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MODERNISATION OF ACCOUNTING PRACTICES
TO REDUCE FINANCIAL RISKS
IN THE CONSTRUCTION INDUSTRY

The financial stability and long-term sustainability of construction
enterprises significantly depend on the effectiveness of their accounting
and analytical systems. Given the complexity and capital intensity of
the construction industry, enterprises are exposed to a wide range of
financial risks, including cost overruns, inefficient resource allocation,
non-compliance with tax and regulatory requirements, and inaccuracies
in financial reporting. Therefore, the development and improvement of
accounting and analytical support mechanisms play a critical role in
mitigating these risks and ensuring sound financial management.

This study examines the existing challenges in the accounting and
financial analysis of construction enterprises and explores methods for
strengthening financial control mechanisms. A particular focus is placed
on the integration of advanced audit methodologies, risk-oriented financial
management approaches, and digital technologies to enhance the accuracy
and reliability of financial data. The research identifies key risk areas such
as the misallocation of financial resources, ineffective budgeting processes,
and weaknesses in internal control systems. It also discusses the role of
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financial audits in detecting irregularities, preventing fraud, and optimizing
financial decision-making.

The paper proposes a structured framework for assessing financial
risks based on modern audit tools and data-driven analysis techniques. The
implementation of these measures can help enterprises not only identify
potential financial threats in a timely manner but also develop strategies
to enhance financial transparency and efficiency. Strengthening financial
control mechanisms and refining accounting processes will ultimately
contribute to the overall stability and competitiveness of construction
enterprises in a rapidly evolving economic environment.

Keywords: financial audit, construction enterprises, financial risk
management, internal control system, accounting system, cost control,
financial stability.

Introduction

A financial audit is an endeavour focused on evaluating and regulating the
financial status of corporations. Financial audits evaluate the precision of financial
statements and accounting records, with numerous organisations performing audits
to detect operational risks.

An audit of an organization’s financial performance particularly that of a
construction firm is performed to verify the accuracy of the financial statements
in all significant aspects.

Specifically, within the construction sector, companies must enhance
oversight of construction material usage and the remuneration process for
personnel engaged in construction and installation tasks, together with the accurate
representation of these expenses in financial records.

The primary objective of auditing the financial results of construction firms
is to ascertain the conformity of income generated from construction contracts
and associated expenses with industry regulations and accounting legislation,
which must be considered when formulating a comprehensive audit plan and
program [1, p.105].

To accomplish the purpose, the auditor must:

Perform an initial assessment of the internal control system of the audited
business;

— Evaluate the dependability of the business entity’s internal control system;

— Evaluate audit risks;

— Formulate an audit plan and program.
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Materials and Methods

This study utilises an integrated research methodology, combining qualitative
and quantitative approaches, to thoroughly analyse the enhancement of accounting
and analytical systems in construction firms aimed at mitigating financial risks.
This study comprises financial reports, audit data, industry laws, and scholarly
literature. The materials were obtained from credible databases and publications
to guarantee the reliability and pertinence of the content. This study employed the
following materials and methods: data collecting, data analysis, methodological
rigour, and ethical considerations.

Results and Discussion

The audit commences with an examination of the organization’s financial and
economic activities, an analysis of the accounting policy governing the accounting
procedures, and an evaluation of the internal control system. The auditor gathers
comprehensive information regarding the audited entity, assesses its position
within the regional construction market, and examines its organizational structure
and economic relationships [2].

During the planning phase, the auditor must conduct an initial evaluation of
the enterprise’s accounting and internal control systems. The auditor must execute
testing procedures for this objective.

Figure 1 illustrates the framework of test questions utilised during the planning
phase of the financial results audit for construction firms.

— Planning stage of the financial results audit

Test "Checking the financial and economic activity of the enterprise”

.| Test "Assessment of the efficiency of the organisation of the internal
control system of an enterprise"

Test "Examination of the state of the accounting system of financial
results"

v

Figure 1 — Diagram of test enquiries during the planning phase
of the financial results audit

The implementation of a testing system in auditing enables the auditor to
conserve time in locating and organising background material, as well as in
delineating the subject of investigation.
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— analyse the critical aspects of the subject under scrutiny that significantly
influence the decision-making process about the selection of inspection areas and
promptly identify the primary issues;

— equitably allocate analytical responsibilities among the members of the
audit team [3].

Table-1 — examines a modified version of the questionnaire for the initial evalu-

ation of the financial and economic activities of LLP.

Ne Question Answer choice Assessm
ent
(score)

1 2 3 4

1 | What is the extent to which | Works are performed on time in 10
the enterprise fulfils its | accordance with contractual obligations
contractual obligations to | There are certain difficulties in carrying 20
customers and investors? out the work

Works are performed in breach of 7
contractual obligations

2 | What is the provision of | More than 95 per cent 11
works  with  approved | 95-85% 15
design  and  estimate | Less than 85% 11
documentation?

3 | What is the degree of | Works are performed on time in 15
fulfilment of contractual | accordance with contractual obligations
obligations by | There are certain difficulties in carrying 17
subcontracting out the work
organisations? The work cannot be carried out for any 5

reason

4 | What 1s the degree of | More than 80 per cent 11
utilisation of production | 80-50% 15
capacity? Less than 50 per cent 11

5 | What is the system of | High level 17
technical quality control of | Average level of control 12
construction and | Low level of control 8
installation works?

A score of 5-7 indicates a modest level of audit risk; 7—10 signifies a medium
level; and 10—15 denotes a high one.

An internal control system comprises the policies and procedures implemented
by an entity’s management to ensure the efficient and effective operation of
the business. This includes strict compliance with management policies, asset
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protection, fraud and error prevention and detection, accuracy and completeness of
accounting records, and the prompt preparation of reliable financial information [1].

A system is deemed effective if it delivers prompt alerts and detects erroneous
information.

The evaluation of the internal control system enables the identification
of requisite audit methods and the potential type of anomalies, as well as the
formulation of an opinion regarding the trustworthiness of information related to
the organisation and maintenance of the audited entity’s accounting [2].

The preliminary examination of the internal control system relies on the
survey results from the test.

What is the organisational structure of the enterprise? Is there a distinct
division of responsibilities? Is there a separation between management and asset
accounting tasks, as well as between business and accounting operations?

A evaluation of the efficacy of human resources policy may determine if
emphasis is placed on staff development. Failure to do so will result in diminished
efficacy of the internal control system.

The accounting department implements internal control over business
transactions.

The accounting department contains the documents that regulate the
generation and maintenance of records. Are they prepared in compliance with legal
stipulations, consecutively numbered, and issued at the time of or immediately
following the transaction?

Does the firm utilise an automated accounting system with the «1C Accounting
8.3» software?

What precautions have been used to secure assets and accounting data, such
as backup copies and safeguarding of computer programs?

In accordance with the accounting policy, is the oversight of income, expenses,
and financial outcomes at the firm assigned to the chief accountant?

8) Which officials possess management authority to examine the company’s
financial papers and registers containing trade secret information?

Consequently, the initial study, conducted using observation and survey
methods, enables an evaluation of the extent of attention given to internal control
concerns within the organisation.

The audit firm conducts a risk assessment of the internal control system while
formulating the comprehensive plan and program for auditing the accounting of
financial results [3].

Figure 1 illustrates the primary elements of audit risk. Quantifying specific
numerical values of dangers proves challenging; hence, verbal assessments are
frequently employed in practice: high, low, medium [4].

10
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An inverse relationship exists between audit risk and materiality: as
materiality increases, audit risk decreases, and conversely, as materiality decreases,
audit risk increases [5].

The materiality level refers to the threshold of mistake in financial statements
beyond which a qualified user is unlikely to derive accurate conclusions or make
sound economic decisions based on the information provided[6].

The risk assessment informs the strategy for subsequent audits. If the auditor
evaluates the control risk as low, they choose to rely on the internal control system,
resulting in a relatively high non-detection risk. In this instance, significant
emphasis will be placed on validating the dependability of the evaluation of the
internal control system by performing tests on control points. This concurrently
diminishes the quantity of substantive audit procedures, since the permissible risk
of non-detection is established at a comparatively elevated level. If the auditor
determines not to depend on the internal control system (evaluates the control risk
as elevated), then control tests will be omitted, and emphasis will be placed on
substantive audit procedures. This seems to be the predominant choice currently [7].

Figure 2 — Categories of audit risk and their importance
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An inverse correlation exists between audit risk and materiality: as materiality
increases, audit risk diminishes, and conversely, as materiality decreases, audit
risk escalates.

The materiality level denotes the threshold of mistake in financial statements,
beyond which a competent user is unlikely to derive accurate inferences and make
sound economic judgements based on them [8].

The subsequent phase of the audit concerning the financial results is the
formulation of the comprehensive audit strategy and program [9].

The comprehensive audit plan delineates the proposed scope and execution
of the audit. Table 2 It must be adequately specified to direct the formulation of
the audit program.

Table 2 — Audit strategy for the examination of financial performance accounting

Audited organisation "Narme organisation" LLP
Audit period From 01.02.2025 to 28.02.2025.
Number of man-hours 40
Audit team leader Kozhakhmetova A.A.
Planned audit risk 4%
Planned materiality level
Ne Planned activities Holding period Performer
1. Checking the correctness of formation 01.02.2025-
financial result from main production 10.02.2025
activities
2. | Verification of the correctness of formation 11.02.2025-
of the financial result from other income 19.02.2025
and expenses
3. | Verification of profit distribution 20.02.2025-
28.02.2025

The audit program specifies the nature, timeliness, and scope of the processes
required to execute the comprehensive audit plan. While formulating the audit
program, attention is directed towards the evaluations of inherent risk and control
risk, the scheduling of control tests and substantive testing methods, and the
coordination of any support required from the auditee [10].

Conclusions

Consequently, a financial audit assesses the organization’s financial status,
identifies risks, and detects flaws in financial operations and accounting practices.
A financial audit enables the evaluation of an enterprise’s financial stability and
liquidity. A financial audit in construction comprises a series of financial and
technical oversight methods designed to safeguard the financial interests of the

12
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investor, creditor, or client involved in a building project. Essentially, it is a
construction audit to evaluate the economic characteristics of building.
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K¥PbLIIBIC CAJTACBIHIAFBI KAPXKBIJIBIK TOYEKEJIJIEP/II
A3AHUTY YIITH BYXTAJITEPJIIK ECEIl TOXKIPUBECIH
KAHI'BIPTY

Kypuinvic komnanusnapwinsly Kapoculiblk MypaKmuoliblebl MeH
Y3aK Mep3iMOi MYpaKmulivlebl KeOiHece onapobly OYyXeanimepaix JcoHe
AHATUMUKALBIK JCYlienepiniy muimoinicine baunansvicmol. Kypulavic
UHOYCMPUSACBLIHBIY KypOeninici MeH Kanumain cblublMObLIbIebIH ecKepe
OMbIPLIN, KICINOPLIHOAP KAPIUCHLILIK mayeKendepliy Key ayKblMblHA
Yubipaiiovl, OHbIY [WiHOe WbI2bIHOAPObIY ACbIN Kemyi, pecypcmapobiy
muimcis O6IHYI, CAbIK HCIHE HOPMAMUBIMIK MATANMAPObIY CAKMATMAYbL,
Kapacolivlk ecen bepyoeai 02cizoikmep. Conovikman oyxearmepiix ecen
NeH AHATUMUKALBIK KOLO0AY MemiKmepin OaMblmy JHCaHe dHcemindipy
ocbl mayekendepoi azaumyoda JHcoHe YmuiMObl KaApAHCHIIbIK OACKaApyObl
KamMmamacwls emyoe Manbi30bl pojl amKapaobl.

Byn sepmmey gypbviavic kacinopuinoapbinbly Oyxearmepiix ecedi meH
KapotculablK manodysl caiacvlHoagsl bap npobiemanapovl 3epmmetioi,
COHBIMEH Kamap KapicbliblK O0AKblIAYy MeXaHu3MOepin Kyuietumy
a0icmepin 3epmmenioi. Ayoummiy 03blK 20icmeMmenepit, KapiucoliblK
MeHeOHcMeHmmiy mayexenzce He2iz0eneeH MaCilOepiH HCIHE KAPIHCHIIbIK
OepexmepOiy 0210ici MeH CeHIMOInieiH apmmblpy YuliH yuppvix
mexHono2uAnapovl OIpikmipyee epekute HA3ap ayoapsliadvl. 3epmme)y
KAPIHCHLIBIK, pecypcmapobl Hawap 6oy, muimciz 6ro0dxcemmey npoyecmepi

14
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JHcoHe [WKI bakviaay scylienepinoei aCi30iK CUAKmMbl Hezizel mayexe
atimaxkmapuii anbikmatiovl. CoHOati-ax Y3y ubliblkmapobl AHbIKMAy0aesl,
AnasAKMuIKMbIH Al10bIH ALYOA&bL HCIHE KAPIHCHLIBIK euimoepoi Kabvlioay
npoyecin OHMAIAHOBIPY0adbl KAPAHCHLILIK AYOUMMIK POl MAIKbLIAHAObL.

Maxkanaoa 3amanayu ayoum Kypandapsl meH Oepekmepdi maioay
a0icmepine Hezciz0enzeH KAPIHCLLIbIK MmayeKeidepdi bazanayovly
KYPuLIbIMObIK dicytieci yeulHbliaobl. Byn wapanrapowvl scyszeze acvlpy
KaCIinopulHoapea aneyemmi Kapiicolivblk Kayinmepoi dicedesl aHbIKmayzad
2aHa emec, COHbIMEH KAMap KAPHCHLIbIK AUILIKIGIK NeH MUiMOLLIKmi
apmmulpy cmpameusnapuit a3ipaeyze komekmecedi. Kapoicwvinvix baxviiay
memikmepin Kyuemy Jcate Oyxeanmepaik ecen npoyecmepin scemindipy,
caubin Keneenoe, mes 032epemin IKOHOMUKATLIK JHCa20anoa KypblabiC
KaCINOPbIHOAPBIHBIH HCANbL MYPAKMBLIbIZbL MEH baceKe2e KaOiiemminicin
apmmulpyea blknai emeoi.

Kinmmi ce3dep: Kapoicvinvlk ayoum, KYpoliblc KOMRAHUALADYL,
Kapa#culivlK mayekenoepdi backapy, iwki 6axvliay scytieci, byxeanrmepuix
ecen Jcyuieci, Wbl2biHOapobl OAKLLIAY, KAPICHLIbIK, MYPAKMBLIbIK.
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MOJEPHU3ALINA NPAKTUKHU BYXTAJITEPCKOI'O YYETA
JJI CHUKEHUA PUHAHCOBBIX PUCKOB
B CTPOUTEJBbHOMN OTPACJIA

Qunancosas cmadbuibHOCMb U 00J20CPOUHAS YCIMOUYUBOCTD
CMPOUMENbHBIX NPEONPUAMULL 8 3HAYUMENbHOU CIENeHU 3a8UCU OM
agpghexmusnocmu ux yuemuo-aHaIumu4eckux cucmem. Yuumuoleas
CILOJHCHOCHIL U KANUMATI0EMKOCHb CIPOUMENbHOU OMpaciu, npeonpusmus
noogepHcenbl WUPOKOMY CHEKMPY PUHAHCOBBIX PUCKOE, BKAIOUAS
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nepepacxoo cpeocms, Hedphexmusrnoe pacnpeoeienue pecypcos,
Hecobo0enue HA0206bIX U HOPMAMUBHBIX MPeDOBAHUL, HEMOYHOCTHUL 8
Gunancosoii omuemnocmu. Iosmomy pazgumue u cogepuiencmeosanue
MEXAHUZMOB YHEeMHO-AHATUMUYECKO20 0DeCheyenUs uzpaem GadxiCHetiuLyio
POIb 8 CHUMNCEHUU IMUX PUCKOE U 0Oecnedenul payuoHaibHO20
VIPAasAeHUs PUHAHCAMU.

B O0annom uccredoganuu paccmampugaiomcs cyujecmeyoumue
npobnemvl 6 obracmu Oyxeanmepckozo yuema u (PUHAHCO8020 aHATU3A
CMPOUMENbHbIX NPEeONnPUSIMUL, A MAKICE UZYYAIOMCL MemoObl
VKpenieHus Mexanusmos unancogozo koumpoas. Ocoboe sHumanue
yoeasemcs unmezpayuu nepedosuvlx Memoooio2ull ayouma, puck-
OPUEHMUPOBAHHBIX NOOX0008 K YNPABGLEHUIO uHAHCAMU U YUPDPOBLIX
MeXHON02ULl OISl NOBLIUEHUSL MOYHOCMU, U HAOEHCHOCIMU (PUHAHCOBbIX
Oannvix. Hccnedosanue evisigiisiem makue KI0Yegble 30Hbl PUCKA, KAK
HepayuoHaIbHOe pacnpedeeue UHaHcogulx pecypcos, HedghpexmueHvie
npoyeccyl 0100AHCeMUPOBaAnUst U HEOOCMAMKU 8 CUCTNEMAX GHYMPEHHE20
koumpoas. Taxoce paccmampueaemcs poiv GuUHAHCO8020 ayouma
6 BbIAGLEHUU HAPYUWEHU, NPedOmMEPAUeHUU MOUWEHHULeCEd U
ONMUMUZAYUL NPOYECCa NPUHSIMUS PUHAHCOBBIX PEUUeHUI.

B cmamuve npednazaemcs cmpyKmypupo8anHas CUcCmemd OYeHKU
PUHAHCOBBIX PUCKOB, OCHOBAHHAS HA COBPEMEHHBIX UHCMPYMEHMAax
ayouma u Memooax anaiuza OanHlx. Peanuzayus smux mep nomooicem
NpeOnpusIMusAM He MOIbKO C80E8PEMEHHO GbIAGIAMb NOMEHYUATbHbIE
Gunancosvie yeposvl, HO U pazpabamvieams cmpameuu NOSbIULEHUS
hunancogoil npospaunocmu u dhpexmuenocmu Yxkpenienue MexaHuzmos
Qunancoso2o KOHMPONSL U COBEPUIEHCTNBOBAHUE YUEMHbIX NPOYECCO8
6 KOHeUHOM umoze 6ydem Cnoco6cmeogams NOGbLULEHUIO 0Owell
CMAbUILHOCMU U KOHKYPEHMOCHOCOOHOCIU CIPOUMENTbHBIX NPEONPUSIULL
8 DLICMPO MEHATOWEUCSl IKOHOMUYECKOU cpele.

Knouesvle cnosa: ounancosulii ayoum, cmpoumenvvie npeonpusimus,
ynpasneHue GUHAHCOBLIMU PUCKAMU, CUCEMA GHYTMPEHHE20 KOHMPOJIS,
cucmema OyxeaimepcKozo yyema, KOHMPOIb 3ampam, QurHancosas
cmaburbHoCmo.
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