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Importance of studying principles of forensic economics is due to
the need to interpret this economic and legal category in legislative
field and determine the system-building factor for development of
a normatively standardized approach to the methodology of such
forensic examination.

Reliability of forensic economic examination results depends,
in particular, on development level of its theoretical foundations.
The purpose of this paper is to formulate the principles of forensic
economic examination that are crucial in drawing up the expert’s
conclusion (in case of finding out the real state of financial statements
of audited enterprise and its reliability that is or will be the subject
of hearing).

Principles of forensic economics are analyzed and the need
to develop sectoral principles of such science is substantiated. It
is determined that general principles of forensic science (legality,
independence, objectivity and completeness of the research) require
further development in three areas: sectoral, organizational and
methodological and in accordance with user requests.

Researches on specifics of forensic economics (taking into
account user requests to asses financial enterprise state and
financial statements) indicates the need to take into account
during its accounting tools, which main are accounting estimates.
Standardization of accounting while preparing financial statements
allowed to identify principles influencing the formation of the
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expert’s conclusion, namely: integrity, comparability, relevance,
appropriateness, materiality (at the stage of functional measures of
the examination) and effectiveness (at the stage of preparation and
submission of expert conclusion).

Keywords: forensic economics; principle; legality; accounting
estimates; financial statements; accounting.

Research Problem Formulation

Importance of forensic examination
is due to the need to find out the real
state of affairs during a particular trial.
The practice of performing forensic
economic examinations indicates an
urgent issue: lack of reliable principles
for the implementation of such forensic
examination. There is an axiomatic
approach to the policy of forensic science
based on the norms of the current
legislation, that spell out the actions of
forensic examination. However, in order
to limit the mission of forensic experts
only to the norms of law would be to stop
the development of expertise as a type of
activity.

In the field of forensic economics,
actions of forensic experts are significantly
pressured, in particular by the rapid
evolution of accounting and analytical
science, for example, introduction in 2015
of National Accounting Standards in Public
Sector (hereinafter referred to as NASPS) !,
International Financial Reporting
Standards (hereinafter referred to as IFRS)?,
development of strategic accounting and
the widespread use of the instrument of

accounting estimates in the context of
digitalization of accounting and reporting
activities . Let us consider the issue of
quality of forensic economic examination
through the prism of application of
principles as the basic principles of its
implementation in theoretical plane.

Article Purpose

Formulate the principles of forensic
economicsthatare crucialin drawing up the
expert’s conclusion (in case of clarification
of the real state of the financial statements
of the audited enterprise and its reliability
that is or will be the subject of hearing),
taking into accounting estimates according
to relevant accounting standards. Give
certain recommendations, providing the
following researchers grounds for resolving
the question of the principles of forensic
economics as its theoretical foundations.

Analysis of Essential Researches
and Publications

With explanatory and encyclopedic
dictionaries, the principle term in Latin
means: base, primary source. According to

1 KonecHiuenko A. C. IHCTHUTyUIiOHaJIBbHI aclleKTH MOZepHisamii cucreMu OyXraaTepCchbKOro
061iKy Ta iHaHCOBOI 3BITHOCTI B ZIep)KaBHOMY CEKTOPi. Review of transport economics and man-
agement. 2020. Ne 4 (20). C. 136—143. DOI: 10.15802/rtem2020/228859 (date accessed: 18.01.2022).

2 Tomo6opozapko T. B. BukopucTaHHsS MIKXHApPOAHUX CTaHAApTIB (biHAHCOBOI 3BITHOCTI y 3a-
pybOibxHUX KpaiHax. EexmusHa ekonomika. 2016. Ne 10. URL: https://www.economy.nayka.com.

ua/?op=1&z=5293 (date accessed: 18.01.2022).

3 Crpareris MogepHisarii cucreMu GyxranaTepchbkoro 06Ky Ta GiHaHCOBOI 3BITHOCTI B IepiKaB-
HOMY CEeKTOpi Ha 11epioz 10 2025 poky : cxBaJ. posrnopsazx. KMV Bix 20.06.2018 p. Ne 437-p. URL:
https://zakon.rada.gov.ua/laws/show/437-2018-%D1%80#Text (date accessed: 18.01.2022).
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basic concepts formed both in philosophy
and in special sciences, principles are
basic provisions, principles, rules, normes,
requirements, that is, semantically similar
concepts that scientists and legislators
interpret in a broad sense (basics,
regulations, principles) or in a narrow (rules,
norms, requirements) *.

According to many practitioners,
the theoretical foundations of forensic
economic expertise are disclosed in the
current legislation. Thus, Art. 3 of the
Law of Ukraine: On Judicial Examination
(hereinafter referred to as Specialized
Law) stipulates that forensic activities are
carried out “on the principles of legality,
independence, objectivity and completeness of
research” ®.

The draft laws published at different
times for the most part significantly

expanded the list of principles for
implementation of forensic science
activity.

One of the draft laws on forensic
science activity® provides for a number
of general principles, taking into account
(in addition to principles defined by the
current Specialized Law ’) the methods
and objects of forensic examination (it is
permissible to use methods of conducting
and maximum preservation of forensic
objects). Other projects proposed to add
the principles of professional ethics of

the expert, scientific validity, observance
of human and civil rights and freedoms,
political neutrality, etc. The principles of
forensic science proposed by these draft
laws helped to reflect the professional
position of each group of authors who
prepared amendments to legislation and
demonstrated a tendency to expand the
range of examination tasks depending
on the subject of the study. However,
currently in the scientific community there
is no consensus on defining the principles
of both the entire forensic examination
and its individual types (in particular,
economic one).

The normative line of research
on forensic science principles
(supplementation of the principles

defined by the Specialized Law) is shared
by the majority of researchers. Thus,
N. I. Klymenko ® adds to the existing
principles of purposefulness, planning
and systematicity, Zh. A. Kevorkova °:
compliance, efficiency, systematization
and complexity of expert research.
The issues of principles have been
discussed since the beginning of forensic
science ) leaving its basic principles
(legality, independence and objectivity)
unchanged.

It is worth paying attention to the
fact that the development of principles
(as a basis for the implementation of

4 Aptiox O. B. IIpyHUMIHN KOHTPOJIO: IpobieMaTuka BHU3HA4YeHHs. Haykosuill gicHuk Yaiceo-
Ppo0cbko20 HayioHanvHozo YHieepcumemy. Cepia: MixcHApoOHi eKOHOMIYHI 8IOHOCUHL ma
ceimose eocnodapcmeo. 2016. Bum. 6. Y. 1. C. 20—25. URL: https://nbuv.gov.ua/UJRN/
Nvuumevcg_2016_6%281%29__7 (date accessed: 18.01.2022).

5 IIpo cymoBy eKcIlepTHu3y : 3aKOH YKpainu Biz 25.02.1994 p. Ne 4038-XII (3i 3miH. Ta gomos.). URL:
https://zakon.rada.gov.ua/laws/show/4038-12#Text (date accessed: 18.01.2022).

6 IIpoeKT 3aKOHY IIPO CYZOBO-eKCIIePTHY AisIbHICTD Biz 05.11.2021 p. Ne 6284. URL: https://wl.cl.
rada.gov.ua/pls/zweb2/webproc4_1?pf3511=73154 (date accessed: 01.02.2022).

7 IIpo cyZmoBy eKCIepTHU3y : 3aKOH ...
(date accessed: 18.01.2022).

. URL: https://zakon.rada.gov.ua/laws/show/4038-12#Text

8 Kiumenko H. 1. KpuMuHanucTHKa Kak Hayka : MoHorpadusg. Kues, 1997. 83 c.

9 Kesoproga K. A. CyzebHo-Oyxrasrepckas akcriepTusa : MoHorpadws. Mocksa, 2005. 127 c.
10 [lxsxoB A. P. CyznebHas sKcIiepTH3a: OpraHusaus u nposegenue. Mocksa, 1979. 168 c.

11 Boukoga l. A. CyzoBo-OyxrasrepchKa eKcriepTrsa : Hasd. nocib. Kuis, 2009. 84 c.
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expert actions) acquires a clear sectoral
direction depending on the directions
of development of forensic expertise.
Thus, V. D. Ponikarov singled out the
differentiation and integration of specific
expertise, which for his part, determines
the need to identify the relevant principles
already at the level of forensic economics.

The theoretical basis of such
principles was laid by M. T. Bilukha *?
coryphaeus of forensic economics. In
conducting research, they are used
to nowadays, but more as a historical
abstraction, because provision of practical
recommendations involves primarily
the use of current principles of forensic
science, provided by the relevant Law.
At the same time, over the past 10 years,
scholars have developed specific issues
of forensic economic expertise, which
led to the development of principles
in the direction of their adaptation to
specific expertise. T. M. Rybkina and
0. V. Khomutenko 3, O. V. Anishchenko
and O. L. Danylchenko *, analyzing the
basic approaches to determining damages
in criminal proceedings, focused on their
regulation for the examination. This

opinion is shared by O. V. Fomina and
I. K. Shushakova ** in research paper on the
use of forensic economic expertise in tax
disputes on transfer pricing, and M. Khouk
in a book on the impact of digitalization
on forensic science activities'. Practical
recommendations provided by scientists
on the components of evidence base and
mandatory elements of forensic economics
that they called economic analysis, facts
(circumstances), electronic environment
and legal component (tax legislation),
are also based solely on the principles of
applicable law. This is what the authors
consider an effective tool for resolving pre-
trial or investigative conflicts of interest
in matters of tax disputes over transfer
pricing. The same opinion of T. O. Krivtsova
on the use of basic principles for solving
practical issues of forensic economics
in the tax field V. In other sectoral areas
of application of the subject of forensic
economic examination are considered
according to traditional principles:
D. O. Hrytsyshen and O. V. Kuznietsova
(on the assessment of waste management
operations) 8, S. V. Ievdokimenko (in the
context of the practical development of

12 Binyxa M. T. CyzoBo-Gyxraarepcbka ekcreprusa : migpyaauk. Kuis, 2004. C. 35.

13

14

15

16

17

18

Pubkina T. M., Xomyrenko O. B. Micrie cyZ0Bo-eKOHOMIYHOI €eKCIIepTU3H B [IPOLIeCi BCTAHOB-
JIEHHSI IIKOAM Ta 30uTKiB. Teopis ma npakmuka cy0ogoi ekcnepmu3u i kpuminasicmuki. 2008.
Bum. 8. C. 480—483.

Awnimenxko O. B., lanunbuenko O. JI. 30UTKHU SIK IPeJMET CYZOBOI €eKOHOMIYHOI €KCIIEPTU3U
V KpUMiHaJIbHOMY IIPOBa/pKeHHi. Teopia ma npakmuxa cy0oeoi ekcnepmusu i KpUMIiHAAICMUKU.
2019. Bum. 20. C. 367—377. DOI: 10.32353/khrife.2.2019.28 (date accessed: 05.02.2022).

domina O. B., Illymaxosa I. K. CyzoBa ekOHOMIUHa eKCIlepTH3a 3 IIUTaHb TpaHChepTHO-
ro miHoyTBOpeHH:A. Exonomika Vkpainu. 2021. Ne 10 (719). C. 52—66. DOI: 10.15407/econo-
myukr.2021.10.052 (date accessed: 18.01.2022).

Houck M. Digital and Document Examination. 2018. 264 p. URL: https:/www.elsevier.com/
books/digital-and-document-examination/houck/978-0-12-802717-2 (date accessed: 05.02.2022).
KpiBuosa T. O. Cyz0oBO-eKOHOMIYHA €KCIIepTH3a PO3PaxyHKiB, IT0B’I3aHUX i3 IIOZATKOM Ha JI0-
xozau Gi3NIHUX 0Cib: TEOPETUKO-MEeTOA0IOTIuHI acieKTH. EkoHomika pozgumky. 2015. Ne 1 (73).
C. 46—53. URL: https://nbuv.gov.ua/UJRN/ecro_2015_1_8 (date accessed: 05.02.2022).
I'punumieH /1. O., Kysuenosa O. B. CyzoBa eKOHOMIUHA eKCIIepTHU3a OIlepalliil 3 yIIpaBIiHHS Bij-
XOZlaMU: TEOPETUYHI IOJOKeHHs. BicHuk JKumomupcvkozo 0epicagrozo mexHoA02I4HO20 YHigep-
cumemy. Cepis: Exonomiuni Hayku. 2013. Ne 4 (66). C. 30—38. URL: https://nbuv.gov.ua/UJRN/Vzh-
dtu_econ_2013_4_5 (date accessed: 18.01.2022).
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forensic science in combating offenses in
banking operations) .

V. A. Derii and D. I. Dema, developing
the ideas of M. T. Bilukha, put forward the
thesis of uniqueness of forensic economics
in terms of identifying the “correct” its
objects (unlike other species of forensic
science), which the authors consider the
financial condition of enterprises, property
andsourcesofitsacquisition, currentassets
and sources of their formation, sources
of own funds and results of financial and
economic activities of enterprises, general
and special funds, settlements with debtors
and creditors %, etc. This latest concept of
forensic economic examination is based
on the classification of forensic economic
examinations by H. A. Matusovskyi,
according to him the principles undergo
significant changes depending on forensic
examination objects . Researchers propose
to start training professionals in Ukraine
majoring in Forensic economics and Audit.
In our opinion, these researches (although
they reflect the needs and requests of
users) are somewhat remote-idealistic
in nature, as they do not fully take into
account realities of current legislation on
forensic science.

In professional readings, a group
of authors identifies the so-called
methodological principles of examination
in accounting % Unification of theoretical
provisions of forensic science requires

development of qualitative characteristics
that would reflect criteria of usefulness
of information formed and collected
while research on accounting documents.
Therefore, scholars argue that such
principlesshould be based onthe principles
ofaccounting, auditing and control through
industry approaches to expertise in this
area. Therefore, principles of objectivity,
competence, consistency, = monetary
valuation, reliability, reporting period,
comparability, materiality, effectiveness
reproduce accounting principles reflected
in the standards and at the same time
duplicate the legal requirements for
forensic examination. Indeed, I. V. Pyrih
and I. R. Shynkarenko note that “principle
of objectivity is to establish the laws of forensic
expertise solely on the basis of the study of
objects using special knowledge, regardless
of social, political and other processes taking
place. in society””. The authors conclude
that “this does not mean creating science to
meet the needs of those who allocate financial
resources”. Therefore, at methodological
level, in our opinion, it is enough to reflect
the methods of forensic examination
taking into account the specific methods
and objects of forensic examination.

At the same time, I. V. Pyrih and
I. R. Shynkarenko take the position of
distinguishing principles of forensic
science from principles of forensic
science activity considering most of the

19 €spokimeHKo C. B. CyZ0BO-eKOHOMIYHA €KCIIepTH3a Y IPOTHUAII IIPABOIIOPYIIEHHIM y OaHKiBCh-
Ki#i cepi . IIpaso i Besneka. 2015. Ne 4. C. 77—83. URL: https://nbuv.gov.ua/UJRN/Pib_2015_4_17

(date accessed: 18.01.2022).

20 [lepiii B. A., [lema /I. I. EkoHOMiYHa eKCIlepTH3a JisIIbHOCTI MiAIIpreMcTB. Exonomika ma cy-

cniavemeo. 2017. Bum. 11. C. 508—514.

21 [peiizen B. I. OCHOBHBIE BOIIPOCHI JOKYMEHTAJIBHOHM PEBU3NU U CyAe6HO-OyXraaTepckoi
9KCIepTU3bl B paboTe ciegopares : yueb mocob. Jenunrpaz, 1969. 169 c. ; lpunumex /. O.,
Kysuenosa O. B. Op. cit. URL: https://nbuv.gov.ua/UJRN/Vzhdtu_econ_2013_4_5 (date accessed:

18.01.2022).

22 Ilwupir L. B., Illuakapenko 1. P. IIpuHIUnm cyzoBoi ekcriepTusu (oeasdosa cmamms,). Teopia ma
npaxkmuxa cydoeoi excnepmusu i kpuminaaicmuku. 2018. Bum. 18. C. 221—230. DOI: 10.32353/

khrife.2018.24 (date accessed: 18.01.2022)
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principles (Specialized Law and those
proposed by scholars) to reflect “mostly
the basics of procedural law (procedural
independence and autonomy). expert,
separation of expert functions from the
functions of other procedure participants,
personal responsibility of forensic expert
for provided conclusion)” %.

In order to determine a specific list
of principles of forensic economics, it is
necessary to refer to its purpose that is
the evidence formation of base during
the trial of an economic offense*. For
this purpose, the effectiveness principle
should work, the essence of which is the
effectiveness of the final stage of forensic
examination, achievement of concrete
results. Regarding forensic research,
E. B. Simakova-Yefremian emphasizes
this %.

In forensic science examination,
effectiveness is achieved when the
expert’s conclusion contains answers to
questions on the merits, which should
not be rejected by the court or the parties.
Rejection of the expert’s conclusion is
often possible due to the incompetence
of the expert, his interest or poor quality
examination®. Thereby T. V. Pashchenko
and T. H. Sheshukova add to the principles
mentioned above, the integrity principle
that according to many scholars, not only
ensures the quality of forensic science but
determines independence of conclusions
formulated by forensic expert.

Indeed, forensic examination of
financial statements and accounting
is associated with inevitable issues of
analyzing appropriateness of the use

23 Ibid. C. 228.

of specific accounting tools, such as
accounting estimates and recognition of
assets to reflect them in the reporting.
Because science and practice still do
not have a single approach to analysis,
analysts use accounting data differently.
This is unacceptable in forensic science.
Therefore, we formed a different approach,
which was defined as the purpose of
this study. Firstly, we demonstrate how
accounting is related to accounting,
providing a starting point for the study
of accounting (according to users of
accounting and reporting). These formal
expressions for forensic science are limited
to the statement of factual indicators
reflected in accounting and reporting.
Secondly, we formulate basic foundations
of forensic economic expertise: by
outlining a set of principles of best practices
for forensics that provide the information
required by the judiciary. Thirdly, we
impose these principles of best practices on
the information structure in order to draw
conclusionsaboutthe principles of forensic
economics supporting the practice. Thus,
through the needs of users, the principles
of evaluation, analysis principles taking
into account the principles of accounting,
we come to the definition of the principles
of forensic economics.

Main Content Presentation

Unlike accountants and auditors, forensic
expertsstilldonothave forensicstandards.
The standards are designed to promote,
above all, transparent organizational
and methodological support in the field

24 Tlamenko T. B., [lemnykoBa T. I. PasBuTre Teopuu U MPaKTUKU OyXraaTepCKOM SKCIIEPTHU3HI :

MoHorpadus. I[lepmsb, 2010. 170 c.

25 CimaxkoBa-€dpemsH E. B. KoMIUIEKCHI CyZ0BO-€KCIIePTHI AOCTi/KEHHS: Teopis Ta IPaKTHKA :

MoHorpadis. Xapkis, 2016. 456 c.

26 Ilamenko T. B., [llemykoBa T. I. PasBuTre Teopuu U MPaKTUKU OyXraaTepCKOM SKCIIEPTHU3HI :

MoHorpadus. I[lepmp, 2010. 170 c.
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of forensic science, a unified approach
to working with physical evidence,
forensic examinations, uniformity of
measurements, technical and information
compatibility, comparability of research
results, unification in the field of forensic
science activity, etc. ¥ Some methods
of expert research, approaches to work
with physical evidence no longer meet
modern requirements. This is partly
due to difficulty of adapting to changing
conditions of the approaches formed
in the 1960s and 1970s and partly due to
the risk environment conditions . The
basis of the issue is the lack of unity
and coherence of the norms of modern
forensic economics. Basic conceptual
approaches begin with goals and
concepts. They stipulate the principles of
recognition and evaluation. “Recognition”
determines what the forensic economist
should consider during the examination
of financial statements and “assessment”-
how to assess its performance. Sequence
of ideas looks as Fig. 1 indicates.

Goals of
forensic
economics
Rules
governing Recognition
forensic + principles
economics

Fig. 1. Ensuring achievement
of goals of forensic economics
and interdependence
of elements

Although standardization procedure
of forensic science in Ukraine continues %,
it does not demonstrate any results. We
assume that even if the goals and concepts
of forensic science are adopted nowadays,
their too wide range will prevent the
solution of basic principles of forensic
economic examination of accounting and
financial reporting, because they are in
no way related to what users expect from
an expert in accounting and financial
statements. At the recognition stage, they
determine forensic expert approach to the
assets and liabilities to be examined. This
approximates the legal approach that links
forensics to these definitions rather than
to the needs of users, and draws experts
into a web of individual details instead
of interpreting definitions. Difficulties
prevail in characterizing performance of
forensic economics.

We have applied utilitarian approach:
weexamineaccountingpolicies,accounting
and financial reporting from the user’s
point of view (in particular, investigator
who uses the fundamental assessment
of forensic expert for investigation and
proceedings). The enterprise value is
estimated using accounting indicators -
such as sales, profit, debt at the reporting
date (balance sheet date), etc. Indeed,
a fundamental assessment by forensic
expert is sometimes seen as a verification
of accounting information. However,
verification is a misinterpretation of
procedure essence of forensic economic
examination. On the contrary, forensic
expert should certify the actual state of
affairs with reference to documentary
accounting information. However,

27 Pysin O. I., IToxraBchbkuii A. O. CTaHOBJIEHHS CTAaHZAPTU3AIlil CyZOBO-€KCIIepTHOro 3abes-
IIeYeHHsS IIPAaBOCYAJA B VKpaiHi: IepCreKTHBU PO3BUTKY. Cmandapmu3sauyif, cepmugikayis,

akicme. 2018. Ne 3 (110). C. 39—47.

28 IIpo CTBOpeHHs TEXHIYHOIO KOMiTeTy cTaHzapTu3alii «CygoBa ekcriepTusa» : Haka3 11 «Vkp-
HAHIT» Bix 07.05.2018 p. Ne 125. URL: https://ips.ligazakon.net/document/FN042150 (date

accessed: 18.01.2022).
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questions arise : “To what extent does this
accounting meet users’ expectations?”,
“Is this accounting at fair value?”, “Is this
accounting at cost?”. Instead of appealing
to accounting concepts such as the balance
sheet approach, or calling “fair value”
or “historical cost” an (inappropriate)
“attribute of valuation”, we ask, “What
should an investigator know about a
trial?” . This approach considers financial
reporting to be a product, so the problem
of accounting expertise is to develop a
product that is tailored to the needs of
users and should answer the question:
“Is it correct, in the opinion of users of
reporting, to ensure the preparation of
reports, whether the relevant principles
of reporting and forensic examination are
followed?”.

For the stated purposes of forensic
economic expertise, within its conceptual
limits, the user of the examination results
means the subjects of litigation, and the
users of financial statements; traditionally
external and internal entities, including
owners, investors and other users. This is
confirmed by financial reporting goals in
accordance with IFRS and NASPS.

It is necessary to start teaching
information on data analysis while forensic
examination from the principles guided
by the expert - the so-called principles
of best practices. In default of approved
standards of forensic science (in particular,
forensic economics), we do not choose the
principles ourselves but rather involve
those defined by the law on forensic science
and described in the fundamental analytic
research papers: forensic experts for
many previous years. These are principles
that the analyst is unlikely to agree
with; we really consider them generally

accepted. However, the acceptance of
these principles largely depends on the
understanding of what these principles
mean for practice compared to the
alternatives that can be offered. Principles
of forensic economics should be relevant,
or at least not contradict the approach
defined by IFRS, NASPS. Therefore, instead
of a priori determining the desired quality
characteristics of information, we conclude
about these characteristics based on user
requests (rather than owners, as declared
in the standards).

Unlike the concepts of these standards,
the principles we proposed are reduced to
actions to assess reliability of accounting
information.

Letus explain this with an example. One
of the most important issues of accounting
policy is the controversial choice of
balance sheet approach over the statement
of financial performance (in international
practice it is called income statement).
Indeed, accounting estimates vary widely
depending on nature of accounting entity
(as required by standards, they must be
performed by management if monetary
amounts cannot be determined directly):
“Valuation of these monetary amounts
depends on the uncertainty of valuation
reflecting inherent limitations of knowledge or
data™. The forensic economist’s analysis
is not necessarily conclusive: this analysis
could be compared to alternatives that
could arise from a different accounting
estimate.

The main purpose of conceptual
framework documents of accounting
and reporting standards is to provide
information on future cash flows. At
the same time, the stated goal does not
indicate how to do it: balance sheets,

29 MixHapoAHi CTaHAAPTH ayAUTy. MiKHAPOAHI CTAHZAPTU KOHTPOJIIO SKOCTi, ayAUTY, OLJIALY,
iHIIIOTO HaZlaHHS BIIEBHEHOCTI Ta CYIyTHIX mocayr. Buz. 2016—2017 pp. Y. I: AyauT 061iKoBUX
OIIiHOK Ta IIOB’sI3aHe 3 HUMHU PO3KpUTTA iHdopManii : MixHap. cranzapt ayguty 540 (mepersis-
mytuii). URL: https://mof.gov.ua/uk/mizhnarodni-standarti-auditu/ (date accessed: 11.01.2022).
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income statements (profit and loss) and
their details are probably important, but
how do these financial statements relate
to future cash flows and their value?
We will demonstrate this by example of
accounting cost models. The first is the
standard residual income model that links
accounting to the equity cost. The second
is the expression that links stock returns
to accounting figures. When it comes to
investing in equity, the cash flows that
board wants to forecast are dividends:
cash flows for shareholders. The standard
dividend discounting model reflects the
following calculation:

Dividend, Dividend, Dividend,
+ =+ —+
(1+V) (1+7) (1+7)

Value, =

where ris discount rate (required return on
risk).

The dots at the end of the above formula
indicate that for continuous enterprise
operation, forecasts are estimated to be
maintained indefinitely in the future.
Variables with a lower index of t > 0 are
expected values of the base period and
in subsequent periods. This model does
not cause disagreements: it contains the
principle which a reliable assessment of
forensic expert should be based on, that
means expediency of applying a specific
accounting model. The main thing is to
associate accounting indicators with the
expected dividends, therefore, with their
value. Accounting, in fact, reflects in the
statements information about net profit,
both according to the balance sheet (section
I of the liability) and in the statement
of financial results (profits and losses).
Therefore, the expediency principle is one
of the important principles at the stage of
record keeping and compiling.

30 Ibid.

Since an accounting estimate is an
amount in cash equivalent that depends on
the estimate uncertainty ¥, forensic expert
should state only the facts of estimate
application. Accounting should clearly
reflect total income, as the equivalence
of estimates based on the final financial
result occurs only when the profit reflects
total calculation of all correctly valued
assets and transactions (E.g., principle of
compliance in Fig. 2 below).

The use of assets by forensic expert in
accounting for revaluation (revaluation) is
always limited to whether such estimates
are consistent with the fair value of a
particular reporting period. “To what
extent do estimates take into account
future risks and how is this reflected in
the financial statements?” This is the most
important recognition issue of principles
in accounting, which complementing
the recognition issue of accounting and
reporting conceptual basis.

The purpose of applying the conceptual
framework of any standard is to provide
information about amount and uncertainty
of future cash flows. Cost is the present
value of projected cash flows, discounted
for uncertainty, so another possible aspect
of accounting is to provide information
about discount rate.

The discount rate is called the capital
cost, or expected return on risk. However,
although these terms relate accounting to
prices, revenue, and expected revenue,
they are not used in reporting and
accounting. Only some companies can
provide such information in the Notes to
the annual financial statements, but there
are no regulatory requirements. Thus,
using the concept of user orientation,
forensic economist can identify a
number of practical principles; that will
determine the basic approaches in terms
of individual organizational stages of
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forensic science but in any case should
reflect sectoral specifics of forensic
examination itself. In our study, it is an
economic examination which object is
accounting and reporting.

Indeed, results of forensic economic
examinations playanimportantroleinthe
overall structure of evidence in criminal
proceedings and therefore require
formation of a clear theoretical basis
for the conduct of relevant researches .
Conceptual basis of IFRS (and other
accounting standards) begins with
principles (relevance, reliable presentation
and neutrality) defining characteristics
of provided information We start
with the principles that characterizing
information but these are principles
related to the demand for information
within the general objectives of forensic
economics using the established forensic
classification (identification, diagnostic,
preventive) *2.

The standard thesis of fundamen-
talists *: price is what you pay, value is
what you get *. Unlike those who view
pricesasan effective measure of fair value,
fundamentalists view price as speculative
and potentially different from value.
Therefore, adherence to the principles
is important to reconcile the degree of
riskiness of estimates taking into account
market prices: choice and application of
methods, significant assumptions and

data used by management to carry out
accounting estimates; selection of a point
assessment and disclosure of relevant
information about the uncertainty of
assessment by management *.

The first two principles specify
concepts of relevance and reliability that
prevail in accounting standards. These
concepts are often trade-offs: in order to
become relevant, evaluation information
becomes less reliable (abandonment of
the reliability principle is considered as
normal one). The fundamentalist argues
that speculative information (that can
be relevant to the case) should not be
confused with reliable information, as
he relies on this reliable information
to challenge speculative stock prices.
Fundamentalist understands that prices
are speculative and seeks to obtain
reliable accounting reports to consolidate
the assessment. Fundamentalist implicitly
urges the accountant: tell me what you
know, and leave the assumptions to me.
The accountant provides information
for the first component of the financial
statements - the balance sheet, but should
not distort the information on income
and expenses when preparing the second
form of reporting: Statement of financial
performance. Therefore, in development of
S. A. Zviahin’s % proposal to supplement
principles of forensic economics with
the principle of comparability ( based

31 Botitenxko O. O., I'ypina /I. II. [lo nuTaHHs PO OOEKT CYZOBOI EKOHOMIYHOI €KCIIePTU3U. AK-
MYyanvhi numanus cmandapmusayii cydogo-ekcnepmmozo 3abesnedents npasocydos @ Ykpaini. Ilep-
CNeKmugu po3sumky : MaT-Iu MDKHAp. HayK.-IPaKT. KOH(., mpucBsad. 105-pid. CyZOB. €KCIepT.
B Vkp. Ta 95-piv. 3 AHSI HapomK. akaz. M. f. Ceras. (Kuis, 04—05.07.2018). Kuis, 2018. C. 80—83.

32 [ikans JI. B., Ilonikapos B. [I., Koxymrko O. B. CyZ0Bo-eKOHOMIYHA eKCIIepTH3a : HaBd. I10Cib.

XapkiB, 2014. 432 c.

33 Fundamentalists (Latin: Fundamentum - basis): advocates of norms and standards.
34 Iseur [Ix., Ipem B. Posymuu# inBecTop. Crpareris BapTiCHOTO iHBECTYBaHHS / TEp. 3 aHTIL.

O. KanpuoBa. Kuis, 2019. 544 c.

35 MixHapogHi cTaHzapTy ayguty ... . URL: https://mof.gov.ua/uk/mizhnarodni-standarti-auditu/

(date accessed: 11.01.2022).

36 3BsaruH C. A. PazBruTrie METOZOJOTUY U METOAUKY OYXTaaTePCKON 3KCIePTUSHL : JUC. ... J-pa

9KOH. HayK. Boponex, 2009. 381 c.

147


https://doi.org/10.32353/khrife.1.2022.09

Theory and Practice of Forensic Science and Criminalistics. Issue 1 (26)

ISSN 1993-0917

e-ISSN 2708-5171  https://khrife-journal.org/index.php/journal

on accounting rules and relationships,
based on the comparison of income and
expenses), we will add to the justification a
mandatory component for comparability
of accounting estimates with the interests
of users and the risks of future cash inflows
in conditions of uncertainty.

Principle of correspondence is
known both in the philosophical aspect
of scientific research and in quantum
physics, mathematics and economics. The
regulation of accounting at the legislative
level determines the principles of its
maintenance ensuring preparation of
financial statements. Such principles
include principles of full coverage,
autonomy, consistency, continuity,
accrual, precedence of the essence over
the form, a single monetary measure, etc.,
defined by IFRS, or NASPS depending on
which of these standards the enterprise
applies .

An approach based on the statement
of financial performance (with emphasis
on profit measurement) is not only
an alternative to the cost approach in
the balance sheet, but contributes to
correcting the imperfect balance sheet.
The impact of accounting estimates on
reliability of reporting data indicates that
principle of materiality is also important
in construction of a theoretical platform
for performing forensic economic
examination. The lack of materiality (as the
value of the information) can affect validity
and expert conclusion and necessitates
taking into account all data affecting the
reporting (E.g., Fig. 2 on p. 149).

Application of accounting estimates is
the basic method of reflecting in accounting
and reporting of all transactions, so the
above findings confirm the need to add to

principles of economics the comparability

principle that will provide adequate
assessment for forensic examination
purposes.

The advantage of applying awider range
of principles grouped by organizational
stages of forensic expert research in
the economy (Fig. 2), is procedure
integration according to research topic:

Conclusions

To basic principles of forensic economics
stipulated at legislative level, it is
proposed to add the principles of integrity,
comparability, compliance, feasibility,
materiality (at the stage of functional
examination measures) and effectiveness
(at the stage of drawing up and providing
forensic  expert conclusion). These
principles affect expert conclusion
formation and will facilitate preparation of
such conclusion taking into account user
requests to assess the financial enterprise
state and data about financial statements,
aswell as accounting tools, the main among
which are accounting estimates.

Certainly, the proposed structure
of principles of forensic economics is
not ideal and does not definitively solve
theoretical issues of performing such
examination but it can be used as a basis
for further scientific and methodological
research in this direction.

IIpuHIUIY CYZ0BOI €KOHOMIYHOL
€KCIIePTH3H K TeOpeTHYHE MiAIPYyHTS
ii npoBeieHHs
Boaodumup Ieankoe

Bascausicms docaidnceHHs NpUHYUNIG
€y0080i eKOHOMIYHOL eKCnepmusu 3ymos.ie-
HO mnompeboi0 iHmMepnpemysamu yio exo-

37 Ilpo byxranTepchkuii 00K Ta GpiHaHCOBY 3BiTHiCTD B VKpaiHi : 3akoH Vkpainu Biz 16.07.1999 p.
No 996-XIV (3i 3miH. Ta gomos.). URL: https://zakon.rada.gov.ua/laws/show/996-142find=1&-

text=%D0%BF%D1%80%D0%B8%D0%BD%D1%86%D0%B8%D0%BF#w1_1

18.01.2022).

(date accessed:
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Defined by Art. 3 of the Law of Ukraine:

Proposed for standardization

&

On Judicial Examination

Legitimacy

Legitimacy
A
Organizational ones

h 4

M

{ Independence J /[ Virtue }\7
L Comparability 1
b e y)
! RIS
form N Conformity |+
L 7
[ Expediency Jd-——
[ Objectivity } -
—»
[ Completeness J Significance J -
.
\ Functional ones /
— Effectiveness
Resulting ones

Fig. 2. Classification of principles of forensic
economics (emphasis added, proposed by author)

HOMIKO-Npasosy Kamezopito 8 3akoH00asuo-
MY NOAL MA BUSHAYUMIU CUCTMEMOMEopHULl
YUHHUK 049  8upobAeHHS — HOpMAmMue-
HO-CMAaHO0apmu308anozo nidxody 0o memo-
dono2ii maxoi excnepmua3u.

Zocmosipricme  pe3yavmamis  cydo-
80-eKOHOMIYHOL  eKCnepmusy  3d/exiumnb,
30kpema, 610 pieHs po3pobaernocmi ii meope-

149

muuHux 3acad. Mema uiei pobomu — cgpop-
MYAI08AMU NPUHLUNL CYO0801 eKOHOMIYHOL
excnepmu3il, IKi MAarme eUpIULAIbHE 3HA-
ueHHs nid 4ac ckaadanHts 8UCHOBKY eKkcnepma
(¥ pasi 3’acy8anHs peanbHo20 CMary QiHaHco-
801 36IMMHOCMI NIONPUEMCMEBA, 5IKe Nepesips-

cmamu  npeomemom  cy0o8020 po32asdy).
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IIpoananizoeano mnpunyunu cydosoi
eKOHOMIYHOL ekcnepmu3su i obspyHmo-
8aHO HeobXiOHicMb po3pobumu 2any3esi
NpUHYUnU maxoi excnepmu3u. BusHaue-
HO, WO 3azanvHi npunyunu cydosoi exc-
nepmusu  (3aKOHHOCMI, He3ANeHHOCTI,
06’ ckmuerocmi il nogHomi 00CALOHCEHHS)
nompebyioms 100aAbUL020 PO3BUMKY 34
MpbLOMA HANPAMAMU: 2A1)3€8UM, OpeaHi-
3ayitino-memodudHuMm i 8idnosidHo do 3a-
numie Kopucnygauis.

Zocaidncenns cneyudiki UKOHAHHA
€y0080-eKOHOMINHOL excnepmusu (3 ypa-
XYBAHHAM 3ANUmMie KOpUCMY8auis 1,000
OUIHKU (PIHAMC08020 CTIAHY NIONPUEMCTEA
il daHux ¢inarncosoi 36imHocmi) ceiduumeo
npo HeobxidHicmb epaxogysami nid uac
i1 nposedenHs 0041K08L THCMPYMeEHMUL, OC-
HOBHULL MOMINC AKUX — 0041K08L OUIHKL.
Cmandapmu3sauia obaiky nid uac ckaa-
Janus ¢pinamcosoi 3gimHocmi daaa 3mo-
2y BUOKpeMUMU NMPUHYUNL, WO BNAUBA-
10Mb Ha POpMYBAHHS BUCHOBKY eKcnepmd,
a came: OdobpouecHocmi, CNiBCMABHOCMI,
8i0nogidnocmi, JOUiAbHOCTL, CYMMEBOCHLL
(Ha emani ¢yHkuiiiHux 3axo0dié nposedeH-
HS eKcnepmu3du) i pe3yavmamuerocmi (Ha
emani CkAA0aHHA MA HAOAHHSA BUCHOBKY
excnepma).

Katouoei caosa: cydosa ekoHOMIYHA eKc-
nepmu3da; NpuHyun; 3aKOHHICMb;, 0041K081
oyinku; ¢inancosa 38imuicme; Oyxearmep-
CcoKuil 06iK.

IIpuHOMIIBI CyZe0HOI IKOHOMUYIECKOMH
SKCIepPTHU3bI KaK TeOpeTUIecKasi OCHOBA
€€ npoBeieHUs
Baadumup Heankos

BajycHocmov  uccnedoganus — NpuHyuU-
108 Cy0eOHOU IKOHOMUUECKOU JKCepmu-
3vl  npedonpedenena  He0b6X00UMOCTILIO
UHMepnpemupogams 3my 3IKOHOMUKO-Npa-
808Y10 KAMe20puio 8 3aKOH00ANeAbHOM 10/1e
u onpedeaumsv cucmemoobpasyiowuil ¢ak-
mop 041 8vlpabomkiL HOPMATUBHO-CTNAH-

Japmu3uposannozo nodxoda K memoodono-
2ul Maxoil IKCnepmu3ol.

JZlocmogepHocmy  pe3yavmamos  cyde6b-
HO-9KOHOMUH1ECKOTL IKCNepmusvl 3a8ucum,
8 ©ACMHOCMU, OMm YpoeHs paspaboman-
Hocmu e€ meopemuueckux npunyunos. Leawv
amoil pabomul — copMyauposams NpPuH-
yunst cy0eOHOL IKOHOMUHECKOLL IKCTepmiL-
3bl, UMelUjle peulaiollee 3HaYeHUe Npu co-
cmaeeHul 3aKAI0UeHUs IKkcnepma (8 caydae
YCMAHOBAEHUS peanbH0e0 COCOAHUL Qu-
HAHCOBOLL OMUEMHOCMU NposepsieMozo nped-
npuamus U e€¢ 0oCmogepHOCMU, KOmopas
agA5emcst uAu 6ydem s18A1MubC NpeOMenom
cy0ebH020 paccmompeHus,).

IIpoananusuposanvl NpuHyunvl cyodeb-
HOIL IKOHOMUHECKOU IKcnepmusul U 0060c-
HosaHa  Heobxodumocmv  paspabomamo
ompacnesvle NPUHYUNBL MAKOIL IKCnepmu-
3vl. Onpedeneno, umo obujue NPUHYUNLL
cy0ebHOIL IKCcnepmu3vl (3aKOHHOCMU, He3d-
BUCUMOCTIU, 00BEKMUBHOCMU U TOAHOMUbL
uccnedosanus) Hyxcoaromes 8 danvHeilulem
PA3BUMUL N0 MPEM HANPABACHUAM: OMpac-
/1e60MY, Op2aHU3AYUOHHO-Memodu1eckomy
UL 8 COOMEEMCMBUL C 3ANPOCAMU 104b308A-
meneil.

Hccnedosanue cneyuduku 8ulnoaHe-
HUs Cy0eOHO-IKOHOMUUECKOT IKCTIepmu3bl
(¢ yueémom 3anpocos mnoav3osameneil mno
oyeHKe (QUHAHCOB020 COCTNOAHUA npednpu-
Amus U 0AHHBLX PUHANHCO80TL OMUEMHOCTLL)
1n0Ka3ano HeobXo0UMOCTb YHUMbLEAMb NPU
e€ nposedeHUU YuemHble UHCMPYMeHMbL, 0C-
HOBHOIL Cpedu KOMOpbLX — YUeMmHble OUEHKL.
Cmawndapmusayus yueéma npu cocmase-
HUU (QUHAHCO80IL OMUEMHOCMU NO3680AULA
8bl10eAUmMb NPUHLUNDL, BAUAIOWUe HA Pop-
MUPOBAHUE 3AKAI0UEHUs IKCNepma, a UMEH-
HO:  NOpA0OYHOCMU,  CONOCMABUMOCTL,
coomeemcmeust, 1eaeco0bpasHocmu, cyuje-
cmeenHocmu (Ha amane QYHKUUOHANLHBLX
Meponpuamuil npogedeHus IKCTePMU3DLL)
U pesyrvmamusHocmu (Ha smane cocmas-
fNeHus U npedocmasaeHua 3aKAI0UeHUs IKC-
nepma,).
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