIPA Network carry on the legacy of the USAID Program, which provides professional
accountancy assessment and certification in Russian. Successful participants can achieve two levels of professional
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capacity of member PAOs as well as enhancing the CAP/CIPA
certification. In recent years, there has been a significant increase
in alignment with international standards and best practices
among PAOs in ECCAA member countries.®

In addition to recognizing the regional bodies influencing
accountancy, it is also important to recognize the strong role the
World Bank Centre for Financial Reporting and Reform (CFRR),
its supporting donors, and its partner organizations have had in
furthering ECA-region PAO development in line with international
standards and best practices.® The CFRR, in cooperation with
donors and partner organizations, provides knowledge services
and capacity-development assistance to countries throughout the
ECA region. Services include analytical and advisory guidance,
learning and skill development, education and knowledge
transfer, and technical assistance and institutional strengthening.
The CFRR's programs—such as the Road to Europe: Program of
Accounting Reform and Institutional Strengthening (REPARIS) for
South Central and South East Europe; Financial Reporting Technical
Assistance Program; ' and support provided to the government of
Azerbaijan’s Corporate and Public Sector Accountability Project—
have strengthened the accountancy profession throughout the
region.

Viewing ECA Region PAO Development

Using the generally agreed upon essential elements as a reference
point, a high-level view of the status of PAO development
throughout the ECA region can be established. To create this
picture of regional PAO development, a desk-study review'" was

certification: CAP, earned by passing exams for Financial Accounting |, Management Accounting I, and tax and law;
demonstrating computer literacy; and having at least one year of experience and a good reputation as a member of a
professional association; and CIPA, earned by passing exams for Financial Accounting Il, Management Accounting Il,
finance, audit, tax and law, and management information systems. Exams are delivered simultaneously in numerous
locations throughout Kazakhstan, Kyrgyz Republic, Moldova, Russian Federation, Tajikistan, Turkmenistan, Ukraine,
and Uzbekistan. In Central Asia alone, during three years of the USAID Enterprise Development Project, 9,321 people
received certification, 32,908 received training, and 40,331 were tested. In the former Soviet Union, more than
62,000 people took CAP exams and 7,500 took CIPA exams over the last six years.

8 More information is available on the ECCAA website (www.eccaa.org/eng)

9 World Bank CFRR partners include: Austrian Development Cooperation, European Commission Directorate General

(DG) Internal Market and Services, Federal Ministry of Finance of Austria, Federal Ministry of Economy of Austria,

State Secretariat for Economic Affairs (Switzerland), Ministry of Finance Luxembourg, Ministry of Finance of Japan,

Ministry of Foreign Affairs of the Netherlands, and the Financial Sector Reform and Strengthening Initiative (FIRST).

Additionally, the CFRR works in strong cooperation with IFAC.

FRTAP is one of the CFRR's two current regional programs benefitting four EU member states and their PAOs. It

provides assistance in the implementation of sustainable regulatory and institutional frameworks and in furthering

the correct implementation of the Acquis Communautaire in financial reporting. Funds for this program are provided

from the Swiss State Secretariat for Economic Affairs under the Swiss Enlargement Contribution.

Desk study review included information for PAOs in the following countries: Albania, Armenia, Azerbaijan, Bosnia and

Herzegovina, Croatia, Georgia, Kazakhstan, Kosovo, Kyrgyz Republic, Macedonia (the Former Yugoslav Republic of),

o

conducted utilizing: a) IFAC Compliance Program assessments
of regulatory and standard-setting framework, Statements of
Membership Obligations (SMO) self-assessment questionnaires,
and SMO Action Plans; b) the IFAC PAO Development Committee
Strategy for Europe and Central Asia; c) World Bank Accounting
and Auditing Reports on the Observance of Standards and Codes
(ROSCs); and d) PAO websites.?

LEGAL AND REGULATORY FOUNDATION—THE PAO-ENABLING
ENVIRONMENT

In reflecting on the legal and regulatory foundations that
enable PAO development, there is great variety among the
sub-regions which comprise ECA. As the countries of Southeastern
Europe work toward EU candidacy and membership, there is a
strong incentive for transposition of the EU financial reporting
and statutory audit directives, related recommendations, and
regulation. In response, many national legal and regulatory
foundations support, or are in the process of orienting themselves
to support, PAOs in undertaking their core functions (e.g., quality
assurance, investigation and discipline).

Additionally, in furtherance of the EU Eighth Directive on Statutory
Audit, many countries are establishing and strengthening
independent audit regulators (IAR). As these countries work to
align with EU directives, strengthen their PAOs, and establish
and develop IARs, there is a need to: a) reflect on key activities
needed to ensure appropriate regulation of the profession; b)
clearly define the division of responsibilities or areas of shared
responsibility between a PAO and an IAR; and ¢) develop and
implement systems that function with strong communication and
coordination.

Additional support to the countries of Southeastern Europe for
these activities may further support the development of a strong
accountancy profession able to contribute to financial-sector
development and economic growth.

In Eastern Europe and Central Asia, efforts continue to be needed
in raising awareness of the role of PAOs within the financial
infrastructure of a country and the positive impacts that these
organizations can bring to the economy. In addition, there is a
need for PAOs and country stakeholders to develop sound legal
and regulatory frameworks for accountancy that embody and

Moldova, Republic of Montenegro, Russian Federation, Serbia, Turkey, Turkmenistan, Ukraine, and Uzbekistan.
12 Additionally, a very limited number of personal interviews were conducted where additional clarification was needed.

As the countries of Southeastern Europe work toward EU candidacy
and membership, there is a strong incentive for transposition of

the EU financial reporting and statutory audit directives, related
recommendations, and regulation.




emphasize international standards and best practices; and clearly
identifying the roles and responsibilities of PAOs and other relevant
entities. Guidance and assistance in this regard may enhance the
capacity, core function, and impact of PAOs within this sub-region.

PAO ORGANIZATIONAL CAPACITY

The majority of PAOs throughout the ECA region were established
by written charter or constitution that outlines the organization’s
remit. While most PAOs are governed by a Board of Directors,
there is not always a clear division between the activities of the
Board and those of staff. This may be partially due to the lack of
professional staff and the need for Board and other volunteers to
provide additional support to internal functions of PAOs. Most
organizations maintain 2-5 professional staff and, although in
some PAOs this may be adequate due to the small size of the
country and/or profession, additional staff is necessary, especially
in areas requiring technical expertise (i.e., quality assurance,
translation, and provision of comments and feedback to
international standards exposure drafts).

Most ECA region PAOs have a mission or vision statement to
communicate their area of focus, which is usually available on their
organizational website. However, the degree to which this mission
or vision actually guides strategic planning is somewhat unclear.
PAOs that are members of IFAC must create SMO Action Plans,
the creation of which supports planning for further development
and alignment with the SMOs and international standards.

For some PAOs in the region, the experience of creating
their SMO Action Plan may their first, and sometimes only,
experience in strategic planning. Although SMO Action Plans are
constructive in raising awareness among PAQOs of the process of
strategic planning, they are not a substitute for comprehensive
organizational strategic plans that address governance, financing,
and strategic positioning and growth. Additional support and
assistance facilitating the development of organizational strategic
plans may enhance achievement of development objectives, and
strengthen PAQOs in the ECA region.

Several PAOs maintain a high degree of volunteerism, which
provides a base for achieving future progress. However, among
some PAOs in Central Asia, volunteerism is lagging and PAOs are
managed and operated by one or two individuals with little staff
or volunteer support. This lack of professional staff combined with
the lack of volunteerism threatens the ability of these organizations
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to provide high-quality services, support, and guidance to their
membership.

In looking at the region as a whole, PAO membership bases can
be characterized as moderate to strong, in large part due to the
mandatory membership requirements for practicing that exist
in several countries (e.g., Albania, the Russian Federation, and
Serbia). However, for those countries where membership in a PAO
is not a requirement to practice, PAOs continue to struggle to
raise awareness of the value of membership, obtain government
and market recognition, attract members, and implement
best practices, such as quality assurance and investigation and
discipline of members. Additionally, where legal restrictions exist
and limit the scope of PAO membership, they can limit the ability
of PAOs to further expand and develop a membership base that
would sustainably support operations.

PROFESSIONAL EDUCATION, ASSESSMENT,
PRACTICAL EXPERIENCE, AND CONTINUING
PROFESSIONAL DEVELOPMENT

Accountancy education in the ECA region is typically undertaken
at a university where students obtain requisite knowledge through
studying economics, and in some cases accounting, as their
concentration. Many PAOs work in coordination with relevant
universities to support the enhancement of syllabi and inclusion
of up to date materials and best practices.

Additionally, some PAOs have developed their own programs
of education to supplement formal university education and/or
allow for a broader candidacy, including allowing individuals with
university degrees in areas other than economics or accountancy
to be eligible for examinations. Several ECA region PAOs have
worked in collaboration with other regional PAOs to create
education and examination systems and some even maintain joint
examination programs that allow for mutual recognition.

Most PAOs require a minimum of three years of practical
experience prior to practicing. However, in some cases, although
monitored, the quality of practical experience obtained is not
always clear. Additional support in developing guides and training
for employers and/or formal programs for assessing the quality of
practical experience achieved may be useful in further developing
the practical experience component of professional certification.

In many PAOs throughout the region, continuing professional
development (CPD) is a formal requirement for membership but

Accountancy education in the ECA region is typically undertaken at a

university where students obtain requisite knowledge through studying
economics, and in some cases accounting, as their concentration.
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is not always linked to practicing rights. Therefore, suspension
or expulsion from membership due to failure to achieve CPD
may result in removal from membership but not termination
of practicing rights. Additional efforts may focus on enhancing
communication and coordination between PAOs, oversight bodies,
and other relevant stakeholders related to CPD achievement and
strengthening practicing requirements to include CPD.

Finally, an additional area for donor support may be in further
developing the quality of CPD programs. Although CPD
requirements exist in most cases, additional support to enhancing
the quality of these offerings and their value in the practical
application of international standards may greatly enhance the
quality of financial information.

SUPPORT FOR ADOPTION AND IMPLEMENTATION OF
CODE OF ETHICS FOR PROFESSIONAL ACCOUNTANTS

In most ECA region countries, the Code of Ethics for Professional
Accountants (the Code), issued by the International Ethics
Standards Board for Accountants (IESBA), has been adopted
for accountancy professionals. In many cases, however, due
to translation issues and time lags in acquiring local-language
versions of the Code, the adopted version is not always in line
with the most recent version. In some cases, there is a system
for consideration of updates to the Code and translation and
adoption of updates. However, in most cases an ongoing
system has not yet been developed; the Code is updated on an
ad-hoc basis.

In their SMO Action Plans, most PAOs note efforts to incorporate
the Code and modifications/additions into their education,
assessment, and CPD activities. However, the degree to which this
is undertaken is frequently affected by the regularity of updates
to legislation, where part of the Code is embodied in legislation,
as well as availability of translations of the Code. In many cases,
the PAO translates the Code directly or cooperates with a same-
language peer PAO. Additionally, many PAOs struggle with linking
the Code to their investigation and disciplinary systems. Additional
support to strengthen the capacity of PAOs in ethics training and
CPD and strengthen linkages between breaches of professional
ethics and sanctions through investigation and discipline systems
may greatly facilitate further development of the profession.

SUPPORT FOR ADOPTION AND IMPLEMENTATION OF
INTERNATIONAL FINANCIAL REPORTING STANDARDS

In most ECA region countries, as with the Code of Ethics for
Professional Accountants, International Financial Reporting
Standards (IFRS), issued by the International Accounting Standards
Board (IASB), have been adopted for corporate financial reporting.
This is due in large part to significant donor-financed projects
undertaken in the 1990s and early 2000s. Due to translation
issues and time lags in acquiring local-language versions of the
standards, the adopted version of the standards is not always the
most recent version. In some cases, there is an ongoing system
for consideration of updates to the standards and adoption into
the local context. However, in many cases an ongoing system
has not yet been developed and standards are updated on an
ad-hoc basis.

This creates significant challenges in terms of consistency and
comparability of financial reporting across the region. Most PAOs
work to incorporate IFRSs and modifications/additions to IFRS
into their education, assessment, and CPD activities but this is
affected by the frequency of updates to legislation and availability
of translations. In many cases, the PAO, who has expertise in
financial terminology and may have English-language capacity,
may facilitate translation of IFRSs. However, this is a resource-
intensive activity both financially and technically. Additional
support to the development of ongoing systems for identifying,
translating, and incorporating updates/additions to IFRSs would be
greatly beneficial. Additionally, enhancing the capacity of PAOs to
undertake training and education on IFRSs could advance the level
of knowledge and understanding and impact implementation of
the standards.

International consensus generally favors the use of IFRS but
recognizes the benefits of limiting its use to financial reporting
by public-interest entities (PIEs). IFRS for Small- and Medium-
Sized Entities (SMEs) offers an efficient policy instrument that
fosters bookkeeping and reporting practices that meet the needs
of the local economy. Supporting partner-country efforts to
adopt and implement IFRS for SMEs (as opposed to full IFRS) for
non-PlEs may reduce the difficulties faced by businesses,
accountants, and public authorities (including those in tax
administration) in applying IFRSs.

Similarly, the use of IFRS for SMEs may not be an appropriate
policy instrument to establish basic accounting requirements for
micro-entities. In recognition of the need for a basis of accounting




that is more “fit to the purpose” of micro-entities, the EU has
recently adopted a micro-undertaking accounting directive
aimed at introducing a very simple set of annual accounts for
micro-entities. Additional support to PAOs and partner countries
exploring the adoption and implementation of IFRS for SMEs
and the emerging EU micro-undertaking accounting directive
to address the needs of entities operating outside of the PIE
threshold may offer opportunities for strengthening accountancy
framework, the application of international standards, and the
benefits offered to ECA region economies.

SUPPORT FOR ADOPTION AND IMPLEMENTATION OF
INTERNATIONAL STANDARDS ON AUDITING

In most ECA region countries, International Standards on Auditing
(ISAs), issued by the International Auditing and Assurances
Standards Board (IAASB), have been adopted for statutory
audits. However, as with other international standards, in many
cases, translation issues and time lags in translations result in the
adopted version of the standards being misaligned. In some cases,
there is an ongoing system for adoption. However, a system has
not yet been developed and standards are updated on an ad-hoc
basis in many other cases. This, too, creates significant challenges
in terms of consistency of financial information across the region.

Most PAQs are incorporating ISAs and updates/additions
into their education, assessment, and CPD activities but this
is impacted by the slow pace of the legislative process and
availability of translations. In many cases, the PAO, who has
expertise in financial terminology and may have English-language
capacity, may facilitate translation of ISAs. This is, however, a
financially and technically resource-intensive activity.

Additional support to the development of ongoing systems for
identifying, translating, and incorporating translations to ISAs
would be greatly beneficial. Additionally, efforts enhancing the
capacity of PAOs to undertake training and education on ISAs
could advance the level of implementation of the standards
throughout the region.

SYSTEM OF INVESTIGATION AND DISCIPLINE

Most ECA region PAOs maintain a system for investigation
and discipline (I&D) of their members; however, many of these
programs diverge from the requirements of the IFAC SMO on I&D

GLOBAL PAO GLOBAL DEVELOPMENT REPORT 63

(SMO 6). These divergences are mainly in the construct of the
system (e.g., systems are not designed to maintain separate panels
for investigation, discipline, and appeals) and/or in its functionality
(e.g., few cases are heard).

Additional technical support and assistance to building and
strengthening systems of I&D to ensure proper construct could
be very useful to furthering high-quality financial reporting.
Additionally, donor assistance for: a) raising awareness among PAO
leadership and members regarding the importance and role of I1&D
in the proper functioning of a profession; b) providing support to
the design of I&D systems in line with the requirements of SMO 6;
) ensuring proper education in the function of I&D systems; and
d) providing technical support and guidance to fledging systems,
especially in cases involving a breach of professional ethics, could
be very useful to enhancing the operation of these systems.

One challenge facing the proper functioning of I&D systems is
ensuring that disciplinary sanctions have a real consequence
in practice. The strongest sanction that can be applied by a
PAO is expulsion from membership. In countries where PAO
membership is legally required to practice or where there is strong
market recognition of the value of membership, expulsion from
membership can have a real consequence in terms of economic
livelihood and can function to remove low-quality services and
unethical practices from the economy. For those PAOs that do
not have mandatory membership or are struggling to maintain
a presence in the market, expulsion from membership does not
deter the provision of low-quality services or unethical practices.
In such instances, additional support strengthening legal and
regulatory environments and enhancing communication and
coordination between PAOs and regulators may advance the
function of PAO investigation and disciplinary systems.

QUALITY ASSURANCE

Across the region, the level of development of systems of quality
assurance (QA) is moderate to low; however, there are certain
sub-regions where development of QA systems is progressing
more rapidly. In particular, in Southeastern European countries
where EU accession has been identified as a national priority,
notable progress has been made in the design and establishment
of systems of QA in line with the requirements of the EU Eighth
Directive. Many systems in this sub-region are either being
developed or are in their first or second year of operation.

Most ECA region PAOs maintain a system for investigation and discipline

of their members; however, many of these programs diverge from the
requirements of the IFAC Statements of Membership Obligations.
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In other sub-regions, PAOs are still in the early stages of raising
awareness of the importance of quality assurance; translating and
educating membership and stakeholders on relevant international
standards and best practices in quality assurance; and working
with governments and Ministries of Finance to commence design
of a system (e.g., Ukraine and the Kyrgyz Republic).

Robust audit QA systems not only have a direct effect on the
quality of audit practices but they also have the potential to
enhance the profession’s reputation vis-a-vis the authorities,
business community, and the public at large by showing that the
profession holds itself accountable for adhering to high-quality
standards of practice.

Additional support focused on coordinating efforts between the
stakeholders involved in QA (e.g., government, oversight boards,
and PAOs) may be especially helpful in assisting these countries
to develop successful QA regimes. Additionally, in countries
where the national profession may be too small to maintain
independence in QA reviews, cross-border cooperation between
PAOs of different countries that share a common language may
minimize potential conflicts of interest and enhance the function
of QA systems. Such efforts have been undertaken successfully
by the Kosovar and Albanian PAOs to ensure strong QA within
their organizations.

SUPPORT FOR ADOPTION AND IMPLEMENTATION OF
INTERNATIONAL PUBLIC SECTOR ACCOUNTING STANDARDS

Most PAOs in the ECA region do not hold responsibility for
setting public sector accounting standards. Additionally, most
governments have not yet adopted nor implemented International
Public Sector Accounting Standards (IPSAS), issued by the
International Public Sector Accounting Standards Board (IPSASB),
although some governments—notably those of Albania, Armenia,
Azerbaijan, Bosnia and Herzegovina, Georgia, Kazakhstan,
Kyrgyz Republic, and Turkey—have developed plans to introduce
these standards.

As seen through their SMO Action Plans, PAOs in these countries
play a key role in providing information on the latest activities of
IPSASB and any new or modified IPSASs; raising awareness of the
trends and developments occurring in the field of public sector
accounting; and volunteering support for translation of IPSAS for
consideration and use by government.

Some PAQOs have incorporated IPSASs into their training and
education programs to begin educating professionals on these
standards ahead of adoption. Additional technical and financial
assistance could be very useful in bolstering the efforts of those
PAQOs active in supporting IPSAS adoption and implementation.
For PAOs not yet engaged in this area, support to orient these
organizations toward the need for further support to public sector
accountancy efforts could aid in both building PAO knowledge
and understanding and impacting public sector accountancy.

SUPPORT TO PUBLIC FINANCIAL MANAGEMENT

The level of support PAOs are presently providing to public
financial management (PFM) is relatively low in the ECA region.
The position that PAOs maintain in the financial infrastructure of a
country, however, provides great opportunity for leveraging these
organizations to advance PFM development. Although the level of
support is low overall, the region does contain excellent examples
of PAO public-sector support, which can be used for South-South
learning and further development of PAO capacity in this area.

For example, the Society of Certified Accountants and Auditors of
Kosovo (SCAAK) has cooperated with the Ministry of Economy and
Finance of Kosovo to establish the Public Financial Management
Training Program, passage of which is required for every public
sector financial officer. The program aims to train current financial
officers in the public sector with necessary skills to improve the
financial management and financial reporting in the public sector.
Additionally, SCAAK will launch a new project to train finance
officers in Kosovar in collaboration with United States Agency for
International Development (USAID) and in coordination with the
UK Chartered Institute of Public Finance and Accountancy (CIPFA).

Additional technical and financial assistance could be very useful in
bolstering the efforts of PAOs active in supporting public financial
management education, training, and development. For those
PAOs not yet active in this area, support orienting this faction
toward the need for support of public financial management,
especially in education and training, could aid in building PAO
knowledge, understanding, and future efforts.




LOOKING AHEAD: PRIORITY AREAS
FOR PAO DEVELOPMENT IN THE
ECA REGION

Considerable efforts have been made by PAOs in the ECA region to
strengthen the accounting and audit profession, raise the quality
of financial information, and enhance the transparency, reliability,
and comparability of financial reporting and management.
However, much more remains to be done and requires support.

Key challenges for PAQOs in the Europe and Central-Asia region
remain and engagement in these areas from the donor community
through MOSAIC would help strengthen the capacity of PAOs
and their ability to contribute to financial sector development,
economic growth, and social progress.

e Several PAOs in EUIEFTA countries participate in

regional accountancy reform efforts and engage in
formal and informal mentoring relationships with
other PAO:s in the region; there is great interest in
increasing such engagement.
PAOs in EU/EFTA countries, such as France, the Netherlands, and
the United Kingdom, maintain systems of quality assurance,
investigation and discipline, and adoption and implementation
of international accountancy standards that are, in many
cases, seen as examples of global best practice. In recognition
of the value of sharing knowledge on the development and
operation of these systems with regional peers, PAOs in these
countries undertake mentoring and/or informal knowledge
sharing activities to support the development of the ECA region
profession. Additional donor support to PAO mentoring activities
may offer an effective and efficient manner for supporting PAO
development throughout the region.

Although several EU candidate and accession-
oriented countries have begun the process

of implementing the EU Eighth Directive on
Statutory Audit, many continue to face challenges
in relation to sourcing practical examples of
establishment and strengthening of a system of
quality assurance, supporting the development of
independent audit regulatory arrangements, and
facilitating the division of responsibilities between
the profession and the IAR.
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The starting point in addressing the establishment of a (QA)
system is through legislative arrangements clarifying the nature
andscopeofindependentauditregulationversesoverall oversight
of the audit profession and the respective responsibilities in the
process. A key success factor in implementation of effective,
professional QA will be cultivating strong collaboration
between government, regulators, PAOs, and other stakeholders
while taking into account specific requirements related to
independent audit regulation.

Specifically, donor-funded projects could support: 1) technical
assistance from expert institutions helping PAOs design
suitable and sustainable QA systems in close coordination with
their respective IAR; 2) introducing robust audit inspection
processes and methodologies; 3) delivering training courses
for QA inspectors; and 4) providing assistance to PAOs in the
development of quality control practices among small- and
medium-sized practices (SMPs). Reform projects and programs
addressing the development of quality assurance, both in terms
of independent audit regulation and PAO responsibilities, in
a comprehensive manner may reinforce the importance of
collaboration and cooperation among stakeholders and help
ensure sustained success post-project close.

As the countries of Southeastern Europe work
toward EU candidacy and membership, there is

a strong incentive for transposition of the EU
financial reporting and statutory audit directives,
related recommendations, and regulation.

This has focused PAO attention in recent years on the
adoption and implementation of international standards and
incorporation of best practices accounting, auditing, and PAO
development. As such, accountancy reform efforts are strong
and PAOs actively seek additional support in this area.

Although most ECA region countries have adopted
international standards, including IFRSs, ISAs, and
the Code of Ethics for Professional Accountants,
additional support is needed to further the level

of implementation of these standards.

Many PAOs are working to strengthen their CPD systems and
enhance the robustness of offerings. Additional support to this
area, especially related to training and courses on international
standards, may further implementation. Additionally, support
in the development of guidance on the use of international
standards in practice could provide enhanced understanding
for practitioners.
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¢ The adoption and implementation of IPSAS and
support to public sector accountancy and financial
management presents particular challenges as
many PAOs do not hold a remit to engage in
these activities.
PAOs in ECA region countries typically do not have the ability
to set accountancy standards for the public sector and, in some
cases, their support to public sector accountancy and financial
management reform may even be limited by law. When PAOs are
able to function appropriately in this area, they offer expertise
and resources supporting governments in the development of
public sector accountancy and financial management, provide
comment and feedback on proposed reforms and legislation,
and undertake training and education in these areas. Assisting
PAOs in understanding and orienting their activities to
support the adoption and implementation of IPSAS and, more
importantly, their government’s efforts at strengthening public
sector accountancy and financial management are greatly
needed to facilitate PAO contribution.

Although accountancy reforms in the Transcaucasia
region have progressed at a slower pace compared
to some republics of the former Union of Soviet
Socialist Republics (USSR), recent reforms as well as
renewed interest in enhancing business-enabling
environments provide promise.

Political factors (e.g., the continued dispute between Armenia
and Azerbaijan regarding the status of the Armenian enclave
within  Azerbaijan and recent conflict in Georgia) have
contributed to a relatively slower pace of accountancy and PAO
development in these countries. Recently, however, legislative
reforms in Armenia and a renewed interest in enhancing
the business-enabling environment of Georgia, including
accountancy, have aided PAO advancement and donor
assistance has played a strong role in stimulating development
of the profession.

Adoption and implementation of international
standards have been delayed to some degree due
to translation barriers.

In order to overcome translation barriers, many PAOs work
with same-language PAOs to coordinate and pool efforts
in the translation of standards (e.g., Albania and Kosovo).

Additional efforts may be needed to support PAOs tasked
with translation responsibilities, especially where peer-country
coordination efforts could enhance the timeliness and quality of
resulting translations. This may be particularly crucial for certain
ECA countries that rely primarily on translation of materials
into Russian.

Additional assistance is needed to strengthen the
internal governance, structure, and sustainability
of PAO operations throughout the ECA region.

In most ECA countries, the institutional capacity of PAOs is
severely hampered by their inability to mobilize adequate
resources, structure and operate their organizations
appropriately, and maintain sufficient governance over
operations and activities. Weaknesses in governance within
some PAOs in the ECA region are significant enough to possibly
preclude them from playing a leading role in any technical
assistance effort supporting accountancy development. As
such, efforts that focus on strengthening PAOs and supporting
their role in advancing accountancy development throughout
their countries and regions may greatly further the overall
impact and role they may play in this regard.

Throughout the ECA region, the degree to which
PAOs understand and embody the concept of
serving the public interest varies greatly.

Many PAOs in this region were originally established as for-
profit ventures. As such, the concept of operating “in the public
interest” is still relatively new among some PAOs. Although
there has been much effort and progress made in reinforcing
this concept, there are opportunities for improvement. Efforts
supporting PAOs in understanding the concept of the public
interest, orienting themselves in this manner, and applying
this orientation in practice may greatly aid PAOs in operating
as centers of excellence for their financial sector, economy,
and country.

Additional efforts may be needed to support PAOs tasked with translation

responsibilities, especially where peer-country coordination efforts could
enhance the timeliness and quality of resulting translations.




A CLOSER LOOK AT PAO

DEVELOPMENT: THE GEORGIAN
FEDERATION OF PROFESSIONAL
ACCOUNTANTS AND AUDITORS

The Georgian Federation of Professional Accountants and Auditors
(GFPAA) is the non-governmental, non-profit organization
representing the accountancy profession in Georgia. Established
in 1998 through the merger of the Georgian Club of Accountants
and the Georgian Association of Accountants, GFPAA is the main
body uniting the accountancy profession in Georgia. GFPAA
includes more than 20 corporate members (i.e., auditing firms)
and approximately 6,000 individual members, more than 500 of
whom maintain recognition as Professional Accountants. GFPAA
achieved membership in IFAC in 2000 and has continued to
undertake strong reforms to strengthen its organization and the
country’s accountancy environment.

LEGAL AND REGULATORY FOUNDATION—THE PAO-ENABLING
ENVIRONMENT

Georgia maintains a strong legal and regulatory foundation
supportive of the development of the accountancy profession and
its relevant PAOs. The strength of the PAO enabling environment
is largely drawn from the recent adoption of the amended Law
on Accounting and Audit (2012), a core aspect of which is the
creation of a PAO accrediting body that will oversee and provide
accreditation to the PAOs operating in Georgia. The criterion for
PAO accreditation envisioned by this law is PAO membership
in IFAC. As GFPAA is the only IFAC member body in Georgia
as of 2012, it is the only PAO that will satisfy the criterion for
accreditation envisioned.

The new law also provides GFPAA with more regulatory authority
over the audit profession, QA, and disciplinary functions. Although
the law does not require compulsory membership in GFPAA, it
does require audit firms maintain membership if they wish to be
included in the state register of auditors.

Additionally, this law further refines the legal framework for
accounting, financial reporting, and audit in Georgia by defining
the legal and institutional framework for accounting and
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reporting; the levels of financial reporting; and the rules and
conditions for external audits. As one of its key activities, GFPAA
seeks to continue working with legislators to strengthen the legal
and regulatory environment in line with international standards.

A key area for donor efforts will be supporting the implementation
of this new legislation and the impacts it will have regarding
capacity building needed to prepare professionals that have the
knowledge and skills to apply international standards.

PAO ORGANIZATIONAL CAPACITY

GFPAA is a self-financed organization with a sound organizational
structure with operations in over 10 regions in the country.
GFPAA's constitution outlines its remit and includes a chairman
and 12-person Board to guide and direct its activities. The day to
day management of GFPAA is overseen by an executive director
along with a staff of 20.

GFPAA has a formal strategy focused on promoting international
standards with a view to improving the Georgian business
environment. This link between GFPAA's activities and national
economic development strengthens its delivery of valuable
functions and services for both its membership and the country.
GFPAA maintains @ modern committee structure, including
committees for undertaking education, ethics, quality assurance,
and the adoption and implementation of international standards.
Generally, each committee is chaired by one of the members of
the Board.

GFPAA has a culture of strong volunteerism, which helps advance
the objectives and goals of its committees and the overall purpose
of the organization. In addition to its boards, committees, and
volunteers, GFPAA advances the knowledge and understanding
of its members through its training center, the Institute of
Professional Accountants.

The Georgian Federation of Professional Accountants and Auditors is the

non-governmental, non-profit organization representing the accountancy
profession in Georgia.
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PROFESSIONAL EDUCATION, ASSESSMENT,
PRACTICAL EXPERIENCE, AND CONTINUING
PROFESSIONAL DEVELOPMENT

GFPAA works in strong coordination with the ACCA to undertake
professional certification.’® GFPAA requirements for entry into
the program of professional accountancy education include a
university degree. In recognition of the importance of support for
curriculum strengthening at the high school and university level in
Georgia, in 2008 GFPAA signed a memorandum of cooperation
with economics-oriented high schools and Thilisi State University
(TSU). This agreement supports GFPAA's fulfillment of requirements
of the International Education Standards (IESs), issued by the
International Accounting Education Standards Board (IAEBS) and
to strengthen syllabi in line with Level | ACCA training programs.

Additionally, since 2009, GFPAA professional members have
provided lectures for economic faculty students of TSU in
financial accounting and reporting with the support of GFPAA.
In developing its Georgian-language education and assessments,
GFPAA looked to the ACCA program as a model. As such, its
certification draws heavily upon ACCA coursework and exams.

In structuring its system of certification, GFPAA also incorporated
the various tiers of the profession, auditor, accountant, and
technician, to allow for various levels of certification and
knowledge attainment. This helps provide professionals with
certification that is “fit for purpose” and appropriate for meeting
the needs of the public and private sector.

Professional assessments are conducted by the GFPAA, uniform
for all students, and given in written form. Assessment questions
are set by a group of experts from GFPAA consisting of both
members and non-members to allow for a variety of perspectives
and expertise. Assessments are offered on a biannual basis. In
2008, through the strong efforts of the GFPAA to develop its
professional certification program in line with ACCA, GFPAA
was granted nine exemptions by ACCA from the ACCA 14 exam
certification scheme. Additionally, GFPAA received exemptions
for the GFPAA Certified Bookkeeper Certificate and the
GFPAA  Certified Accounting Technician from the ACCA
certification program.

13 Certification includes professional education, assessment, practical experience and CPD.

GFPAA currently requires CPD for its membership. GFPAA's focus
is on further developing its system of CPD in line with IESs and
international best practice.

SUPPORT FOR ADOPTION AND IMPLEMENTATION OF
CODE OF ETHICS FOR PROFESSIONAL ACCOUNTANTS

The GFPAA has adopted the 2006 version of the IESBA Code of
Ethics for Professional Accountants (the Code) for its membership,
after translating these standards into Georgian and making small
allowances to adjust for the Georgian legal environment. The new
Law on Accounting and Audit (2012) requires the application of the
Code by all professionals. Consequently, the most recent version
of the Code will be translated into Georgian and registered in
law accordingly.

The new legislation included the option for utilizing the English
language version of the Code, and other international standards,
if the most recent version of the international standards is not
available in Georgian.

GFPAA continues to maintain ongoing compliance with the Code
in accordance with regulations. Additionally, GFPAA will work to
ensure that all ethical requirements are included among training
and education materials to enhance awareness and understanding
among membership.

SUPPORT FOR ADOPTION AND IMPLEMENTATION OF
INTERNATIONAL FINANCIAL REPORTING STANDARDS

Recent passage of the Georgian Law on Accounting and Audit
(2012) requires public interest entities (e.g., banks, insurance
companies, listed companies, large private companies) to apply
IFRS, private SMEs to apply IFRS for SMEs, and micro-entities to
apply specially designed standards for their reporting purposes.
The current timetable for implementation envisions application of
IFRS among public interest entities in 2013 with the requirement
for application of IFRS for SMEs beginning in 2015.

Although IFRS has been required since 2000 in Georgia, the
implementation of these standards has concentrated mainly
among large, international, and/or listed firms. Therefore, this
legislation presents a significant need for additional education,
training, and capacity building within the accountancy profession.
Although GFPAA translates the standards as well as promotes




their application through its education, training, assessment, and
CPD activities, additional donor support for GFPAA is needed in
light of significant changes in financial reporting .

Support to GFPAA may focus on facilitating the transition of
companies to IFRS, IFRS for SMEs and/or micro-entity reporting
standards; designing and developing training materials; and
providing training courses, educational programs, and technical
guidance to enhance the application of international standards.

SUPPORT FOR ADOPTION AND IMPLEMENTATION OF
INTERNATIONAL STANDARDS ON AUDITING

The new accounting and auditing law requires all audits to be
in accordance with ISAs. Despite lacking legal responsibility,
GFPAA translated, updated, and issued IAASB pronouncements.
Regardless of GFPAAs use of ISAs, additional training and
education, especially for SMPs, is still needed. Assistance from
donors in the design and development of training materials and
provision of training courses, educational programs, and technical
guidance specific to the needs of SMPs will greatly advances the
efforts of GFPAA and the implementation of ISAs.

SYSTEM OF INVESTIGATION AND DISCIPLINE

Under the old Audit Services Law, passed in 1995, responsibility
for I&D of audit professionals rested with the Council of the
Parliament of Georgia. Prior to the current law, no activities were
undertaken to develop and implement a system of I&D.

Within GFPAA, I1&D activities were restricted to introducing
activities that could be undertaken by the Membership and Ethics
Committee. Operationalization of this very limited system was
minimal—no cases were ever heard. According to the new law,
I&D authority now rests with the GFPAA.

As the GFPAA works to design and develop its system of I&D,
additional donor support in the form of technical assistance for
development of an I&D system and processes could be especially
helpful. Additionally, support in the form of a PAO mentoring
relationship that focuses on I&D may provide a platform for
transferring knowledge, experience, and lessons learned in the
design, development, and operation of an I&D system.
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QUALITY ASSURANCE

Under the old law, the Auditing Council of the Parliament
of Georgia was entrusted with the QA of audit services in
Georgia. To meet the IFAC SMO on QA (SMO 1), GFPAA revised
its constitution in 2006 and adopted corporate membership in
order to conduct QA review within its corporate members (i.e.,
member audit firms) through its own system. The development
of a QA system progressed during this time; however, much more
remains to be done to ensure the development and operation of a
strong system.

The new law grants GFPAA with legislative authority for QA and
requires all firms interested in undertaking audits of public interest
entities participate in this program. Although the GFPAA has made
some progress in the development of its QA system, it needs to
reorient its activities to be in line with the new requirements. To
this end, the GFPAA has developed a working group comprised of
eight individuals to determine how the QA program and its related
Quality Control Committee may be structured and function in line
with IFAC SMO on I&D (SMO 6) requirements and the new law.

As GFPAA works to develop its system in line with international
best practice, SMO 6, and Georgian law, additional donor
support in the form of technical assistance for development of
the system and processes related to QA, development of manuals
and trainings, and education of Georgian auditors ahead of the
launch of the system will be extremely important to ensure the
development of a strong, well-functioning system that operates
to enhance the quality of financial reporting. Additionally,
the provision of support through PAO mentoring focused on
QA systems, design, and operation may greatly enhance the
development of the GFPAA system as well positively impact the
overall quality of audit services.

SUPPORT FOR ADOPTION AND IMPLEMENTATION OF
INTERNATIONAL PUBLIC SECTOR ACCOUNTING STANDARDS

According to Georgian legislation, the Ministry of Finance of
Georgia is responsible for establishing public sector accounting
standards. IPSASs are not presently adopted in Georgia.

The current accounting system for the public sector is largely
based on the system utilized during the Soviet period. Over the
past few years, the main role of GFPAA in supporting the adoption
and implementation of IPSAS has been in raising awareness of
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the standards, their benefits, and their potential adoption among
Georgian government stakeholders.

According to the Strategic Plan of the Ministry of Finance of
Georgia, implementation of IPSAS in Georgia will be finalized by
the year 2020. In preparation for IPSAS adoption, the Ministry of
Finance has announced a tender on translation of IPSAS. GFPAA
proposed undertaking these efforts.

As Georgia moves to adopt and implement IPSASs, it will need
massive retraining of public sector accountants. Supporting the
development of educational and training programs within the
GFPAA to address the emerging demands of the public sector may
help facilitate a smooth transition to the standards and ensure
strong knowledge and understanding of the standards among
public sector accountants.

SUPPORT TO PUBLIC FINANCIAL MANAGEMENT

GFPAA has been an active supporter to the capacity-building
efforts of the government sector of the accountancy profession.
GFPAA worked with the Georgian Supreme Audit Institution (SAI)
to train staff, provide lectures, and further the achievement of
GFPAA professional designation by public sector employees. This
past year, through GFPAA programs, 20 professionals from the SAI
achieved GFPAA designation. In addition to GFPAA's work with
the SAI, the organization is also active in supporting the capacity-
building efforts of the Ministry of Finance and Revenue Services to
assist in building their staffs professional knowledge and capacity.
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