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FORMATION OF PRICING IN THE SYSTEM OF MANAGEMENT
ACCOUNTING OF SECOND-TIER BANKS

Abstract. A basis of effective bank management is the most acceptable distribution between divisions of all
attracted resources. As such mechanism second-tier banks use the instruments of transfer pricing, making impact to
determination of the actual prices on the basis of which the CFD gets financial resources. It should be noted that they
are the main components of process of budgeting, used by STB, not only during creation and assessment of spending
budgets by them, but also at establishment of work effectiveness of any CFD. Besides, mechanisms of transfer
pricing render assistance to distribution of risks between the CFD of the banks.

Key words: second-tier banks, management accounting, banking products, pricing, treasury, transfer pricing,
transfer prices.

The main element of formation of internal information on profitability of banking products and
services is the system of transfer pricing. By means of the system of transfer pricing the analysis on
objects of management is carried out and also it transfers percentage, currency, other market risks and risk
of liquidity from the centers of profit which are carrying out commercial activity in the profit centers of
treasury, carrying out activities for management of assets and liabilities. The transfer prices allow to
define which organizational units promote building of bank revenues and which ones minimize it.

The transfer prices assume functions of management accounting and allow to analyse efficiency of
activity of separate divisions of bank and the directions of banking [1].

There are several options to formation of transfer pricing (figure 1).

( The options used when forming transfer pricing
assumes existence in bank of a strong analytical risk management
system of imbalance of assets and liabilities on terms, that is risks of
option 1 3 liquidity and percentage risk
- /
[ . . . . . . \
] it is based on unity of the transfer price for the attracting and placing
option 2 bank divisions
- J
4 . : . . L
] considers difference in the transfer price when financing different
option 3 types of active operations at the expense of liabilities with various
term of attraction

- J

1 figure - The main options of formation of transfer pricing in banks
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At the choice of classical model of transfer pricing by bank there is an accumulation of risks in one
division — treasury, which bears on itself full responsibility for market risk.

Main objective of this division is assessment, accumulation, and distribution of resources [2].

The treasury receives the bonuses exceeding revenues of resource divisions and divisions of active
operations for successfully performed work. At the same time influence of the market on revenues of the
said divisions is brought to naught, their payment is stable and isn't subject to serious fluctuations. Despite
external appeal of this scheme, there is an essential lack of complexity of its realization connected with
creation of system of calculation of percentage risks for each concrete asset and liability.

The second option of transfer pricing assumes unity of the transfer price for resource and active
divisions of bank. In this regard, it is necessary to agree with M.V. Panov's judgement that the entity of
the transfer price consists in specifics of banking activities, namely existence of the attracting and placing
division. Management accountants call such divisions the centers of financial responsibility [3].

Among the Kazakhstan scientists the entity of the transfer price is most precisely formulated by S.T.
Mirzhakypova who marks that "the transfer price is the main income item of attraction centers, that is
divisions which create a resource (liabilities) of client deposits and realize it in the intrabanking credit
market [4].

The bank treasury does not gain in this case income from mediatorial functions, it only regulates
intrabanking flows, services of this division are paid as services of administrative center. It is one of
examples of the organization of operation of banks which basis is the principle of the general fund of
means.

This option of transfer pricing is the simplest in use. Risk management is removed out of limits of
transfer pricing here and transferred to specialized division — to Department on risk management. The
treasury in this case can provide only coordination of financial flows between various divisions of bank
and implementation of applications in foreign market. Simplicity of this method consists in complexity at
adequate assessment of efficiency of activity of bank divisions, engaged in various active operations.
Really, it is unlikely possible to put in identical terms of payment for resources the division of direct
crediting and division working at the market of corporate bonds, where basic profitability of the market is
significantly lower.

Similar problems can arise also at resource divisions, one of which specializes in term deposits, and
others in settlement customer service. Purchase of resources from these divisions at uniform price can
lead to loss of interest in attraction of more "expensive" term deposits. At the same time alignment of an
imbalance in compensation due to establishment of different coefficients of awarding on these divisions
can not always provide optimum control. Transfer pricing in this case can lose the mission: risk
management and adequate assessment of activity of all divisions of bank, namely — their profitability or
payback.

Thus, the mechanism of the transfer prices gives to the management of bank the chance to draw valid
conclusions about results of work of divisions, profitability of products and profitability of clients,
because allows to consider not only direct income and expenses, but also cost of attraction/placement of
financial resources [5].

The third option of transfer pricing assumes difference in the transfer price when financing different
types of assets at the expense of liabilities of different urgency. In other words, the transfer price when
financing at the expense of liabilities "poste restante” will be other than the price of the resources formed
at the expense of forward liabilities. This approach is based on the principle of division of funds of means
by which the "gold" rule of liquidity when liabilities poste restante invest in highly liquid assets ideally
has to be carried out, and forward assets are financed by forward liabilities.

This method of division of sources of funds and establishment of various level of the transfer prices
depending on a type of a source of resources is represented much more attractive. In this case the bank has
an opportunity of more flexible management of the requirements and obligations, on the one hand, and
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more adequate assessment of efficiency of divisions activity, on the other hand. This method is more
difficult than previous in realization as demands increase in analytical work, but it allows to operate
market risks more effectively. The treasury in this case carries out a role of the intermediary in resource
management and ensures trouble-free operation of bank together with department of risk management or
analytical service. One of tasks of treasury is establishment of adequate cost of resources of various
urgency that allows to establish fair compensation of various divisions. Definition of the directions of use
of the raised funds — a task of committee on management of assets and liabilities or analytical department.

There are also other options of transfer pricing which represent a combination of above-mentioned
cases.

Each of the considered options has the advantages and shortcomings. But what option wouldn't be
chosen by the management of bank, it has to consider that differences in the above-stated approaches to
determination of the transfer price result in essential differences and in assessment of activity of bank
divisions.

In the conclusion there is a wish to note that the system of transfer pricing allows:

> to determine the cost of money in bank;

> to measure overall performance of bank divisions, to create for them the correct incentives;

> to redistribute money in bank appropriately;

> to aggregate risks in one center and to operate them effectively.
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VJIK 338.5
J.E. Mbin6aeBa, A.M. Hypraiuesa

Yuusepcuter HAPXO3, r. Anmarsl, Kazaxcran

OOPMUPOBAHUE TPAHC®EPTHOI'O HIEHOOBPA30OBAHUA
B CUCTEME YITPABJIEHYECKOI'O YYETA B BAHKAX BTOPOT'O YPOBHA

Annoranusi. OCHOBOH JEHCTBEHHOTO YIPaBICHUS 0aHKOM CUHTAETCS HamboJiee MPUEMIINMOE pacIpeieiICHue
MEX]Ty MOJIpa3/IeICHUSIMHI BCEX MPUBIEKAEMBIX PeCypcoB. B kadecTBe Takoro MexaHmu3Ma OaHKaMi BTOPOTO YPOBHS




Hoxnaovr Hayuonanwvroii akademuu nayk Pecnybauxu Kazaxcman

MPUMEHSIOTCS MHCTPYMEHTBI TPAHC(HEPTHOrO [EHOOOPA30BaHUsI, OKA3bIBAIOIINE BO3JCHCTBHE K OMPEICICHHIO
peansHBIX IIeH, Ha ocHOBaHMH KOTOpBIX LI®O mpuobpetarorcs puHAaHCOBEIE pecypchl. CiieyeT OTMETHTD, YTO OHH
SIBIISIFOTCSI TJIABHBIMH COCTABIISIIOIIMMU poLiecca OI0/DKETUPOBaHMS, HCIIONb3yeMbie BBY, He TOJIbKO mpu co3MaHnu
M OLICHKE WCIIOJHEHHs OIO/DKETOB MMM, HO M TPH YCTaHOBJICHUH JAEHCTBEHHOCTH paboThl oboro LIMO. Kpome
TOr0, MEXaHU3MbI TPAHC(HEPTHOTO LEHOOOPAa30BaHUsI OKa3bIBAIOT COACHCTBUE K PACIPECTICHUIO PUCKOB MEXKIY
DO 6ankoB

KaioueBble ciioBa: GaHKH BTOPOTO YPOBHSI, YIIPaBICHYECKHI y4eT, 0aHKOBCKHUE MPOLYKTHI, IIEeHOOOpa3oBaHue,
Ka3HA4YeHCTBO, TpAaHCPEPTHOE IEHOOOPa30BaHUE, TPAHCPEPTHHIC LICHBI.

90X 338.5
JLE. Mbin6aeBa, A.M. Hypranuesa

HAPXO3 Yuusepcureti, AnMaThl K., Kazakcran

EKIHIII JEHTEAJIETT BAHKTEP/AIH BACKAPY ECEBIHJIE
TPAHC®EPTTIK BAFAJIAY BEJTLIEYIH KAJBIITACYDBI

AnHoTtanusi. bankrepai THiMZII OacKapyZblH HEri3i OHbIH OeiMiiiep apachlHIa TapThUIFAH PECypCTapiibl
MeHIiHIIe XKEeTKITIKTI 06y Ooubin Tabbutanpl. ExiHini neHreiineri 6aHkrep/e ocbiHaai MexaHu3M pertinne Kapxol-
JIBIK Kayankepuiitik opraisikrapbiMe (KKO) ambiHATBIH Kap KbUIBIK PECYpCTapiblH HAKThI OarajapblH aHBIKTayFa
BIKIAJI €TETiH TpaHcdepTTik Oara Oenriey Kypanaapbl naiiananbuiansl. AlTa KeTy Kepek, ojap eKiHII JeHreneri
OaHKTEpMEH TeK KaHa OrOJDKETTep.i jkacakray MeH Oarajiayaa raHa emec, COHbIMEH Karap KapiKbUIbIK skayarn-
KEPIILTIK OPTAIBIKTAPBl KI3METTEPIHIH THIMIUIITIH aHBIKTAy MAaKCAThIHA Nl alaHbUIATEIH OI0DKETTEY YPHICiHIH
Oactel Kypampmacel Oonbim TaOpmianel. COHBIMEH KaTap, TpaHCQepTTik Oara Oenrimey MexaHU3Maepi OaHKTiIH
Kap:KbUTBIK KayalKepIIilik OpTaIBIKTAPEI apackIHIA TOyEeKeIAepai Oeryae 63 bIKIaTbIH THTI3e/Ii.

Tipexk ce3aep:. Exinmi nerreiigeri 0ankrep, backapy ecebi, OaHKTIK eHiMaep, Oara Oenriney, Ka3bIHAIIBLIBIK,
TpaHcdeptTik Oara Oenriney, TpanchepTTik Oaranap.
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