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Opranmzauuun  Tpyma, Hu  MexIyHapOgHOTO
BamtotHoro ®onpa. Ero ywactue ocymectBusercs
Yyepe3 HCIOJIb30BaHUE CTaTyca HaOlojaTens mpu
KQKIOW KOHKPETHOM opraHusauuu. bonee uerkue
yCIIOBUS M MOPSIOK Takoro YyuyacTUs Bcerja
oIpesieNnaeTcsi B TEKCTe yUpeAUTEIbHOrO JOKyMEHTa
KaXXI0H u3 MEXAyHapOaHON opraHu3aluu
CaMOCTOATENbHO, C YYeTOM MHOTHX (hakTopoB
B3anMonieiictBusa. Hampumep, Espometickuit Coro3
TIOJIB3YETCs CTaTycoM Habmoaatens npu Oprannzanuu
O6vennueHabix Hanmit mo Bompocam oOpa3oBaHus,
Hayknu u KynsTypel (FOHECKO). Taxxe, Coto3
00J1a/1aeT «yCHICHHBIM CTaTyCOM HaOJIIoAaTels» NpHu
I'enepanbuoit Accambinen OOH, 3aHuMaer 0co6oro
nounuio B OpraHuzanud  3KOHOMUYECKOTO
cotpynHudectBa u passurusi (OOCP) — takas dopma
ydacTHs JOJDKHA paccMaTpUBaThbes, CKOpee Jaxke
PUPABHUBATHCS, K MIOJHONPABHOMY YJIEHCTBY.
MupoBo#i  (HUHAHCOBBIM  KpH3HC  TPHIAT
JIOTIOTHUTENBHBIT HMITYJIbC K YCKOPEHHIO
MHTETPALOHHBIX IIPOIIECCOB, B TOM 4YHWCIE, W Ha
YPOBHE B3aUMOJCHCTBUS MEXIY MEXIyHapOIHBIMU
opranmzansaMi. Kak yxke oTmeuanoch BBIIIE, €IIe
Gonee  axkTyalbHBIM  CTaHOBUTCA  Bompoc 00
yBeJIMUEHUHN pocTa ydactusa EBpomelickoro Coro3a B
MEXAyHAapOIHbIX opraHu3anusax. OO0 yBemMYeHUU
CTpEMJIEHHSI yd4acTMd M O B@)XHOCTH TaKOIo
MEXIYHapOJHOTO Yy4YacTHUsd, B TOM 4YHCIE, T'OBOPUT
yupexxaeHue  Eppomelickoit  cimyxObl  BHEHIHHMX
nenctBuil EBponelickoro Coroza. Kak mnokassiBaer
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JEUCTBUTEIILHOCTD, MEX/[yHApOJHOE B3aUMOJICHCTBHE
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C MEXAYHapOJHBIMH OpraHM3alMsIMH, pPa3BUBAETCS
eme Oojiee YCKOPEHHBIMH TEMIIaMH, HECMOTpS Ha
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Abstract. The article examines the theoretical and practical aspects of the legal regulation of financial
monitoring in the public sector. The modern understanding of the notion "financial monitoring” is defined as the
implementation of procedures for controlling the operating and financial activities of business entities and as
financial control in order to prevent the risks of legalization of money laundering.
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The features of the legal support of financial monitoring in Ukraine and the need for its constant improvement
have been determined. It is very important because the schemes and mechanisms of money laundering are in

constant process of transformation.

It was determined that the legal regulation of financial monitoring is carried out in Ukraine on the basis of:
the norms of general and special legislation. The legal regulation of financial monitoring in Ukraine is currently
in the stage of reforms. These reforms are aimed at increasing the effectiveness of the state's control activities in
the field of preventing the legalization of illegally obtained income. These reforms can improve the existing
mechanism for providing society and authorities with high-quality, timely and objective information.

Prospects for further research extend to the implementation of financial monitoring procedures in the context
of the digitalization of the economy: ensuring the legality of transactions using cryptocurrencies, blockchain and

other modern technologies.

Key words: financial monitoring, financial intelligence, public sector, legal regulation, level of perception of

corruption, the legalization of the proceeds.

The relevance of studying the problems of legal
regulation of financial monitoring is very serious. On
the one hand, due to the need to ensure financial and
economic security of the state and society, and on the
other hand - Ukraine's desire to transform existing
principles of public administration for full involvement
in the European community.

The problem of exercising and ensuring the
effectiveness of state financial control aimed at
combating the legalization of the illegally obtained
proceeds that exists not only in Ukraine. There is a
tendency to improve the forms of its implementation
through the development of international infrastructure
and the system of legal support for financial
monitoring.

Analysis of recent research and publications.
The study on the problems of legal regulation of
financial monitoring is carried out by domestic and
foreign scientists and practitioners. Among the most
cited works of foreign authors are the works of Berman
K., Knight J., Case J. [1], Maschiandaro D. [2],
Nakhima M. A. [3], Amicelle A., Chaudier K. [4] ,
Golya S. [5]. Among domestic scientists are Alimova
O.M., Bazylyuk A., Butkevych S., Kulagina V.M.,
Lysenko, Muntyan V.I., Freya R. and others.

Determination of previously unsolved parts of
the problem. Reading the works of scientific,
methodological and practical direction allows
concluding the insufficient elaboration of the problems
of financial monitoring in the public sector in domestic
publications. This sector is the most vulnerable to the
risks of money laundering.

The emphasis in scientific  publications
concerning the control in the public sector tends to
reveal the features of state monitoring over the usage of
budget funds. However, taking into account the high
level of corruption in Ukraine, which is repeatedly
indicated by the results of internal and external expert
assessments, the issue of financial monitoring in the
public sector has a wide field of research.

The aim of the study is to improve the theoretical
and practical basis for ensuring the effectiveness of
financial monitoring, which is carried out to counteract
corruption in economy, legalization of illegally
obtained proceeds, by studying the features of its legal
regulation in Ukraine.

General scientific and special research methods
are used in the work: general scientific and special

research methods: analysis and synthesis. They are
used to identify features of legal regulation of financial
monitoring in the public sector; epistemological
analysis (analytical, logical, generalization, scientific
abstraction) - to reveal the meaning of "financial
monitoring”, systematic, structural and comparative
analysis - to assess the similarity degree of the system
of legal regulation of financial monitoring in Ukraine
to the best world practices and outline problems and
directions its improvement.

Presenting main material. The notion "financial
monitoring” from English "financial intelligence"” in
the business environment is used in two aspects: as
financial literacy or financial intelligence and as
financial exploration/intelligence. The first is related to
the popular publication of the same title by Berman K.,
Knight J. and Case J. [1], which outlines approaches to
understanding the financial statements of corporations
by those users who need information but are not experts
in the financial field.

Itis believed that the foundations of the concept of
financial intelligence are laid in the research of
organizational development (Dennison D., Lawler E.,
Pfeffer J., etc.). Here we have to understand the
relationship between the financial results of the
company, reflected in its financial statements, and
direct economic performance - the number of involved
customers, the achieved level of productivity, etc. The
theory of organizational development emphasizes the
importance of awareness of participants (workers,
managers and other stakeholders) about the reasons for
changes in financial results, as well as the need to
introduce mechanisms and tools for information
exchange and knowledge development.

The work of Berman K., Knight J. and Case J. [1]
poses a problem and proposes some tools for
improvement the efficiency of financial information in
order to increase the financial intelligence of
employees. They recommend to teach workers the
basics of business and to explain the sources and
indicators of financial success.

The approach to understanding financial
intelligence is related to the modern understanding of
financial monitoring with proving the social
effectiveness of adherence to the principles of open
management in business. It is directly related to
financial intelligence. The authors propose four
interrelated levels of understanding of financial
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intelligence, which are the basis of a special type of
business intelligence. Modern financial monitoring is
based on them. These are the following levels:

— understanding the basics of financial
measurement: the nature, structure and correlation
between statements of financial position, financial
results, equity, cash flows and the differences between
cash flow and profit;

— understanding of finance and financial
accounting as “a special art”, which in combination are
able to represent processes and phenomena that occur
quantitatively, even if the methods of direct
measurement are absent or not available to the analyst;

— understanding of analytical indicators of
financial reporting - profitability, financial leverage,
liquidity in the dynamics and relationships;

— understanding the overall financial results in
relation to external factors, such as socio-economic

situation, competitive environment, institutional
change, etc.
The modern understanding of financial

intelligence is about ensuring business openness in
combating money laundering, terrorist financing and
the proliferation of weapons of mass destruction. In
fact, it is about preventing money laundering from
being legalized by businesses. The implementation of
the financial monitoring function is entrusted to
organizations that carry out cash transactions.

Modern domestic and foreign researchers consider
the term "financial monitoring"” (Table 1) as a tool of
financial control to ensure financial and economic
stability of the state [2], a set of measures to control
financial transactions [2], a system of continuous
monitoring, analysis and forecasting financial
condition of the companies [5], a tool for counteracting
threats to the financial security of the state and business
[6], monitoring current processes in real time in order
to compare targets and achieved results, monitoring
factors and processes of crisis development of the
enterprises [6].

Legal regulation of financial monitoring as a
system of legal tools of normative, organizational and
administrative influence on economic relations
provides counteraction to the mechanism of criminal
money laundering by business entities (individuals and
legal entities).

Schemes of money laundering (funds legalization)
are constantly being transformed under the pressure of
improving financial monitoring procedures and
increasing opportunities to identify such schemes by
expanding international cooperation. A typical
mechanism of illegal money legalization (money
laundering) is described in scientific and practical
works of domestic and foreign legal experts and
includes the following stages:

— accumulation. The stage involves the
introduction of "illegal” funds into the channels of the
financial system through a certain financial institution
by “masking” the sources of such income. This can be
lending to fictitious companies, investing in the real
sector, depositing funds in bank accounts, transferring
cash to other forms;

— stratification. The further transformation of
illegal income, that is already entered into the financial
system, at this stage is carried out into the assets of the
real financial sector of the economy. It is made in order
to cover the real sources of origin. Tools such as
investments in financial and real assets, cash transfers
and electronic payments, resale transactions of high
value goods (art objects, jewelry, antiques, etc.) can be
used for this purpose.

The companies registered in offshore zones are
often at the stage of stratification. Offshore zones are
free economic zones with a favorable regime for
entrepreneurs of monetary, financial and fiscal control,
a high level of protection of banking secrecy and
loyalty to government regulation;

— integration. At the stage of integration there is
a final consolidation of illegally obtained funds in the
financial system.

Table 1.
Approaches to the definition of "*financial monitoring"
Author Interpretation
. Financial monitoring is an instrument of state financial control that is carried out by authorized
Kuchmiy TO [2, . . . . - - L
358] state bodies and subjects of pnma_ry_flr)anmal monlto_rlng_ to prevent the usage of illigal schemes
- and minimize the corruption in economy
. Financial monitoring is a set of measures to control financial transactions that are subject to
Grishchenko D. - . e e .
monitoring and include the identification, verification of customers, accounting for such
[3] . : . X . S
transactions and collection of information about their participants
Financial monitoring is a system of continuous monitoring, analysis and forecasting of financial
Serdyukova OV " . - ) .
[5] condition of enterprises, formed at the macro and microeconomic levels in order to ensure
management decisions at the appropriate level, as well as to assess the effectiveness of decisions
Chuikova NM Financial monitoring is a tool for counteracting threats to the financial security of the state and
[6] business
. Financial monitoring is observation of current processes in real time in order to compare target and
Ovsyannikov . : : N .
SV [11] achieved results. One of the areas of flpanual monitoring is the c_)bservatlon of factors and
processes of crisis development of enterprises

Source: compiled by the author for [6, 7, 8, 9, 10, 11].

These stages differ in the level of vulnerability of
disclosure by the financial control system - the first
stage is the most risky for criminals. Countries with a

developed system of primary and state financial control
have effective mechanisms to combat the accumulation
of illegal income in the financial system. Improving the



.|
[EESY] |

Wschodnioeuropejskie Czasopismo Naukowe (East European Scientific Journal) #10(62), 2020 73

effectiveness of combating money laundering (money
legalization) in the next stages is the result of
international cooperation and the development of a
global financial monitoring infrastructure.

The legal regulation of financial monitoring in
Ukraine is carried out on the basis of basic and special
legislation, the rules of relevant bylaws. The

Constitution of Ukraine, as well as the Commercial and
Civil Codes are the basis for the legal provision of
relations between economic entities, the operations of
which are subject to financial monitoring. Direct
monitoring is regulated by a special Law [14], which
defines the object and subjects of financial monitoring

(Fig. 1).

Financial monitoring is the activity of the subjects of state and primary financial monitoring on
"detection of illegally obtained income and prevention of terrorist financing"

Object of financial monitoring according to the Law 768-1X of 14.07.2020: “actions with assets
| related to the relevant participants of financial transactions that conduct them, provided that there
are risks of using such assets for the purpose of illigal money legalization (money laundering), as
well as any information about such actions or events, assets and their participants"

J

r

Subjects

N\

of Ukraine

- primary financial monitoring: banks, insurance companies, pawnshops, any financial
institutions (including foreign representative offices), securities market participants, notaries,
lawyers, auditors, accountants, lawyers and others

- State Financial Monitoring - State Financial Monitoring Service of Ukraine, National Bank

Figure 1. Object and subjects of financial monitoring in Ukraine according
to the Law of Ukraine Ne 768-1X of July 14, 2020
Source: Compiled by the author for [14].

In addition to the special law, the norms of bylaws
are also used. They are listed on the official website of
the Ministry of Justice of Ukraine. These norms
determine the criteria for risk assessment in the field of
combating and preventing money laundering, as well as
the subjects of financial monitoring, regulate the
organization of its implementation, establish forms of
accounting and submission of information, etc. [13].

It should be noted that the domestic system of
public financial monitoring in Ukraine is in the process
of reformation. The need to reform the system of
domestic financial monitoring is related to its desire to
fully integrate the world economic community in
general and the EU in particular.

The system and mechanism of legal regulation of
financial monitoring in Ukraine should provide for and
take into account the need to fulfill obligations arising
from the signing of the Association Agreement
between Ukraine and the European Union, ratified on
September 16, 2016 by the relevant Law of Ukraine.
These are the following regulations:

- Recommendations of Financial Action Task
Force (FATF). This group has detailed and
systematized measures to combat money laundering;

- Directive (EU) 2015/849 of the European
Parliament and of the Council laying down rules for the
provision of information on remittances and other
financial transactions to prevent the usage of the

international  financial
laundering [11].

The effectiveness of the reforms of the financial
monitoring system of Ukraine is evidenced by the
positive dynamics of indicators of informing the
subjects of primary monitoring about financial
transactions (Fig. 2).T number of received messages
more than doubled during the period from 2015
to 2019.

The public sector in Ukraine has a high level of
risk of money laundering. This is evidenced by
indicators of independent risk assessment of the
Corruption Perceptions Index in Ukraine and its
dynamics. So, according to the estimation in 2019,
Ukraine has 30 points out of 100 possible in terms of
perception of corruption in society. This corresponds to
the 128th place in the world out of 180 countries for
which this indicator is calculated. Among the
neighboring geographical countries, Ukraine is ahead
only of the Russian Federation, lagging far behind the
European Union.

As a result of implementation of the best world
experience in the practice of financial monitoring in
Ukraine, it is expected to increase the effectiveness of
state control activities in the field of preventing money
laundering by improving the existing mechanism for
providing society and authorities with quality, timely
and objective information.

system in money
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Figure 2. Dynamics of informing the subjects of primary financial monitoring about financial transactions
during 2015-2019
Source: data from the State Financial Monitoring Service of Ukraine [16].

Based on the above, the following conclusions
can be drawn:

1) the term "financial monitoring™ in its modern
understanding is used in a broad and narrow sense. A
broad understanding of the essence of financial
monitoring covers the problems of operational control
over the activities of enterprises and other business
entities in real time. The narrow understanding focuses
on controlling the financial activities of such entities in
order to prevent the risk of illigal money legalization
(money laundering). The legal field uses the narrowest
understanding of the term;

2) the need for continuous improvement of the
legal support of financial monitoring at the state and
international levels has been established. The
peculiarity of constant transformation of schemes and
mechanisms for illegal money legalization were taken
into account. The typical mechanism of money
legalization (laundering), which includes the stages of
accumulation, stratification, integration is constantly
enriched with new tools and opportunities to "bypass"
the legislation given the high rate of diffusion of
information and communication technologies in
society;

3) it is determined that the legal regulation of
financial monitoring is carried out in Ukraine on the
basis of: norms of general and special legislation. The
legal regulation of financial monitoring is currently in
the process of reforms that is aimed at improving the
effectiveness of state control activities in preventing
money laundering. The main goal is to improve the

existing mechanism of providing society and
authorities with quality, timely and objective
information;

4) the necessity of ensuring the independence of
financial monitoring procedures in the public sector is
substantiated. The peculiarities of the procedures of
distribution and use of budgets of different levels were
also taken into account.

Prospects for further research extend to the
implementation of financial monitoring procedures in
the digitalization of the economy: ensuring the legality
of transactions using cryptocurrencies, blockchain and
other modern technologies.
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Abstract. The article discusses the methods of forensic research of protein structures used in foreign
countries. The effectiveness of various methods of structural and elemental analysis of protein compounds and
complex protein complexes in the study of various physical evidence is discussed. High efficiency of
immunological and immunochemical methods of analysis is noted. The issues of automation of forensic research

are considered.
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