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 Abstract 

The article considers the need for the formation of corporate accounting and reporting, caused by 

the orientation of corporations to create a long-term strategic competitive advantage. New options for 

accounting for transaction costs associated with the entrepreneurial activities of corporate-type 

organizations have been introduced. Justification of the importance of disclosing information on 

transaction costs in reporting.  
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1. Introduction  

 A new concept of corporate reporting 

and its influence on the adoption of cardinal 

corporate governance decisions are considered, 

qualitative characteristics and elements of the 

formation of corporate reporting that make it 

useful for investors and creditors are identified, 

and economic trends that affect the process of 

formation of financial statements of Russian 

corporations are disclosed. Reliability, 

timeliness of financial information are the basis 

for increasing the efficiency of corporate 

management. Russian accounting systems do not 

fully meet the functions that top managers, 

investors and creditors need to make effective 

decisions. An unresolved problem is also the 

reporting format, convenient and useful for all 

its users. In this regard, a new concept of 

corporate reporting should contribute to the 

solution of these problems. 

 

In accordance with this concept, corporate 

reporting is a system of indicators reflecting the 

activities of a corporation for a certain period. It 
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is a tool for monitoring and control by owners, 

investors and other users of the work of the 

corporation. The system of indicators is 

determined based on their interests, which may 

be different. We define the following qualitative 

characteristics of corporate reporting that make 

financial information useful to most investors, 

creditors and other users. First of all, we should 

talk about the classical principle of the relevance 

of information. Financial information is relevant 

when investors and creditors make various 

decisions and this information helps to evaluate 

the past, present and future events of the 

company, predict the parameters of future 

activities, and adjust expected actions. 

Relevance includes the concepts of predictable 

cost, feedback, and timeliness. Information is 

relevant when it contributes to the adoption of 

various decisions. 

An important role is played by the 

timeliness of reporting data. Timeliness means 

providing financial information to decision 

makers when they need such information and 

until the information has lost its ability to 

influence those decisions. It should be stated 

that, historically, financial reporting has not 
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Dildora Khaydarova/Indo-Asian Journal of Multidisciplinary Research (IAJMR), 8(2): 2529 – 2537                          2530 

© 2022 Published by JPS Scientific Publications Ltd. All Rights Reserved  

provided timely, relevant information for 

investors and creditors to make an investment 

decision. Therefore, in order to improve the 

timeliness of financial information, interactive, 

real-time electronic financial reports generated 

using Commercial Reporting Language (XBRL) 

have been proposed. Equally important is the 

reliability of the information. Financial 

information is reliable when investors and 

lenders use it to reflect economic conditions or 

events. Reliability is a measure of the 

truthfulness and objectivity of corporate reports 

and assures users that the information is accurate 

and useful. 

2. Analysis and Results 

The main value of any information is its 

reliability and truthfulness. Data is reliable if 

users, using various approaches, come to a 

common conclusion about specific reporting 

indicators. Truthfulness means that the data 

presented in the reporting correspond to reality. 

In addition to the above principles for the 

formation of corporate reporting information, its 

neutrality, comparability, materiality and 

transparency are important. High quality 

financial information must be neutral in the 

sense that it must be free from bias, and 

company management should choose accounting 

methods that correspond to economic reality 

when choosing accounting methods. 

Corporate reporting, more than any other, 

requires uniform standards for measuring, 

defining and disclosing information. The 

information provided is considered useful for 

decision making if investors and creditors can 

compare this information with similar 

information about other companies or 

information of the same company for a different 

time period. Comparability of information 

increases the use value of information and the 

relevance of corporate reporting (Baxodirovna, 

2017). The amounts reported and disclosed in 

the financial statements should be material if 

they affect decision makers. Materiality affects 

the quality, integrity and reliability of corporate 

reporting (Abdusalomova, 2019). 

High quality financial information should 

be transparent in the sense that it provides full 

disclosure of transactions, financial conditions 

and performance of the company. Transparency 

allows investors and lenders and other users to 

get the right information and make sure that it is 

not only factual but also objective. The more 

transparent the corporate reporting process, the 

easier it is to obtain and evaluate the nature and 

quality of corporate reports (Bakhodirovna, 

2019). 

Formation of the Russian corporate 

reporting reliable and free from wrong 

judgments can be, in our opinion, only with a 

well-balanced system of functioning of corporate 

governance. The system includes six groups: a 

board of directors, an audit committee, a team of 

top managers (senior management), internal 

auditors, external auditors, and regulators, 

including the Federal Securities Commission, 

the Institute of Professional Accountants, and the 

stock exchange. These groups form the basis of 

corporate governance and reliable financial 

reporting. Well-established relationships 

between the above groups should reduce the 

likelihood of reporting fraud. Thus, in our 

opinion, the team of top managers, the board of 

directors and the audit committee should be 

responsible for the truthfulness, reliability and 

neutrality of information. In addition, the audit 

committee should interact with the external 

auditors on the quality of the financial 

statements. It seems that the process of 

generating high quality corporate reporting 

should be improved as follows: 

• The board of directors should recognize 

the priority and primacy of financial 

accounting and reporting for 

shareholders. 

• The auditor should look at the board of 

directors as a client. 

• The board of directors and its audit 

committee have the right to expect, and 

the auditor must provide a description of 

the actual state of the company's 

corporate reporting. 

Thus, the active interaction of the board of 

directors, the audit committee, the team of top 
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managers, internal and external auditors and 

regulators will be conducive to improving the 

quality of corporate reporting. Corporations 

whose shares are listed on a stock exchange 

under IFRS are required to publish the following 

reports: 

• Report on financial condition (balance 

sheet) 

• Gains and losses report 

• Cash flow statement. 

In addition, a report on changes in equity, 

an appendix to corporate reporting, an auditor's 

report, a comparable condensed report for 5 

years on key financial indicators, results of 

discussion and analysis of activities by the top 

managers of the corporation, analysis of share 

prices, as well as other financial and non-

financial information. 

Users of information can obtain corporate 

reporting in the form of a certified copy from the 

company itself or from the Federal Securities 

Commission, as well as electronically via the 

Internet. Of interest is such a system for 

presenting corporate reporting information used 

in the United States under the name EDGAR. 

This is a system for collecting, reconciling, 

indexing and obtaining financial information that 

is mandatory for corporations. The main purpose 

of this system is to increase the reliability and 

efficiency of the capital market in order to 

increase investor returns in corporations. It is 

carried out through the process of collecting 

information through agencies that receive, 

distribute and analyze corporate reporting. 

Let's turn to the practice of the United 

States. When forming corporate reporting, the 

main circumstance is always the reflection of 

favorable financial results, showing the 

successful operation of the corporation. Where 

corporations experience unfavorable financial 

results, they may choose one of the following 

alternatives: 

• Present unfavorable financial results in 

accordance with generally accepted 

accounting principles, i.e. tell the truth. 

• Violate generally accepted accounting 

principles in order to present more 

favorable financial results, i.e. to be 

cunning. 

• Engage in fraudulent financial 

transactions in order to embellish 

financial results, i.e. lie. 

Choosing the first option casts doubt on 

the financial and economic legitimacy of the 

firm's actions and may result in less favorable 

access to financial resources. The choice of the 

second option causes the corporation to risk its 

corporate reporting strategy to deviate from 

generally accepted accounting principles in order 

to present more favorable financial results. The 

corporation may obtain a modified auditor's 

report, which may reduce the corporation's 

access to the financial resources it needs to 

survive. This has been proven by empirical 

studies (Panzhenskaya, 2006). 

The third option of the alternative 

predetermines the entry of the corporation into 

fraudulent transactions in order to reflect 

favorable financial results. In this case, the 

corporation deliberately performs illegal actions 

in order to divert users of financial information 

from the actual representation of affairs in the 

corporation. Sometimes this fraud is hidden from 

the auditors, therefore, the reporting is presented 

in a distorted form. Thus, it is not difficult to 

conclude that the lack of sound corporate 

governance is seen as an important factor 

contributing to corporate reporting fraud. 

Some American economists, such as 

Professor Sh. Sander, consider a corporation as a 

set of contractual relations with a wide range of 

participants, including shareholders, creditors, 

sellers, buyers, employees, government 

organizations and auditors (Suvorova, 2006). 

However, let me disagree with Prof. Sh. Sander, 

because he gives a homogeneous analysis of the 

corporation as a set of contracts, without taking 

into account corporate governance. The parties 

to the contract pursue their goals and continue 

their contractual relationship with the 

corporation as long as there are certain goals or a 

common interest. For example, shareholders and 

creditors invest in a corporation and demand an 

expected percentage of return on their 
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investment. Sellers provide buyers with goods, 

services, equipment and materials in exchange 

for payments. Buyers pay cash for goods and 

services received. Employees provide labour, 

skills and services and expect to be compensated 

for their efforts. Society as a whole and the 

government create an environment in which 

corporations perform their public functions and 

meet their tax obligations. Contractors expect an 

incentive to continue their relationship with the 

corporation. Corporations, in turn, must 

constantly improve in order to satisfy the parties 

to the contracts, or contractors may impose 

restrictions, sanctions and eventually suspend 

their contracts, which will be detrimental to the 

survival of the corporation. 

At the same time, corporate governance is 

responsible for collecting, managing, 

strengthening, modifying, monitoring and 

maintaining the corporation's contractual set. 

Contractors have a variety of incentives. 

Corporate management should develop a system 

of checks that will allow: accurately measure the 

contribution of participants; correctly determine 

the amount of incentives; adequately manage the 

fair distribution of incentives; consider the 

requirements and conditions of contractual 

relationships between all agents; disclose 

reliable, relevant and useful financial 

information to enable participants to make the 

right decisions. Thus, one of the main 

responsibilities of corporate governance is the 

ability to present corporate reports to all 

participants, especially investors and creditors. 

Corporations, through the acquisition of 

capital from investors and creditors who are far 

from the operations of the corporation, impose 

new requirements on corporate governance. A 

set of standards is issued to corporations to 

provide assurance that corporate governance 

protects investors and creditors, i.e., investment 

interests. Applied accounting standards fit into 

the management system, but at the same time 

limit its freedom of action in terms of measuring, 

defining and disclosing events and transactions 

with agents of contractual relations. Efficient 

and active capital markets ensure that investors, 

both shareholders and bondholders, trust the 

corporate reporting process to provide them with 

useful, relevant, reliable information about the 

company's performance, cash flow, and outlook. 

The US capital market was characterized by the 

most long economic growth and prosperity 

during the 1990s. More than one third of the 

nation's wealth was invested in the capital 

markets, which together had a value of 15 

trillion dollars, more than 80 million investors 

expressed their confidence and confidence in 

these capital markets, considering them to be the 

most efficient and liquid in the world (Yurasova, 

2006). 

Lynn Turner, chief accountant of the 

Securities and Exchange Commission, believes 

that markets and their participants have gained 

investor confidence through the quality of 

information, and trust through vigilant and active 

corporate governance (Bamber and Stratton, 

1977). The corporate reporting system is a 

complex process that is influenced by various 

factors, including technological, political, 

cultural, economic and others. The main 

elements of the corporate reporting system are: 

a) companies; b) independent professional 

accountants; c) supervisory authorities. It is 

necessary to take into account the fact that top 

managers play an important role in the corporate 

reporting system. They are primarily responsible 

for the fair presentation of corporate reporting 

that meets established criteria, known as 

reporting standards. The veracity and quality of 

corporate reports affects the commitment and 

intentions of managers in the preparation and 

dissemination of reliable, relevant and useful 

information about the company's financial 

position, performance, cash flows. The board of 

directors and its audit committee oversee the 

corporate reporting process, even though the 

accounting department actually prepares the 

corporate reports. Important in this regard is the 

exercise by professional accountants of 

professional judgment regarding the financial 

condition, performance of the company and 

compliance with their accounting principles. 

Having analyzed the experience and 

practice of the Securities and Exchange 

Commission in our country and abroad, we 
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believe that it is necessary to develop a model of 

Russian corporate reporting in order to provide 

investors and creditors with useful, reliable, 

relevant, comparable, consistent and transparent 

information necessary for adoption right 

decisions. The management team, especially the 

chief accountant, is responsible for providing 

truthful corporate reporting. Annual reports of 

corporations prepared for the meeting of 

shareholders, in our opinion, should contain, in 

addition to the balance sheet, income statement, 

cash flow statement, the following information 

for the last three years: 

• A sample of quarterly reports 

• Results of activities for the last five years 

• Segment information 

• Analysis of the financial position and 

performance results 

• Quantitative and qualitative disclosures 

of information regarding the risks 

associated with the capital market 

• The market price of shares for each 

quarter for the last two years 

• Description of the company's activities. 

An important problem is the gap between 

the financial information presented in corporate 

reporting and the information needs of capital 

market participants. In recent years, comments 

and criticisms have been made regarding the 

widening gap between the information needs of 

investors and creditors and the information 

provided in corporate reporting. Thus, the 

American economists Anadarazhan, Kleinman 

and Palmon argue that there is an expected gap 

between the needs of users and the priorities of 

financial reporting (Anandarajan et al., 2000). In 

their opinion, users of financial statements, in 

particular investors and creditors, do not receive 

the information necessary for making economic 

decisions. Ana-darazhan sees three reasons: 

• Deficiencies in auditing and reporting 

standards 

• Lack of motivation to fully comply with 

these standards 

• Insufficient financial literacy of 

information users. 

These factors increase the gap in 

expectations between compilers and users of 

corporate reports. For example, accounting and 

auditing standards do not reflect a new direction 

in the use of electronic corporate reports, do not 

allow one to judge whether electronic reporting 

contains reliable and reliable information. Such 

an omission sets a precedent for a company's 

management to submit inaccurate corporate 

reports. 

As an important problem, it is necessary to 

single out the problem of income management, 

which Schieper characterizes as “targeted 

intrusion into the external process of corporate 

reporting in order to achieve a private goal” 

(Schipper, 1989). Prof. I'M IN. Sokolov believes 

that accounting is carried out by people for the 

sake of persons interested in it, and the subject 

of accounting is not “given”, but given to him by 

the interests of persons participating in economic 

processes (Usmonov, 2021). 

Top management teams can manipulate 

reported income using a wide range of technical 

tools such as changing accounting methods, 

accounting estimates, time period, income 

recognition method. A study by Price 

waterhouse Coopers found that current financial 

reporting models do not meet the needs of 

investors, as they incorrectly measure and 

recognize the value of intangible assets, paying 

much more attention to tangible ones 

(Anandarajan et al., 2000). We support 

Anadarazhan's opinion that the current financial 

models are more suitable for the manufacturing 

economy than for the digital economy, primarily 

because they are based on historical cost 

(Usmonov, 2020). 

From the foregoing, it follows that three 

important trends in the economy should be 

singled out, which significantly influenced the 

process of preparing financial statements. These 

include, firstly, the Internet, which has made the 

preparation and dissemination of information 

inexpensive. Secondly, globalization, which has 

had a significant impact on business around the 

world and created global competition. Thirdly, 

the concentration of power in large joint and 

pension funds with huge power over the top 

managers of corporations. 
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Analyzing the features of modern changes 

in the economy, it is not difficult to conclude 

that globalization and technological advances 

have changed the way corporations create 

shareholder value. The historical cost on which 

the corporate reporting process is based does not 

meet the needs of users of financial statements, 

especially investors and creditors. The current 

corporate reporting model is based on historical 

cost and focuses on tangible assets rather than 

intangible assets. They are important economic 

resources for many organizations and occupy an 

increasing share of all corporate assets. 

An important problem is the gap between 

the financial information presented in corporate 

reporting and the information needs of capital 

market participants. In recent years, comments 

and criticisms have been made regarding the 

widening gap between the information needs of 

investors and creditors and the information 

provided in corporate reporting. Thus, the 

American economists Anadarazhan, Kleinman 

and Palmon argue that there is an expected gap 

between the needs of users and the priorities of 

financial reporting (Anandarajan et al., 2000). In 

their opinion, users of financial statements, in 

particular investors and creditors, do not receive 

the information necessary for making economic 

decisions. Ana-darazhan sees three reasons: 

• Deficiencies in auditing and reporting 

standards 

• Lack of motivation to fully comply with 

these standards 

• Insufficient financial literacy of 

information users. 

These factors increase the gap in 

expectations between compilers and users of 

corporate reports. For example, accounting and 

auditing standards do not reflect a new direction 

in the use of electronic corporate reports, do not 

allow one to judge whether electronic reporting 

contains reliable and reliable information. Such 

an omission sets a precedent for a company's 

management to submit inaccurate corporate 

reports. As an important problem, it is necessary 

to single out the problem of income 

management, which Schieper characterizes as 

“targeted intrusion into the external process of 

corporate reporting in order to achieve a private 

goal” (Schipper, 1989). Prof. I'M IN. Sokolov 

believes that accounting is carried out by people 

for the sake of persons interested in it, and the 

subject of accounting is not “given”, but given to 

him by the interests of persons participating in 

economic processes (Usmonov, 2021). 

Top management teams can manipulate 

reported income using a wide range of technical 

tools such as changing accounting methods, 

accounting estimates, time period, income 

recognition method. A study by Price 

waterhouse Coopers found that current financial 

reporting models do not meet the needs of 

investors, as they incorrectly measure and 

recognize the value of intangible assets, paying 

much more attention to tangible ones 

(Anandarajan et al., 2000). We support 

Anadarazhan's opinion that the current financial 

models are more suitable for the manufacturing 

economy than for the digital economy, primarily 

because they are based on historical cost 

(Usmonov, 2020). 

From the foregoing, it follows that three 

important trends in the economy should be 

singled out, which significantly influenced the 

process of preparing financial statements. These 

include, firstly, the Internet, which has made the 

preparation and dissemination of information 

inexpensive. Secondly, globalization, which has 

had a significant impact on business around the 

world and created global competition. Thirdly, 

the concentration of power in large joint and 

pension funds with huge power over the top 

managers of corporations. 

Analyzing the features of modern changes 

in the economy, it is not difficult to conclude 

that globalization and technological advances 

have changed the way corporations create 

shareholder value. The historical cost on which 

the corporate reporting process is based does not 

meet the needs of users of financial statements, 

especially investors and creditors. The current 

corporate reporting model is based on historical 

cost and focuses on tangible assets rather than 

intangible assets. They are important economic 
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resources for many organizations and occupy an 

increasing share of all corporate assets. 

Corporate accounting is a system for 

collecting, summarizing, analyzing and 

presenting economic information, adapted 

mainly to the real needs of corporation owners, 

aimed at adequately reflecting business 

processes, the current state and development 

prospects. Thus, corporate accounting, on the 

one hand, is an integral element of management, 

on the other hand, it is a separate type of 

accounting and an independent area of practical 

activity, mainly carried out in public companies. 

The corporate accounting system combines the 

subsystems of financial and management 

accounting, and is aimed at the formation of 

indicators that characterize the entrepreneurial 

activity of a corporation in a complex macro- 

and microenvironment. 

The creation of transnational corporations 

in the post-Soviet space is one of the factors for 

increasing the efficiency and competitiveness of 

the Russian national economy based on the 

development of mutually beneficial scientific, 

technical, industrial and trade ties. An example 

of a domestic corporation established in the post-

Soviet space is the open joint-stock company 

Severovostokelektromontazh. JSC 

"Severovostokelektromontazh" is the leading 

organization for the implementation of electrical 

installation and commissioning works in Eastern 

Siberia. The joint stock company consists of 9 

subsidiaries, limited liability companies, 

headquartered in Krasnoyarsk. This corporate-

type organization is the largest manufacturer of 

electrical installation and commissioning works 

in Eastern Siberia. 

When building a corporate accounting 

system for OAO Severovostokelektromontazh, 

the stage of the life cycle at which this 

corporation carries out business activities is 

assessed. The definition of the stage of the life 

cycle of JSC "SVEM" is aimed at identifying the 

transaction costs corresponding to it. One of the 

factors for the growth of JSC "SVEM" profit 

today is the minimization of transaction costs 

(costs associated with entering the market and 

exiting the market, protecting property rights, 

concluding and servicing business relations, 

providing access to resources, integrating 

organizations), inevitable when carrying out 

business activities. The scale of costs is variable 

and is influenced by economic, political and 

legal factors. 

A study of the composition of corporate 

expenses indicates that transaction costs are 

currently included in expenses for ordinary 

activities, other expenses, and are also 

capitalized, i.e. directly included in the 

organization's actual costs of acquiring, 

constructing and manufacturing assets. That 

does not allow to reliably determine their value 

and effectively manage them. 

Today there is no unified methodology for 

corporate accounting of transaction costs, as well 

as there is no clear definition of these costs 

(Panzhenskaya, 2006). One of the options for 

accounting for transaction costs is to allocate a 

separate account of the chart of accounts, for 

example, account 37 "Transaction costs", 

operational, collection and distribution for 

unification and evaluation of the effectiveness of 

such costs. It is advisable to open sub-accounts 

for this account. The introduction of an 

additional account will allow accountants and 

managers to analyze and reduce this type of 

expense. 

Due to the complexity of the 

implementation of the above accounting option, 

due to the current legislation, it is recommended 

to carry out corporate accounting of transaction 

costs using the reflecting account of the same 

name entered into the corporation's system of 

accounts. This account, which balances and 

registers credit turnover, allows you to 

accumulate expenses and classify them in 

accordance with the requirements of 

management. Reflective accounts make it 

possible to record information about transactions 

accumulatively, with a regular determination of 

the balance, which ensures the systematization 

of costs by periods, on an accrual basis from the 

beginning of the reporting year. This accounting 

option allows you to track the dynamics and 
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volumes of transaction costs within the 

framework of management accounting, while in 

financial accounting this type of expense is 

reflected in accordance with the current 

legislation. 

The implementation of the corporation's 

strategy inevitably causes transaction costs 

associated with the diversification of production, 

the choice and provision of resources, 

advertising services, raising borrowed funds, the 

movement of securities, etc. (Yurasova, 2006). 

There is a growing need to disclose such costs in 

corporate reporting. Transaction costs are a 

certain and sometimes very significant cost item 

(Suvorova, 2006). Therefore, these costs must be 

included in the cost of production (goods, works, 

services) and, therefore, taxable profit should be 

reduced by their amount. In the income 

statement, it is necessary to allocate a separate 

article of the same name for transaction costs. 

In the explanatory note section, it is 

necessary, based on the credentials, to disclose 

the composition, content, dynamics of 

transaction costs, the quantitative assessment of 

which will determine the success of the 

implementation of individual elements of the 

strategy. Thus, corporate reporting should 

provide a reliable and complete picture of the 

economic potential and development trends of 

the corporation in the conditions of the 

surrounding market environment. 

Financial accounting of SVEM OJSC is 

carried out for each subsidiary company 

separately. In all companies, independent 

financial statements are formed and submitted to 

the parent organization for consolidation. The 

main disadvantages of such accounting are the 

fragmentation of the work of the accounting 

apparatus, the difficulty in using a single 

accounting policy, as well as the introduction of 

automation of accounting processes, which leads 

to an increase in the cost of accounting 

information, an increase in the cost of reporting, 

and an increase in the number of personnel in 

subsidiaries. 

 

3. Conclusions 

In summary, to improve the factors listed 

above, it is recommended to centralize 

accounting. Those. financial accounting is 

entrusted to an organization specially created for 

this purpose. At the same time, primary 

accounting will be carried out in the divisions of 

the organization by compiling primary 

documents for all business transactions. With the 

centralization of accounting, the generalization 

of accounting data occurs in the main accounting 

department, which makes it possible to rationally 

organize the work of accounting employees, use 

modern means of mechanization and automation 

of accounting, and ensure the unity of the 

application of accounting policies. For a more 

convenient and complete interpretation of 

management accounting data, it is recommended 

to assign a six-digit code to each division of the 

management company and territorial branches. 

For the effective maintenance of centralized 

corporate accounting, within the framework of 

financial and management accounting, high-

quality information networks are needed that 

form a system for collecting and registering the 

facts of economic activity of SVEM OJSC. 

Thus, the implementation of the proposed 

corporate accounting system will increase the 

efficiency of the corporation. Thanks to this, the 

organization will become more competitive, and 

will have the opportunity to enter new markets 

(including foreign ones). 
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