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The article deals with the practice of Endowment Funds using by
domestic beneficiaries - enterprises and budgetary institutions - as an
alternative source of additional financing for innovative production
and educational - scientific activities. Main problems of the regulatory
field in terms of attracting endowments, of accounting method for
operations that are financed by target funds identified. The need for
solving a number of accounting and regulatory issues at the state
level in order to improve conditions for attracting and using both the
fixed capital endowment fund and the passive income from its
maintenance is revealed. Alternative proposals for industrial and
educational institutional environment improveing to reflect results of
Endowment using according to accounting methodology unification
principles for beneficiaries in their financial statements are
discovered.
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Formulation of the problem. Democratic path of development
aimed at forming an effective market economy require the maximum
productivity of competitive environment conditions from subjects of
economic activity. Market relations cause the increase of attention to
systems of financing, financial flows and accounting for processes of
innovation, production, educational and scientific activity, whose role is
identifited by Endowment Funds supporting.

Endowment Funds recipients are often (especially in the US)
corporations, trusts, partnerships, limited liability companies,
associations and other forms of business organizations, that are
provided such fund for socially beneficial goals achieve [1].

Integration of education and science into the world markets,
practical lack of government financial support have made it imperative

70



BicHuk
HYBIM

actively search additional funding by universities. Therefore, the topic of
rational use and transparent reporting of external targeted assistance
funds from both foreign and domestic benefactors is quite actually.

Endowment Fund is the most transparent charity tool. It is a trust
fund that is intended to be used solely for provider's purpose as a
certain amount of funds or securities in this fund. Endowment Fund is
created on the basis of charitable contributions from benefactors to
cover pre-determined costs.

Most popular areas of funds application are traditionally non-
profit, such as: innovative production projects of social and ecological
orientation, health care, support for socially vulnerable groups,
education, science, environmental protection, culture, art, so on.

There are some positive changes in the legal support of the stages
of creation of endowment funds today in Ukraine. Certain processes are
reflected in Laws of Ukraine «About the Higher Education» [2], «About
charity and charitable organizations» [3] and in the Tax Code of our
country [4].

The Law of Ukraine «About charity and charitable organizations»
determines the need of using interest and dividends that are obtained
from the managing charitable endowments to provide charitable
assistance for beneficiaries (including public higher education
institutions) in order to run charitable programs, joint charitable
activities.

Funds are treated by the Tax Code of Ukraine as the sum of funds
or securities that is deposited by benefactors to both banks or non-bank
financial institutions. As a result of such an operation, the recipient of
the charitable assistance (beneficiary) are entitled for the using of
interest or dividends accrued on the amount of such endowment.
However, such beneficiaries cannot spend or dispose of the principal
amount of such endowment without the consent of benefactors (point
170.7 of Ukrainian Tax Code) [4].

Traditional mechanisms of Endowment Funds working are:
endowment funds are filled by charity (beneficiary); the beneficiary
transfers the generated capital to the Management Company for
management, or establishes the internal management system on one's
own; the beneficiary disposes of the received capital in order to increase
the income from such capital (in this case we mean the interest
received). Interest, in turn, are added to Endowment Fund for their
intended use.

Both non-residents and residents, individuals and legal entities
can be benefactors. As far as we know about beneficiaries, this range of
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entities has a more specific definition: business and non-business
entities, such as:

- enterprises of all ownership forms;

- budgetary institutions (for example state institutions of higher
education).

Although enterprises have profit for the purpose of their economic
activity, endowment funds are realized in terms, forms, directions
according to the Contract with the benefactor within the framework of
pre-approved targeted financing programs.

Public higher education institutions are not-profit budgetary
institutions and operating in the field of educational services, so they
cannot ignore the principles of globalization, rules of the competition in
the educational services market.

The level of state support for education in Ukraine is quite high by
world standards. Share of public sector spending for education in last
five years has reached 7-8% in GDP [5]. Almost all of money that are
allocated has gone to current consumption, but not for the development
or the creation of innovative product, research or the like. The
relevance of this study is due to: a real funds shortage of innovative
educational financing and scientific projects by state institutions of
higher education in modern conditions of their development; the lack of
effective practice and regulation for processes of both attracting and
selling endowment funds.

Analysis of recent research and publications. Issues of
endowment functioning in higher education were addressed by
domestic and foreign scientists, in particular: K. Ryabkov, V. Pokidina
[6], L.Shevchenko [7], 0O.Maguta [8], M.Rysin, Y.Tsybulska [9],
V. Osetsky, |. Tatomir [10], B. Mokin [11] and others. The accounting of
Endowment Funds was investigated by M. Dmytryshyn, O. Vorobyova,
0. Below [12] and others.

Processes of balanced national economy forming, integration of
state institutions of higher education into the international space
determine new demands for the realizing of Endowment Funds as a real
financing source for innovation-production and scientific-educational
reforms of economic entities of Ukraine.

The objective of the article is: the generalization of international
experience of Endowment Funds attracting and realizing, the unifying
of methodological approaches for reflecting such operations in
accounting and financial reporting forms by beneficiaries (in particular
entities of entrepreneurial and non-entrepreneurial activity); the
substantiation of alternative proposals for regulatory regulation
improvement of Endowment Funds and their effective accounting.
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Main outcomes of the study. The feature of the endowment fund
is that a beneficiary has entitled to use interest and dividends accrued
on the principal donation, but he has not entitled to spend the principal
endowment without a benefactor’'s consent.

Beneficiaries accounting basis for Endowment Fund is accounting
principles of using passive income in accordance with national
accounting provisions (that are not contrary to international accounting
practices). This allows you to clarify the accounting methodology,
because we are considering principles of accounting recognition the
income from passive interests and the income from target financing
simultaneously.

Interests (passive income) are recognized as the income in those
period to which they relate. This is based on accrual principles. In this
case, passive income is estimated in the amount of it accrual (receipt)
except of liabilities amount due to such operation [13; 14 ].

Target financing is accounted by beneficiaries on the account
«Target Financing and Targeted Deliveries»: on account credit — actually
received some time tangible and intangible assets, cash and cash
equivalents, on debit — amounts that had used, write-off into income
accounts (or turn back of unused amounts) [15]:

1) Debits «Bank accounts» — Credits «Other operating income» —
an assessment of passive income;

2) Debits «Other operating income» — Credits «Target Financing
and Targeted Deliveries» — funds from Endowment Funds using that
have the intended use in accordance with a pre-approved calculation of
operating income and expenses (stipulated by the Grant Contract).

Unused earmarked funds identify in Balance Sheet, in Section |l
as the liability «Providing Subsequent Expenses and Payments» [16;
171.

The main condition for the rational use of earmarked funds is
compliance for them with a pre-approved calculation of the activity that
is financed by such funds. In order to ensure the analytical accounting of
passive income as a source of earmarked funds, it is advisable to
differentiate accounting on the account «Target Financing and Targeted
Deliveries».

About examples of targeted funding:

- external targeted financing: subsidies from the state and local
budget, appropriations from the budget for social needs and
maintenance of budget institutions, construction of roads and so on;

- internal targeted financing: self-financing of both social
programs and innovative projects by both enterprises and budgetary
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institutions etc.

Targeted deliveries mean a receipt of fund, tangible and
intangible assets of the intended purpose for the fulfillment of certain
tasks (such as the implementation of social programs, projects, events)
by the recipient — legal entity, that previously have been agreed with the
provider. In most cases, targeted deliveries are not of a lasting nature,
because they help to solve specific tasks within the target project.

Targeted financing is not recognized as the revenue until there is
confirmation that it will be received and the beneficiary fulfills the
conditions for such financing. Target financing received is recognized as
income during the periods in which the costs associated with the
observance of target financing conditions were incurred.

Targeted financing of capital investments is recognized as the
income during the period of useful using of these investment objects
(for tangible assets, intangible assets — in proportion to the amount of
accrued depreciation of them). Targeted financing in order to offset
recipient’'s expenses (as well as financing to support of the recipient
without establishing conditions for its expenditure to perform certain
activities in the future) is recognized as receivables with income
recognition simultaneously [14, n.16-19].

International Accounting Standards regulate the accounting for
targeted financing as accounting for grants. The basic approach to
accounting for grants is similar to principles of national accounting
standards. They should be recognized as part of income on a systematic
basis during periods in which an recipient legal entity recognizes an
expense that should be offset by these grants. This is an income-based
approach whereby grants are written off on income over one or more
reporting periods.

The recognition of Endowment Funds in the main forms of
beneficiary reporting is given in Tables 1, 2.

Table 1
Recognition of Endowment Fund in the Balance of beneficiary — the
beneficiary manages by Endowment Funds

Line code

for for

ASSETS/ businesses | budgetary The Balance Sheet article content
LIABILITIES Lo
[16] institutions
[17;18]
1 2 3 4
ASSETS
I. NON-FINANCIAL ASSETS
Fixed assets 1010 1000 Fair value of fixed assets that are
donated by a benefactor
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Continuation of the Table 1

Intangible 1000 1020 Fair value of intangible assets that
assets are donated by a benefactor
II. FINANCIAL ASSETS
Cash and cash 1165
equivalents,
including in:
national 1167 1160 The amount of both Endowment
currency (on a Fund (from an benefactor resident)
bank account) and passive income from such
Endowment Fund
foreign 1167 1165 The amount of both Endowment
currency (on a Fund (from an benefactor non-
bank account) resident) and passive income from
such Endowment Fund
Other financial 1165 1180 The Endowment Fund that is formed
assets according to contractual obligations
with the benefactor
LIABILITIES
II. LONG-TERM I. EQUITY AND FINANCIAL RESULT
COMMITMENT AND
PROVISION
Target financing amount at the
Reporting Date: Endowment Fund
was obtained with permission of
T . main amount using
arge
financing 1525 1450 Targeted financing in the form of
passive income: Endowment Fund
was obtained without permission of
main amount using
[I. COMMITMENT
Other long- 1515 1520 Long-term obligations  of  the
term liabilities beneficiary to the benefactor:
Endowment Fund was obtained with
condition of turn back the principal
amount of Endowment Fund to the
benefactor
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Table 2

Recognition of Endowment Fund in the Balance of beneficiary — the
beneficiary transferred Endowment Fund to the Management Company
for ensure of effective their management (ownership of Endowment

Fund remains for the beneficiary)

ASSETS/ Line code The Balance Sheet article content
LIABILITIES for for
businesses | budgetary
[16] institutions
[17; 18]
1 2 3 4
ASSETS
I. NON-FINANCIAL ASSETS
Fixed assets 1010 1000 Fair value of fixed assets that are
donated by a benefactor: before being
transferred them to the Management
Company
Intangible 1000 1020 Fair value of intangible assets that are
assets donated by a benefactor: before being
transferred them to the Management
Company
II. FINANCIAL ASSETS
Cash and cash 1165
equivalents,
including in :
national 1167 1160 The both amount of Endowment Fund
currency (on a (that is received from an benefactor
bank account) resident before being transferred them
to the Management Company) and
passive income from such Endowment
Fund (that is accrued by the
Management Company)
foreign 1167 1165 The both amount of Endowment Fund
currency (on a (that is received from an benefactor
non-resident
bank account) before being transferred them to the
Management Company) and passive
income from such Endowment Fund
(that is accrued by the Management
Company)
Other financial 1165 1180 Management Company Debt before the
assets Beneficiary for the Endowment Fund
that was transferred to it
II. LONG-TERM I. EQUITY AND FINANCIAL RESULT
COMMITMENT AND
PROVISION
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Continuation of the Table 2
Target financing amount at the
Reporting Date: the Endowment Fund
was obtained with permission of main

Target amount using
financing 1525 1450 Targeted financing in the form of
passive income: endowment fund was
obtained without permission of main
amount using

[l. COMMITMENT

Other long- 1515 1520 Long-term obligations of the beneficiary
term liabilities to the benefactor: Endowment Fund
was obtained with condition of turn
back the principal amount of
Endowment Fund to the benefactor

Conclusions. Attracting additional sources of operating activity
financing for both businesses and budget institutions is a strategic issue
in today's economic development. Effective system of entities
management as well as legal support for the using of Endowment
Funds play an important role.

It is quite importent to amend the Tax and Budget Codes of
Ukraine with regard to granting tax preferences for external
benefactors, state benefits in order to ensure of earmarked capital
long-term using.

For example United States government has the right to provide
benefactor benefits with respect to the amount of income tax that was
paid into its budget. In addition, a tax limit is set a maximum of $ 500
and no more than the total amount of income tax payable [19; 20 ].

A donor assistance scheme is also valid in the UK: a beneficiary
institution can receive tax (that was paid by this beneficiary) in addition
to the donation received from the tax authorities when completing the
tax return.

The important issues today are: providing training for their
specialists who will be competent to manage Endowment Fund;
ensuring transparent accountability and openness of charitable sector;
introduction of a culture of charity and effective mechanisms for its
implementation; taking into account the international experience of
issuing debt securities to charitable funds, whose owners will be
exempt from income tax, which stimulates the acquisition of these
securities, etc.

These measures will be the importent motivating factor for the
development of innovative programs in different areas of business. In
turn, this will improve social, economic and environmental issues of
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national development.
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JNleBuubka C. 0., a.e.H., npodecop (HauioHanbHMI yHiBEPCUTET BOAHOMO
rocnogapcTea Ta NPUPOAOKOPUCTYBaAHHSA, M. PiBHe)

YHI®PIKALIS METOAUYHUX MIAXOAIB OBJIIKY EHOAYMEHT-®OHAIB
OJ191 CYB’EKTIB rocrnoAAPCbKOI AIASIbHOCTI B YKPAIHI

Y cTaTTi po3rnsiHyTO NPaKTUKY BUKOPUCTAHHSA eHAayMeHT-POoHAIB
BiTYN3HAHMMU OeHediuiapamu - nignpmemMcTtBamMu Ta 6HOMKETHUMMU
yCTaHOBaMM — SK aNbTepPHAaTUBHONO Kepena [AOAATKOBOro
diHaHcyBaHHA  IHHOBaLWiIMHO-BMPOOGHM4YOI Ta  OCBiITHbO-HAYyKOBOI
AianbHocTi. Bu3HayeHO OCHOBHI nNpo6neMum HOpMaTMBHOro nons 3
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NUTaHb 3aJly4YeHHA EeHAAYMEHTIB, AMUCKYCiMHIi NUTaAHHA MeTOAUKMU
6yxrantepcbkoro o06niKy onepauin, wo ¢iHaHCYOTbCA UWiNIbOBUMMU
KowTaMu. YTOYHEHO (YyHKLiIOHaNbHe NpU3HA4YeHHS NaCMBHUX AOXOAIB
3a pe3ysbTaTaMu PO3MIlLEHHA 3aKJlagaMM BULLOI OCBiTU eHAAYMEHT-
doHpiB, ob6nikoBo-aHaniTUYHe 3abe3neyeHHs 3a3HayeHux cyMm (o €
LinboBUMM KowTaMm 6eHediuiapa). HaBepeHo 6anaHcoBe
y3arasibHeHHS 3aJIMLLIKIB WiNnboBoro ¢piHaHCyYBaHHA, 30KpeMa: OCHOBHOI
YacTUHM eHpayMeHT-POoHAY, BIACOTKIB 3a pe3synbTatamMu MWOro
pPO3MillleHHA; 3 YypaxXyBaHHfIM anbTepHaTUBHOro Bubopy wopo
ynpaBniHHA TakuMuM KowTamu (iHCTpyMeHTaMM BRacHOi CUCTEMM
MEHeM)XMEHTY 3aKsapay BMULOI OCBiTU, abo WNAXOM nepepavi TaKux
doHaiB Ynpasnsawuin koMnaHii). Po3kpuTto notpeby y BUpilLeHHi HU3KK
06NiKOBO-HOPMAaTUBHMUX MNWUTaHb HA [ep)XaBHOMY PpiBHi wWoAao
NOKPALWEeHHA YMOB 3aJly4eHHA Ta BUKOPUCTAHHA OeHediuiapammu sk
OCHOBHOIO Kanitany eHpayMeHT-pOHAY, TaK i NMaCMBHUX AOXOAIB Bif
noro yrtpuMmaHHa. O6GrpyHTOBaHO anbTepHaTMBHI npono3uuii wopo
BigoOpakeHHs y d¢opmax ¢iHaHCOBOI 3BIiTHOCTIi pe3ynbTaTiB
BMKOPUCTaAHHA €HAAYMEHTY Ha NnpuHuMnax yHidikauili MeToankm obniky
cy6’ekTiB rocnogapcbkoi pAifANbHOCTI 3 u4ucna OeHediuiapis ansa
NOKPAWEHHA BUPOOHMYOro Ta OCBITHbO-HAYKOBOro iHCTUTYLIMHOro
cepepoBuLla

KniwuyoBi cnoBa: eHpaymeHT-poHA; OeHediuiapu; nignpuemcrBa;
610M)KEeTHi YCTaHOBM; iHHOBALINHO-BMPOOHMYA AIANbHICTb; OCBITHLO-
HayKoBa AiaNbHICTb; O6yxrantepcbKkun o006niK; ¢iHaHcOBaA 3BITHICTb;
nacuBHI poxoamu.

JleBuukas C. A., A.3.H., npodeccop
(HaumoHanbHbIN YHUBEPCUTET BOJHOI0 X03ANCTBA U
npupogononb3oBaHus, r. PoBHo)

YHUOPUKALUA METOANYECKUX NOAXOA0B YYETA 3HAAYMEHT-
®OHA0B U1 CYEbEKTOB X03MCTBEHHOM BEATE/IbHOCTU B
YKPAUHE

B cratbe paccMoTpeHa MpaKTUKA MCNOJIb30BaHUA 3HAAYMEHT-
doHOOB oOTeuyecTBeHHbIMU OeHeduumapamMum - npepnpuUATUAMU WU
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OIOMKETHbIMM YYPEIKAGHUAMU — KaK aJlbTEPHAaTMBHOI0O MCTOYHMKA
OOMOJIHUTESIbHOI O duHaHCcHupoBaHus MHHOBALMOHHO-
NPOM3BOACTBEHHOM M o00pa3oBaTesibHO-HAYYHOW [OEATeNIbHOCTMU.
OnpepmeneHbl OCHOBHble nNpo6neMbl HOPMATMBHOrO nons no
NPUB/IEYEHUIO 3HAAYMEHTOB, AUCKYCCUOHHbleé BOMPOCbl METOAUKM
OyxranTepckoro y4yeta onepauui, ¢UHAHCUPYEMbIX LeNeBbiIMU
cpeacTBaMm.

PacKpbiTo NOTpeO6HOCTb B pelleHMn psaa y4eTHO-HOPMATUBHbIX
BONPOCOB Ha roCyfapCTBEHHOM YPOBHE MO YJYy4YLIEHUIO YCJI0BUN
NPUBJIEYEHUA U UCNONb30BaHUA OeHeduuMmapaMm KaK OCHOBHOrO
Kanutana 3HAAyMeHT-GOoHAAQ, TaK M NAacCUBHbIX [O0XOQ40B OT €ro
copep)XaHua.

O6ocHOBaHO aJsibTePHATUBHbIEe TMPEAJIOIKEHUS OTHOCUTEJNIbHO
oTpakeHua B ¢opmax GUHAHCOBOW OTYETHOCTU pe3yNbTaToB
MCNOSIb30BaHMA 3HAAYMEHTA Ha MPUMHUMNAX YHUPUKAUUMU METOAUKMU
y4yeta CyObeKTOB XO3ANCTBEHHOM [EeATeNbHOCTM U3  4Yucna
6eHedMUMApPOB C LENbH YJYYLIEHUA WHCTUTYLMOHAJNIbHOW cpeabl
NPoOn3BOACTBEHHOM U Hay4HO-06pa3oBaTeNbHON cdpep AeATEeNIbHOCTU.

KnioueBbie cjioBa: 3HpayMeHT-POoHpA; 6eHedpuumapsi;
npeanpuaTUs; GropKeTHe yupexxaeHus; MHHOBALMOHHO-
NPOM3BOACTBEHHAasA AEeATeNIbHOCTb; obpasoBaTeNbHO-Hay4yHasA

OeATeNbHOCTb;, OyxranTepckum yuyer; ¢UHAHCOBAs OTYETHOCTD;
naccuBHbIe AOX0AbI.
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