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EXECUTION OF TRANSACTIONS WITH FIXED ASSETS AS EXPRESSION OF
ACCOUNTING PROFESSIONAL COMPETENCE

Abstract.Documenting fixed assets requires a considerable amount of time and attention from their
executors, since the approved standard forms of primary accounting are morally outdated. In some
cases, entities use self-developed document forms, which requires additional time to develop them.
The article investigates the value of fixed assets in the economic activities of economic entities,
formulated their definition, presents a value criterion for the classification of objects in the
composition of fixed assets. The method of filling in the standard forms of primary documents for
accounting for fixed assets is presented, in particular: Act of acceptance-transfer (internal
movement) of fixed assets, Act of acceptance-delivery of repaired, reconstructed and modernized
objects, Act of write-off of fixed assets, Act of decommissioning of vehicles, vehicles Fixed Asset
Accounting Cards, Inventory Cards Description, Fixed Assets Inventory. The authors propose a
fixed assets registry, which is designed with the legal classification of fixed assets and their details,
based on the principle of group accounting of the same fixed assets, which allows you to quickly
obtain information about the composition of fixed assets of the enterprise at any date. It has been
found that no specialized forms for the initial documentation of land transactions have been
approved at the legislative level. It is recommended to use the Land Inventory Card. The details of
the form are distinguished: account, original cost, method of receipt, monetary valuation, credit
score, materially responsible person, revaluation, improvement, use and purpose.

Introduction.
The fixed assets are the basis for any activity. The results of the business entity
depend on their number, value, qualitative condition and effective use.
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Fixed assets are tangible assets held by an enterprise for the purpose of using them in
the process of production or supply of goods, rendering services, leasing to other persons or
for performing administrative and socio-cultural functions, the expected useful life
(operation) of which is more than one year (or operating cycle if longer than one year) [1].

The fixed assets include: land, buildings, structures, transmission equipment,
machinery and equipment, vehicles, tools, production and economic equipment, adult
working and productive livestock, perennial plantations and others.

The Tax Code of Ukraine defines the value limit for attribution of assets to fixed
assets — 6000 UAH without value added tax [2].

Documentation of operations with fixed assets of the enterprise requires care,
perseverance and patience when filling in the forms. Presence in some typical forms of
accounting and write-off of fixed assets of obsolete requisites, lack of methodological
recommendations for their filling, as well as granting to business entities the right to
document business transactions using self-made forms, which must contain obligatory
requisites or requisites of typical forms complicate the process of drafting documents.

The purpose of the article is to study and improve the documentation of the
movement of fixed assets, to study the procedure for assigning inventory numbers to fixed
assets by economic entities.

To achieve this goal, we used content analysis of the content of regulatory acts that

regulate the procedure for documenting transactions with fixed assets; the existing practice
of primary accounting of fixed assets is generalized.
The accountant of an enterprise, while performing accounting work related to fixed assets,
i1s primarily guided by the following legal acts: Regulation (Standard) of Accounting 7
«Fixed Assets» [1], Tax Code of Ukraine [2], Order of the Ministry of Statistics of Ukraine
«On approval of standard forms of primary accounting» [3], Order of the Ministry of
Finance of Ukraine «On approval of standard forms for accounting and write off of fixed
assets by public sector entities and the procedure for their preparation» [4].The unit of
accounting for fixed assets is a separate item of fixed assets (Fig. 1).

In the course of business transactions, there is a movement of fixed assets, which is
associated with their receipt, internal movement and disposal. These transactions formalize
the standard forms of primary documents, which are provided by the Decree of the Ministry
of Statistics of Ukraine «On approval of standard forms of primary accounting» of
December 29, 1995 Ne 352 (here-in-after — Decree Ne 352) [3]. The accounting for fixed
assets has changed several times, but the standard forms have remained unchanged,
however, the standard forms are not universal. Taking into account outdated forms of
primary documents for accounting for fixed assets, the Ministry of Finance of Ukraine
approved modern standard forms for accounting and writing off of fixed assets for public
sector entities and allowed them to be used by any other domestic legal entities, as well as
representative offices of foreign economic entities [4].
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Property of fixed assets

—a complete device with all adapters and accessories

— a structurally separated object designed to perform certain independent functions

—a separate complex of structurally connected objects of the same or different
purpose, having for their maintenance common devices, accessories, controls and a
single foundation, whereby each object can perform its functions, and the complex
— certain work only within the complex and not independently

— another asset that meets the definition of a fixed asset, or part of such an asset
controlled by an entity

— part of a fixed asset having different useful lives (exploitation) with its other parts

Fig. 1. Criteria for fixed asset accounting

We describe the primary documents for accounting for the receipt and disposal of
fixed assets.

1. Documentation of the receipt of fixed assets

On the basis of the Act of acceptance-transfer (internal movement) of fixed assets
(form Ne FA -1) (here-in-after - form Ne FA-1) make out:

— listing of individual objects in the fixed assets;

— transfer of objects of fixed assets from storage to operation;

— the commissioning of construction sites (unless, in accordance with applicable law,
the commissioning of sites must be completed in a special manner);

— internal movement of fixed assets from one unit to another;

—exclusion of assets from the fixed assets when transferring them to another
enterprise.

Decree Ne 352 does not specify separately the procedure for documenting the
acceptance and transfer of fixed assets for operating (operational) lease. But since this order
establishes the procedure for documenting transactions with fixed assets, it is advisable to
be guided during the registration of lease transactions. Documentary confirmation of the
fact of the transfer of objects is important, since rented fixed assets are accounted on the
balance sheet of one enterprise and are in fact at the disposal of another [3].

The landlord’s leased item is accounted for on the balance sheet, but if it is a separate
inventory item that can be moved from one place to another, it may not be available. Form
Ne FA-1 is the document confirming the validity of the absence of such an object.

The lessee has an operating lease that is actually available but is not accounted for in
the balance sheet. Form Ne FA-1, together with the agreement, is a documented
acknowledgment that the object has been leased, not for free.
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Form Ne FA-1 consists of:
— every object that comes in;

— several items of the same type (household equipment, tools, equipment), if received

in the same calendar month and at the same cost.

Accounting (standard) Regulation 7 (here-in-after — A(s)R) «Fixed assets» defines

the concept of «object of fixed assets».

In accordance with paragraph 10, paragraph 4 A(s)R 7, «if one item of fixed assets

consists of parts that have different useful lives (operation), then each of these parts can be

recognized in accounting as a separate item of fixed assets». In this case, the form NeFA-1

must be drawn up for each such part. Conversely, if multiple items are purchased as a single

kit, this kit may be considered as a single item under A(s)R 7. For accounting it is enough to
fill in one copy of the form Ne FA-1 [1].
Depending on the nature of the movement of the fixed asset, the act must be drawn

up in one, two or three copies (table 1).

Table 1.0ptions of registration of the Act of acceptance-transfer (internal

movement) of fixed assets (form Ne FA-1)

Ne . Number of copies of the act and their purpose

. The nature of the operation -

i/o first copy second copy third copy
1 2 3 4 5

. | The item was purchased directly from the

manufacturer or through a

company and a delivery note was

trading

received from the vendor. The act is
drawn up by a commission appointed by
the head of the enterprise, who confirms
the act

The act, together with
the supplier’s invoice
and the technical
documentation for the
object, shall be
submitted to the
accounting department

The item was purchased from another
entity that used it as an item of property,
plant and equipment and at the time of]
transfer issued the same act. The act is
drawn up by a commission appointed by
the head of the enterprise, who confirms
the act

The act, drawn up at
the enterprise, together
with the act received
from the applicant and
the technical
documentation of the
object is submitted to
the accounting
department

Do not create

The object is transferred from one

business unit to another (internal
relocation). The act is drawn up by the
employee of the unit that transfers the
The act is

responsible employees of the units that

object. signed by the

transmit and receive it

The act is transferred
to the accounting
department. An act
made when an object
is credited to an item
of property, plant and
equipment is marked
by its relocation

Remains in the unit
that passed the
object

Do not create
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Ne . Number of copies of the act and their purpose
. The nature of the operation -
/o first copy second copy third copy
1 2 3 4 5
4. |Free transfer of property, plant and Transmit to the Do not create
equipment to another enterprise. The recipient company

document is drawn up on the basis of the
decision of the head of the enterprise or
on the basis of the decision of the
relevant bodies (in cases provided by the

The act remains with
law)

_ the enterprise (stored _ _
5. |Transfer (sale) of an item of property, The act remains | Transmit to the

in accounting or

lant and i tt th t i ith th buyer’s
1; an ;m equipment to another enterprise| .. throughout Wl( t e dCf)mt}})lany uy
ra red in mpan
oratee the period prescribed store © comp ?,’
department that | together with a
by law)

passed the object) copy of the
inventory of
fixed assets
accounting card
and technical
documentation

6. |Lease of property, plant and equipment | The act remains in the | It remains in the | Transmit to the
accounting department hands of the tenant with a
of the landlord landlord in the copy inventory
department that | of fixed assets

passed the object |accounting card
and technical

documentation

The act of acceptance-delivery of repaired, reconstructed and upgraded objects (form
No FA-2) is used for registration of acceptance-delivery of fixed assets after repair,
reconstruction and modernization. The act specifies the cost of repair in accordance with the
contract (estimate for repair work). A one copy of the act is made if the repair,
reconstruction or modernization is performed by the enterprise's own resources. In this case,
the act is signed by the authorized representative of the unit to which the repaired object is
transferred, and the representative of the unit that performed the repair. In addition, the act
must be signed by the chief accountant and approved by the manager or his authorized
representative. An act is made in two copies if the repair, reconstruction or modernization is
performed by a third-party company. In this case, the act is signed by the authorized
representative of the owner enterprise (or tenant) of the object and the representative of the
repair company. In this case, the act is signed by the chief accountant and approved by the
head of the enterprise to which the object belongs, or by his authorized person.

The first copy of the act is transferred to the accounting department. On the basis of
the act, the inventory card contains the data on the performed repair. The second copy of the
act is transferred to the repair company.
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If the technical characteristics of the object have changed as a result of repairs,
upgrades, reconstructions, they make changes to the relevant section of the act and the
technical passport of the object.

When drafting an act, you must take into account the peculiarities of accounting in
the accounting of the costs associated with the repair, reconstruction, modernization, etc. of
own and leased assets of fixed assets:

—if the costs do not increase the economic benefits initially expected from the use of
the item (repair), they are recognized as an expense in the current period or accumulated on
a special subaccount and recognized as an expense in the period in which the object will be
restored after repair. In this case, it is not necessary to make the form Ne FA-2 (the form is
necessary if the object is transferred to another unit at the time of repair);

— if the costs lead to an increase in the economic benefits initially expected from the
use of the facility (modernization, reconstruction, etc.), the original (revalued) value of the
entity-owned object should be increased by the amount of such costs or the initial cost
should be generated with the conditional name «Expenses for the modernization
(reconstruction) of the leased object».

2. Documentation of disposal of fixed assets

The act of write-off of fixed assets (form Ne FA-3) is applied for registration of
disposal of certain inventory objects of fixed assets (except for vehicles) in case of their
complete or partial liquidation (disassembly, destruction). The act is drawn up in two copies
by a permanent commission at the enterprise, the head approves. The first copy of the act is
transferred to the accounting department, the second remains to the responsible person, who
1s in charge of the liquidated object. The document is the basis for the delivery of scrap
metal, spare parts and materials resulting from the liquidation of the object.

The section «Calculation of results of the write-off of the object» reflects the costs of
liquidation of the assets of fixed assets, as well as the cost of tangible assets derived from
the dismantling of buildings and structures, the dismantling of equipment and other fixed
assets.

The registers of analytical accounting of disposable fixed assets are appended to the
documents that show the facts of disposal of fixed assets. In order to determine the financial
result of the disposal of an item of property, plant and equipment, it is necessary to deduct
the residual value of the item, the amount of indirect taxes and the amount of expenses
associated with the disposal of the item of property, plant and equipment.

Income received in the event of liquidation of property, plant and equipment is the
value of tangible assets that can be used (spare parts, individual parts) or sold to the side
(scrap metal, etc.). The following tangible assets are reflected in the accounting by
correspondence of accounts: credit (here-in-after —Cr) of subaccount 746 «Other income»
and debit (here-in-after —Dt) of one of the subaccounts of account 20 «Production
inventoriesy.
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Depending on the type of tangible assets, these may be subaccounts: 201 «Raw
materialsy, 203 «Fuel», 204 «Packaging materials», 205 «Building materialsy, 207 «Spare
parts» or 209 «Other materials». In addition, subaccount 209 also reflects tangible assets
derived from the elimination of property, plant and equipment that cannot be used as
materials, fuel or spare parts in the enterprise (scrap, scrap), worn tires; etc.

The residual value of an item is the difference between its original cost and the
amount of accumulated depreciation. In this case, accounting records are made: Dt of
subaccount 131 «Depreciation of fixed assets» and Cr of one of the subaccounts of account
10 «Fixed assets» (for the amount of depreciation); Sub-account Dt 976 « Write-off of non-
current assets» and Cr of one of sub-accounts of account 10 «Fixed assets» (for residual
value). In addition, the act should reflect the costs associated with the liquidation of the
object (for example, payroll employees who completed the liquidation, payment for services
of third parties, etc.). Such costs are recorded in the accounting records for the respective
subaccounts and Dt of subaccount 976. The deed of motor vehicles (form Ne FA-4) is used
for registration of disposals of vehicles (trucks or cars, trailers, semi-trailers) as a result of
their deterioration, moral aging or destruction due to an accident, natural disaster. The act of
writing off is given by the members of the standing committee in two copies, one of which
is transferred to the accounting department, the other remains with the person responsible
for the storage of fixed assets. The act states:

—name of the vehicle to be written off;

—reasons for writing off:

— original cost;

—service life;

—number of major repairs and their amount.

In the section «Calculation of the results of the write-off of the car (trailer, semi-
trailer)» indicate the costs associated with the elimination of fixed assets (dismantling the
object, disassembly, etc.), as well as information about the material received.

According to Decree No. 352, there are two forms of an act for writing off fixed
assets: form Ne FA-4 — for motor vehicles and form Ne FA-3 — for all other types of fixed
assets, since motor vehicles have specific features that and displayed in the form Ne FA-4, it
provides special lines, which contain detailed information about the vehicle in general
(make, model, type of vehicle, etc.), as well as its individual components and parts [3].

Both forms, which are intended to write off fixed assets, are important for tax
accounting: their availability can be a reason for not deducting value added tax liabilities in
case of liquidation of the object. Legislation requires that the fact of liquidation of an item
of property, plant and equipment be documented. In this case, no value added tax liability
arises. Together with other documents (invoice for acceptance of scrap metal from the
receiving organization, documents on removal of motor vehicle from accounting, display in
accounting of material values received from liquidation of the object, etc.) forms Ne FA-3
and Ne FA-4 provide taxpayers an opportunity to avoid paying value added tax.
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3. Inventory of fixed assets

Inventory of fixed assets accounting card (form Ne FA-6) is used for:

—individual accounting of each asset of fixed assets;

— group accounting of the same assets of fixed assets, which came into operation in
one calendar month and have the same industrial purpose, technical characteristics and the
same value. In this case, the card is filled by position records of each individual asset of
fixed assets. Form Ne FA-6 is completed in one copy on the basis of form Ne FA-1, invoices,
technical and other supporting documentation.

The card should give a brief individual characteristic of the object, which contains
the most important quantitative and qualitative indicators. It is desirable to indicate the
indicators (distinctive features) that are not available in the accompanying technical
documentation for this item of fixed assets. In the case of group accounting, a brief
individual characteristic is given not by each object, but by the group of such objects.

If the item of property, plant and equipment has undergone completion, retrofitting,
reconstruction, modernization or overhaul, then after completion of the work on the basis of
form Ne FA-2, make the appropriate entries in the inventory card. If all the data about the
change of object does not fit into one form, they open a new card. The old inventory card is
stored as a reference document, marking the opening of the new card.

In the case of internal movement of fixed assets, such movement is recorded on the
back of the inventory card.

Description of inventory cards for accounting for fixed assets (form Ne FA-7) is used
to register inventory cards opened for analytical accounting of fixed assets. The description
is made in one copy by an accountant. The purpose of the description is to control the
storage of inventory cards.

Pursuant to Decree Ne 352, only the sample form Ne FA-7 was approved [3].

Inventory of fixed assets (form Ne FA-9) is applied for the objective accounting of
fixed assets assigned to each materially responsible person at the location (operation) of the
fixed assets object. It performs the same functions as Form  Ne FA-6. Accordingly, the data
in these two documents should be the same.

There is currently no standard form for a business entity to register inventory of its
fixed assets and to control the period of commissioning and disposal of assets. A typical
example of the Register is given below, fig. 2.

The presented form of the register is constructed taking into account the statutory
classification of fixed assets and their detail, adopted independently by the economic entity,
that is, on the principle of group accounting of the same fixed assets, which allows to obtain
quickly information about the composition of fixed assets of the enterprise at any date. The
availability of information on the timing of the item of fixed assets on the balance sheet,
opening an inventory card, its disposal helps to control the correct organization of primary
accounting for fixed assets.
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LLC «Svitanok»
name of the enterprise (organization, institution))

Code by USREOU 1121314156718
LIST OF FIXED ASSETS
Started «02» January 2020
Inventory number Name of the fix The act of Inventory card | Disposal of the
Subaccount | Subgroup | the ordinal asset acceptance — or inventory fixed asset
number number of transfer entry
the subject (commissioning) of|
in the fixed assets
subgroup date number| date |document| date
104 104.23 | 104.23.12 Monitor 02.12.2020 25 | 02.12.
Samsung 2020

Fig. 2. Sample form of fixed assets register

The inventory number is fixed to the item of property, plant and equipment for the
entire duration of its stay in the enterprise and must be indicated on it. To do this, it can be
affixed to a token that is affixed (glued, screwed) to the object, or to be marked with paint
on the object, or otherwise affixed. When an inventory item is complex, it includes certain
separate items that make up one whole with it, the same inventory number that is affixed to
the main item is affixed to each such item.

An inventory number is a mandatory requisite for all primary documents that cover
business operations in the construction, manufacture, purchase, commissioning,
maintenance, improvement and disposal of fixed assets.

When conducting an inventory of property, plant and equipment, the Inventory
Commission (Working Inventory Commission) not only makes sure that the appropriate
inventory number is available for each item of property, plant and equipment, but also that it
is appropriately assigned to that item. Only after performing these procedures, the inventory
number of the fixed asset is indicated in the inventory description.

The inventory numbers of disposable fixed assets are not assigned to other fixed
assets that have been transferred to the enterprise.

Leased property, plant and equipment may remain with the landlord's inventory
number (unless the number is assigned to a tenant).

4. Depreciation of fixed assets

During operation, fixed assets are worn out and depreciation is charged.

Depreciation is the systematic distribution of the value of fixed assets over their
useful life (operation).

Methods of depreciation of fixed assets are given in table 2.
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Table 2.Depreciation methods for fixed assets [1]

Depreciation method Calculation rules

Annual depreciation amount = (initial (or revalued) — liquidation):
Rectilinear the useful life of an item of property, plant and equipment.
Monthly depreciation = annual: 12 months

Annual depreciation amount = original cost at the date of commencement of
depreciation x annual depreciation rate.
Annual depreciation = the residual value of the item at the beginning of the

Decrease in residual . .
reporting year X the annual depreciation rate.

1 L . . .
vate The annual depreciation rate (in percentage) is calculated as the difference between
the unit and the result of the root of the number of years of useful life of the object

as a result of dividing the liquidation value of the object by its original value

i Annual depreciation = the residual value of the asset at the beginning of the
Accelerated reduction of . .. iy
dual cost reporting year (or the original cost at the date the depreciation began) x 2-year
resi L :
depreciation rates that are calculated based on the useful life of the asset

Annual depreciation = (original (or revalued) - liquidation) x cumulative
coefficient. The cumulative coefficient is calculated by dividing the number of

Cumulative years remaining to the end of the useful life of an item of property, plant and
equipment by the number of years of its useful life
Monthly Depreciation Amount = Actual Monthly Amount of Products (Works,
Services) x Production Depreciation Rate.
Industrial The depreciation production rate is calculated by dividing the depreciable cost by

the total amount of production (works, services) that the enterprise expects to
produce (perform) using the fixed asset

Depreciation on property, plant and equipment (other than tangible fixed assets) is
used to determine the amount of depreciation of property, plant and equipment and the
period over which depreciation is charged. It records accounting depreciation.

As depreciation is accrued on a monthly basis, so is the depreciation calculation on a
monthly basis - on the last day of the month. Information about fixed assets is recorded in
the Depreciation calculation with the indication:

— the name of the object;

— inventory number;

— the subaccount on which the object is accounted for and the subaccount of expenses
on which the accrued depreciation is kept;

—the amortized cost is the initial or revalued value of the non-current assets, net of
their liquidation value;

— the annual amount of depreciation;

— the number of months of useful use (operation) in the period;

—amounts of wear at the beginning and end of the period.

Depreciation is calculated by an accountant who is responsible for accounting for
fixed assets. The accountant calculates depreciation, the chief accountant confirms the data
with a signature. Fill in one copy.
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Conclusions.

The degree of detail of the content and volume of the business transaction is
determined by the persons responsible for carrying out the business operation and the
correctness of its design. Detailing should ensure that the substance of the business
transaction is disclosed, and the assets, liabilities, income or expenses associated with it are
identified.

Documents on accounting for fixed assets shall be drawn up at the time of conducting
the business transaction or, if this is not possible, immediately after its completion.

Depending on the operations carried out, business entities may use in their activity
primary documents of standard and specialized forms, as well as self-developed forms,
which are recorded in the order on the organization of accounting at the enterprise. The free
lines in the primary documents are crossed out.

The persons who compiled and signed them are responsible for the timely
preparation of the original documents and the reliability of the data displayed therein.

At the legislative level, a number of fixed assets accounting documents have been
approved, but no specialized forms have been approved for the primary documentation of
land transactions. It is advisable to use the following forms of registers of object analytical
accounting:

a) Inventory card for accounting for fixed assets (except land). Form requisites:
account, original cost, method of receipt, materially liable person, date, accrued depreciation
data, revaluation / improvement, operating conditions;

b) Inventory card of land account. Form requisites: account, original cost, method of
receipt, monetary valuation, credit score, materially responsible person, revaluation,
improvement, use, and purpose.
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