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THE FEATURES OF THE ACCOUNTING REVENUE IN THE FARMS

Summary

There is the basic law-regulations on accounting income of the farms in the article examined. It was analyzed
the possible forms of accounting and accounting features of income provided for their use.
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THE SOCIAL SECURITY SYSTEM IN THE REPUBLIC OF BULGARIA
AS A SUBJECT OF ACCOUNTING AND REPORTING

The social security system of any country is the result of its public and social policy, as well as economic, social
and demographic processes, and is subject to accounting and reporting. This research paper examines the account-
ing systems of the National Social Security Institute, the National Health Insurance Fund, pension insurance com-
panies, and pension funds in the Republic of Bulgaria and focuses on the specific features of current and periodic
accounting. This will facilitate comparability to and analysis of the accounting practice of social security systems
abroad and thus help identify and assess related advantages and disadvantages (constraints).

Key words: accounting, current reporting, periodic reporting, National Social Security Institute, National
Health Insurance Fund, pension insurance companies, pension funds.

The problem statement. The social security sys-
tem in the Republic of Bulgaria is a mechanism for
accumulating and expending the finances of social
security funds so as to protect beneficiaries in case
of loss of working capacity, reaching the retirement
age, occurrence of incidents and unpredictable as-
sessable events; to manage accumulated funds and
pay for health services and medication provided to
health insured persons and ensure their coordina-
tion by responsible institutions. The variety of rela-
tions and interactions between insurers, self-insured
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persons, employers, social security funds, the Na-
tional Revenue Agency, the National Social Secu-
rity Institute, the National Health Insurance Fund,
and the funds of the second and third pillars of the
pension system pose a variety of challenges to the
accounting and reporting of these activities which
need adequate solutions.

Analysis of the latest investigations and pub-
lished works. Since we believe that continuity in
science lays the foundations for new ideas, this re-
search is based on the contribution of recognised
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authors who have been dealing with issues related
to accounting and reporting in the social security
system in Bulgaria, for example: Vrachovsky D.,
Neykov M., Pavlova S., Gochev G., Manov B., Ki-
syov M., Kotsarov I. etc.

Selection of some outstanding aspects of the
problem on which the paper is focused. We ap-
proached the accounting systems of the National
Social Security Institute and the National Health
Insurance Fund led by the idea to identify possi-
ble solutions for providing data to the Government
Sector and its sub-sectors in compliance with EU
requirements. Accounting framework and the prin-
ciples and concepts of pension insurance companies
and pension funds have been analysed in terms of
accounting regulations in Bulgaria and the EU re-
porting requirements.

The task statement. The aim of this paper is to
study the specific features of current and periodic
accounting and reporting at the National Social Secu-
rity Institute, the National Health Insurance Fund,
pension insurance companies and pension funds.

Presentation of the main material. The National
Social Security Institute and the National Health
Insurance Fund!' [1, 13, 21] are public sector en-
terprises (budget enterprises) that conduct their ac-
counting and prepare their financial reports in com-
pliance with the requirements of the Accountancy
Act, the Public Finance Act, the Unified Budget
Classification for 2014, the Chart of Accounts for
Budget Organisations for 2014, regulation No. 20
of the State Treasury Directorate from 14.12.2004,
regulation No. 14 of the State Treasury Directorate
from 30.12.2013, reporting methodology, and other
relevant regulations.

The accounting systems of the National Social
Security Institute and the National Health Insur-
ance Fund need to make possible the preparation of
data for the Government Sector and its sub-sectors
in compliance with EU requirements [19].

The accounting system of social security enter-
prises must meet the requirements of lawfulness,
comprehensiveness, reliability of information, docu-
mentary substantiation, chronological recording of
information, analytical reporting, etc. Since social
security enterprises operate with public funds, their
accounting and reporting is subject to strict control
and supervision by the Bulgarian National Audit Of-
fice and its regional departments.

Social security enterprises are obliged to conduct
double-entry bookkeeping.

Budget enterprises, including the National Social
Security Institute and the National Health Insur-
ance Fund, apply the standards, chart of accounts,
and instructions approved by the Minister of Fi-
nance which are published on the web-page of the
Ministry of Finance [27]. Those are in compliance
with [16]:

« EU requirements on reporting, statistics, and
budgeting in the public sector;

+ The accounting framework, principles, and
concepts of the Government Finance Statistics Man-
ual published by the International Monetary Fund;

! The term ‘budget organisations’ is used for all legal enti-
ties whose budgets are included in the state budget, in mu-
nicipalities budgets, in the budgets of social security funds, as
well as all other legal entities whose funds, receipts, and pay-
ments are included in the consolidated fiscal programme by
some statutory instrument or pursuant to Art. 171. The term
‘budget organisation’ and the concept of ‘budget enterprise’
employed so far in the guidelines of the Ministry of Finance
should be treated as equivalent.

+ The international public sector accounting
standards of the International Federation of Ac-
countants;

+ The requirements of Bulgarian legislation
with reference to budgeting, reporting on the imple-
mentation of the consolidated fiscal programme and
the management of and control on funds and expen-
ditures of budget organisations.

The chart of accounts of budget organisations
has been designed in four levels (sections, groups,
subgroups, and synthetic accounts) and is mandato-
ry for all budget organisations, the National Social
Security Institute and the National Health Insur-
ance Fund included. They may open sub-accounts to
any analytical account (i.e. any four-digit-code ac-
count) according to their specific needs and require-
ments, except for the cases when the Ministry of
Finance has fixed specific mandatory sub— accounts
that should be applied for certain accounts [2].

In compliance with regulation No. 14 from
30.12.2013 of the State Treasury Directorate, sepa-
rate reporting in three reporting groups (business
areas) is preserved. To meet the requirements of the
Public Finance Act and with reference to the aboli-
tion of extra-budget accounts and funds, the former
reporting group (business area) ‘Extra-budget ac-
counts and funds’ was renamed ‘Accounts for funds
from the European Union’. The current reporting
groups (business areas) ‘BUDGET’ and ‘Other ac-
counts and activities’ have been preserved. A new
moment in reporting in group ‘Other accounts and
activities’ is the capitalisation (inclusion in the bal-
ance-sheet) of fixed tangible assets which have been
reported as expense in the reporting groups ‘BUD-
GET’ and ‘Accounts for funds from the European
Union’ upon their acquisition [4].

All conducted business operations must be re-
ported by entering related activities in these three
business areas. It is not acceptable to debit an ac-
count from one reporting group and credit an ac-
count from another reporting group. In cases when
a transfer or an operation refers to two or more
reporting groups, they are reported separately for
each group [10].

The amendments and supplements made in com-
pliance with regulation No. 14 from 30.12.2013 of
the State Treasury Directorate do not result in any
changes in the principles and regulations for recogni-
tion, assessment and derecognition of assets or liabil-
ities, except for the changes in the reporting of [27]:

- fixed assets which have hitherto been reported
as an expense upon their acquisition: except for lands
adjoining buildings and facilities, fixed assets will
be capitalized (recognised in the balance sheet) in
reporting group (business area) ‘Other accounts and
activities’ by using accounts from group 22 Fixed
assets capitalized in reporting group (business area)
‘Other accounts and activities’ and account 7609 Ad-
justment for capitalized assets in reporting group
(business area) ‘Other accounts and activities’;

+ Adjustments for unused grants and donations
at the end of the reporting period;

« Adjustments for receipts from grants and do-
nations at the end of the reporting period;

+ Balance-sheet recognition of amounts receiv-
able/payable to a budget organisation and related
revenue/expense and adjustment for the sums in
cases when similar relations between budget organ-
isations are subject to reporting as a cash transfer.

Depreciations at the National Social Security In-
stitute and the National Health Insurance Fund are
accrued by decision of the Council of Ministers [22].

217



Bichux OHY imeni I. I. Meunuroga. 2014. T. 19. Bun. 3/4

Until such a decision is made the National Social
Security Institute and the National Health Insur-
ance Fund continue not to accrue depreciations on
non-financial fixed assets and do not apply the ac-
counts of group 24 Depreciation of fixed assets and
sub-group 603 Depreciation costs [5] in the chart of
accounts for budget organisations.

The planning, implementation, and reporting of
the indicators of the consolidated fiscal programme
is made on a cash basis [15].

The organisation of the accounting process in so-
cial security companies entails the consistent, coher-
ent, and lawful implementation of two major rela-
tively independent stages — current reporting and
periodic reporting [7].

Some of the specific features of the organisation
and implementation of current reporting in social
security companies are as follows [24]:

- special features of the documentation of busi-
ness operations — requirements to the form and con-
tents of accounting documents have been set in the
Accountancy Act, while specific requirements to the
accounting documents and document turnover are
explicitly specified by the Minister of Finance;

+ Special features of conducting, recording, and
accounting of stock-taking procedures of assets and
liabilities of social security enterprises;

Differential reporting of assets, liabilities,
costs, and revenue;

+ Special features of reporting of revaluations
of assets and liabilities — the income approach is
consistently applied in their reporting instead of the
capital approach;

+ Special features of reporting the acquisition
of fixed assets, current repairs and overhaul which
have been done with own recources, etc.

There are also some substantial differences in
the accounting basis for preparing the periodic fi-
nancial statements of social security enterprises.
They do not apply special accounting standards for
the public sector although there are recognised in-
ternational accounting standards for the public sec-
tor. Social security enterprises apply the national
standards for small and medium-sized enterprises
in compliance with the regulations concerning their
application by budget enterprises which have been
given by the Ministry of Finance, regulation No. 20
from 14.12.2004 [25] of the State Treasury Direc-
torate and regulation No. 14 from 30.12.2013 of the
State Treasury Directorate.

Regulation No. 20 from 14.12.2004 of the State
Treasury Directorate regulates the applicability of
the provisions of the National Accounting Stan-
dards (NAS) adopted with Decree No. 37 of the
Council of Ministers in 2002 to budget enterprises
reporting as well as some schemes of reporting and
other related issues.

The form, structure and contents of annual and
interim financial statements of the National Social
Security Institute and the National Health Insur-
ance Fund are determined by the Minister of Fi-
nance [6, 17]. Specific guidelines are employed in
terms of the annual closing of accounts and the
disclosure of financial statements. The procedure,
method, and deadlines for the preparation, presenta-
tion and publication of annual financial statements,
cashier reports, trial balances, and other reporting
information for these periods are determined by the
Minister of Finance [20].

Reporting of cash flows and cash in hand in so-
cial security enterprises is conducted by applying
the Unified Budget Classification approved by the
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Minister of Finance in compliance with the Public
Finance Act [14]. The form and contents of monthly,
quarterly and annual reports on the cash execution
of the budget and extra budgetary accounts and
funds (cashier reports) are determined by the Min-
istry of Finance.

Pursuant to Regulation No. 14 from 30.12.2013
of the State Treasury Directorate, the preparation
of a separate trial balance in three reporting groups
(business areas) is preserved: ‘BUDGET’, ‘Accounts
for funds from the European Union’, and ‘Other ac-
counts and activities’ [3].

Reporting data about the assets, liabilities, rev-
enue, expenses, and operations of all budget enter-
prises, the National Social Security Institute and
the National Health Insurance Fund included, are
consolidated by the Ministry of Finance based on the
trial balances and other relevant information pre-
sented under the conditions, within the deadlines,
with the frequency, and in the order determined by
the Minister of Finance [18].

In order to ensure reliability of the information
which the National Social Security Institute and the
National Health Insurance Fund present in their An-
nual Financial Statements, they are required to:

apply the relevant accounts from the Chart
of Accounts for budget organisations for 2014, the
unified account codes about key indicators and their
constituents of the Unified Budget Classification for
2014 when reporting revenue, expenses, assets and
liabilities of budget enterprises in compliance with
the Chart of Accounts for budget organisations and
the Unified Budget Classification for 2014 approved
by the Minister of Finance;

meet the requirement for cconnectedness
and/or equality between the unified codes for the
key indicators and their constituents in the Uni-
fied Budget Classification for 2014 and the ac-
counts in the Chart of Accounts for budget organ-
isations; the accounts in the Chart of Accounts for
budget enterprises and the unified codes for the
key indicators and their constituents in Unified
Budget Classification express two aspects (accrual
and cash basis) of one and the same business op-
eration [26].

The annual closing of accounts for budget en-
terprises, the National Social Security Institute and
the National Health Insurance Fund included, must
be accomplished till the 315t March of the following
year and should include the consistent accomplish-
ment of the following stages [11]:

- Stage one — preparing and conducting stock-
taking of assets and liabilities as of 31st December
of the reporting period;

- Stage two — revaluation of assets and liabili-
ties;

« Stage three — recognition of amounts receiv-
able and amounts payable as current ones;

« Stage four — accrual of provisions;

« Stage five — recording of events which occurred
in the period between the date of the balance sheet
and the date of its preparation;

« Stage six — reporting of imputed income and
imputed costs;

« Stage seven — preparing a trial balance sheet;

The National Social Security Institute and the
National Health Insurance Fund prepare separate
trial balances for the three legally regulated report-
ing groups (business areas — ‘BUDGET’, ‘Accounts
for funds from the European Union’, and ‘Other
accounts and activities’) which they present to the
Ministry of Finance.
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+ Stage eight — provided that the trial balances
have been approved by the Ministry of Finance, ac-
counts in SECTION 6, Expenditure Accounts, and
SECTION 7, Revenue and transfers account, are
closed;

- Stage nine — a second trial balance is prepared
and, based on it, the balance sheet, the statement on
the cash execution of the budget, and required an-
nexes are prepared.

Financial statements must present truthfully and
fairly the assets and the financial position of the en-
terprise, the reported financial result, and changes
in cash flows and equity [23].

Pursuant to the provisions of Chapter Fifteen,
Accountancy and Reporting, of the Social Security
Code [8] pension insurance companies must organise
and conduct their accountancy and keep their finan-
cial statements and the financial statements of the
funds for additional compulsory pension insurance
managed by them in compliance with the require-
ments of the Accountancy Act, applicable account-
ing standards, and the provisions of the Social Secu-
rity Code. Pension insurance companies are required
to keep individual accountancy for each fund for
additional pension insurance managed by them and
prepare individual financial statements for each of
these funds. Annual financial statements of pension
insurance companies and the pension funds managed
by them must be audited and certified by two reg-
istered auditors or by a specialised audit company
appointed by the general meeting of the pension in-
surance company.

The report on the management and the annual
financial statement of the pension fund must be ad-
opted by the general meeting of the pension insur-
ance company.

Pension insurance companies organise and keep
their accountancy and prepare their financial state-
ments and the financial statements of the funds for
additional compulsory pension insurance they man-
age in compliance with the provisions of chapter fif-
teen of the Social Security Code.

Social security companies for unemployment
and/or vocational training must organise and keep
their accountancy and prepare their financial state-
ments and the financial statements of the funds for
additional voluntary unemployment insurance or vo-
cational training in compliance with the provisions
of chapter fifteen of the Social Security Code.

Some of the specific features of the reporting and
the annual closing of accounts of pension insurance
companies and pension funds refer to [12]:

+ designing an individual chart of accounts for
themselves and the funds they manage;

+ the obligation to develop accountancy policy
in terms of the accounting principles applies to cur-
rent accountancy and reporting, reporting of assets,
liabilities, revenue and net income, and the concepts
regarding the preparation of annual financial state-
ments;

+ Adherence to the accounting principles in com-
pliance with the Accountancy Act;

+ The application of IAS 26 Accounting and Re-
porting by Retirement Benefit Plans;

+ reporting the relations between companies and
funds through settlement accounts structured in
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Conclusions. In the last years, social security
enterprises have been conducting their business in
compliance with EU directives and regulations. A
key moment is the accounting and reporting of the
collection of statutory social security contributions
(for healthcare, pensions, supplementary statu-
tory pension insurance); the payment of benefits
for temporary loss of working capacity; benefits
for pregnancy, childbirth, and maternity; benefits
for unemployment, accidents at work and occupa-
tional diseases; collection of health insurance con-
tributions, contributions for supplementary pension
insurance, supplementary voluntary insurance for
unemployment and/or vocational training, etc. In
terms of this, our research indicates that special at-
tention should be paid to:

First, accounting and reporting in the social se-
curity system, which has as its subject financial re-
sources, revenue and expenditure of social security
funds which are established and managed by various
social security companies, as well as the operations
related to their support and normal performance.

Second, pension insurance companies have differ-
ent economic and legal profiles and therefore there
are differences in the accounting and reporting of
social security funds, their overall performance, and
the relations between funds as legal entities and so-
cial security companies.
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Yunpiauosa I'. C.
Tociomapcrka akazemia imeni [I. A. Ilenosa

CMUCTEMA COLUIAABHOI'O CTPAXYBAHHA
B PECITYBAILI BOATAPII SIK OB’€KT BYXI'AATEPCBKOI'O OBAIKY

Pesrome

Cucrema coOIiaJIbHOTO CTPaXyBaHHS B KOXKHIN KpaiHi — pesyabTar ii JepsKaBHOI Ta COIiajlbHOI IOJITUKH,
eKOHOMIiUHMX, coIialbHUX i AemorpadiuHuX mpomeciB B KpaiHi — 00’eKT Oyxraarepcbkoro ob6xaiky. Iocui-
I)KEeHHS CIIPAMOBAHO HA CHUCTEMH OyxXrajaTepchbKoro o0aiky HaiioHajibHOro iHCTHUTYTY COIliaJIbHOTO CTpa-
xyBaHHsa, HamioHanpHOI Kacu MeIUYHOTO CTPaXyBaHHSA, IEHCIHHMX CTPaxOBUX TOBApPHUCTB Ta IEHCIHHHX
¢dounis B Pecuybaini Bosrapii 3 akmeHTOM BHUIiJIEHHS OCOOJMBOCTEH IPH IIOTOYHOMY Ta IEPiOAUUHOMY
oyxranrepcbkomy 00aiky. Ha ocHOBI 11boro HaZaeThCsa MOMKJIUBICTH 3/ifiCHEHHS IOPiBHAHHOCTI Ta aHamisy
3 OyXraJITepCbKUM O0JIIKOM CHCTEM COIIiaJbHOrO CTPaXyBaHHS B iHIMNX KpaiHax, OyAyTh PO3KPUTI i omineni
BimmoBimHi mepeBaru i ciabkocti (0OMeKeHHs).

Karouosi cioBa: OyxraaTepchbKuil 00K, MOTOYHUN OyXTraaTepCchKuUil 00JIiK, IepioAnuHuil OyXrajaTepcbKuil 00-
ik, HamioHaJabHUE iIHCTUTYT COIliaIbHOTO CTpaxyBaHHA, HalioHaslbHa Kaca MEIUUYHOTO CTPaXyBaHHsA, MEeHCIHL
CTPaxoBi ToOBapucTBa, NeHCiiHI GoHmU.

Yunpusuosa I'. C.
XosaiictBenHaa akagemus umenu [. A. Ilenosa

CMCTEMA COUMAABHOI'O CTPAXOBAHMA
B PECITYBAMKE BOATAPMI KAK OBBEKT BYXI'AATEPCKOI'O VYETA

Pesrome

CucreMa COIIMATBHOTO CTPAXOBAHUA B KaKJOHM CTpaHe — pe3yJbTaT €e IOCYyAapCTBEeHHOH M COLUAJBHON IIO-
JIUTUKU, 9KOHOMHYECKUX, COLMAJBHBIX U JeMorpaduuecKUX IPOILECCOB B CTpaHe — OOBEKT OyXraJITepCKOIo
yuera. McciaenoBaHue HaIpaBI€HO Ha CHUCTEMBI OyXTajaTepcKoro ydera HalmoHaJbHOTO MHCTUTYTA COI[AAJb-
HOro cTpaxoBaHusA, HanuoHanbHOM Kacchl MEAUIIMHCKOI'O CTPAXOBAHWA, IIEHCHOHHBIX CTPAXOBBIX OOIIECTB U
neHCHOHHBIX (oHI0B B Pecriybimke Bosrapuu ¢ akiieHTOM BBIeIeHUsI 0COOEHHOCTEH TP TeKYIIeM U IIePUOIU-
yecKkoM OyxraurTepckoM ydere. Ha ocHOBe 9TOro mpesocTaBisgeTcs BOSMOKHOCTD OCYII[€CTBIEHUS COIIOCTaBUMOC-
TH U aHAJN3a ¢ OyXTaJTePCKUM yUeTOM CHUCTEM COIIMATBLHOTO CTPAXOBAHUSA B [PYIUX CTPaHAX, OYAYT PACKPHITHI
U OIleHEeHbI COOTBETCTBYIOIIE IIPEUMYIIECTBa U CIa00CTH (OTpaHUYEHU).

KiroueBsle cjioBa: OyXrajTepcKuil yuer, TeKyIuil 0yXrajaTepCcKuil yueT, IepUoOguIecKuil OyXrajaTepcKuil yuer,
HanuonanpHBIH MHCTHUTYT COLMAJIBHOIO CTpaxoBaHu#A, HaluoHanbHasd Kacca MeIUIIMHCKOTO CTPaxXOBaHUA,
TIeHCUOHHBIE CTPaXOBLIE O0IeCTBa, MEHCHOHHBIE (DOH/HI.
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