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IMPROVEMENT OF ACCOUNTING OF REPAIRS AND MODERNIZATION

The article examines the economic essence of the concepts of repairs and

improvements of fixed assets and accounting for repair and improvement of fixed
assets on separate sub-accounts and the relationship of accounting with management
methods such as planning, budgeting, forecasting, analysis and internal control.
Ensuring timely renewal and modernization of fixed assets is a necessary element

of asset management, without which effective production activities of the enterprise
are impossible. The production activity of any enterprise is due to the laws of the

reproduction process and the changes that occur. A significant,

and in many cases

the vast majority of capital investments of the enterprise are made in the form of
buildings and structures, machinery and equipment, vehicles, production lines and

more. This, in turn, leads to the need for calculation in fixed a:

ssets when creating

an enterprise, when it is expanded, updated and so on. In a market economy, the
main emphasis in the work of enterprises is shifted to identifying reserves and ways
to reduce the resource intensity of production. This means, first, saving material
resources, which is an important condition of today’s resource situation in Ukraine;
secondly, it is one of the main ways to increase the income of enterprises. Only
a well-built accounting system is able to provide the necessary information base
for making rational management decisions. Today, the issue of rational use of fixed
assets is given considerable attention at all levels of government. The rational use
of fixed assets improves the technical and economic performance of the enterprise

and requires constant recovery or improvement of these assets

in order to increase

future economic benefits. It is proved that today there is no unity of views on the

economic essence of these concepts, general economic and acco

unting terminology,

issues of organization of control over repairs and improvements and methods of

their management. The basic forms of reproduction of fixed as

sets are considered,

which is a necessary condition of any production, and reproduction, in turn, is the
replacement of physical disposal and renewal of fixed assets, their increase in kind
and value. All costs are accumulated on sub-account 152 “Acquisition (manufacture)
of fixed assets”. However, in UAS 7 there is no clear definition of the reflection of

repairs in the accounts. We consider it necessary to enter acc

ount 29 “Repair of

fixed assets” and open sub-accounts 291 “Current repairs of fixed assets” and 292
“Overhaul of fixed assets” to account for the cost of repair of fixed assets.

It is proposed to open to account 152 analytical accounts of the third order by
type of repairs and improvements of fixed assets: creation of their own (economic
or contractual way); technical re-equipment, modernization (modification,
completion, additional equipment), reconstruction, etc.; purchase for money; free
receipt of fixed assets; receipt in the form of a contribution to the authorized capital;

receiving in exchange. Such information can be used to manag

e the enterprise and

to analyze the types of improvement of fixed assets in the enterprise.
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VIOCKOHAJIEHHS OBJIIKY PEMOHTIB I MOJIEPHI3AILII OCHOBHUX 3ACOBIB

TA METO/IU IX YIIPABJIIHHA

Yepen A.B., Cumanasnuene JK.J., Jamxo I.M., Kopuyk 10.0.

3anopizekuii HayionanrbHull yHigepcumem

Yrpaina, 69063, m. 3anopisicorcs, eyn. JKykoscvroeo, 66,

Kirouosi ciioBa:

00ITiK, OCHOBHI 3aC00H, pEMOHT,
MOJIepHi3allis, MoAuQiKaIris,
PEKOHCTPYKIIisl. YIIPABIIHHS,
IUTAHYBaHHS, IPOTHO3YBaHHS,
OIOIKET.

Kaynacwvxuii mexnonoziunuii ynugepcumem
Jlumsa, m. Kaynac, eyn. K. JJonenaiiuuo, 73

VY crarTi JOCTiHKEHO MATAaHHS €KOHOMIYHOI CYTi TIOHSTH PEMOHTH 1 TOJIIIIICHHS
OCHOBHHX 3aC00iB Ta OOJIKy BHUTpaT Ha PEMOHT i IOJIMIICHHS OCHOBHHUX 3aCO-
0iB BeCTH Ha OKpPEMHX CyOpaxyHKax i B3a€MO3B’SI30K OOJIKY 3 TaKUMH METO-
JaMH YUPaBJIiHHA, SK IUIAHYBaHHS, OIOJDKETYBAaHHS, IIPOTHO3YBaHHS, aHAJI3 Ta
BHYTPIITHHOTOCTIONAPCHKII KOHTPOJb. 3a0e3NeueHHsT BYACHOTO OHOBJICHHS Ta
MoJiepHi3allii OCHOBHHX 3aC0O0IB € HEOOX1THMM €JIEMEHTOM YIPaBIiHHS 3aco0amy,
0e3 sIKoro HeMOXJIMBa e()eKTHBHA BUPOOHHYA JAiSUIbHICTH HinnpreMcTBa. Bupoo-
HUYa MiSUIBHICTh Oy[b-SIKOTO MIANPUEMCTBA OOYMOBJICHAa 3aKOHOMIPHOCTSMHU
BIJITBOPIOBAJILHOTO TPOIIECY 1 3MiHAMH, IO TP IIbOMY BiJIOyBaroThCs. 3HaYHa,
a 'y 0araTboX BHIIAJKax i MepeBayKHAa YAaCTHUHA KaIliTalbHUX BKJIAJCHb MiANPUEM-
CTBa 3/IHCHIOETHCS y BUIISL OyIiBeNb i CIOPY/, MallMH Ta OOJIaTHAHHS, TPaH-
CIOPTHHX 3aC001B, TEXHOJOTIYHUX JiHINA TOIIO — 1€ MPU3BOAUTH IO HEOOXITHOCTI
PO3paxyHKy B OCHOBHUX 3ac0o0ax IpU CTBOPEHI MiIIPUEMCTBA, IPH HOTO PO3ILIH-
PCHi, OHOBJICHHI TOIIO. B yMOBaX pHHKOBOi €KOHOMIKH OCHOBHHII aKIICHT B POOOTI
MATPIEMCTB TIEPEHOCUTHCS Ha BUSBICHHS PE3EPBIB 1 MIIAXIB 3HIDKCHHS PECypco-
MICTKOCTI BHPOOHHMITBAa TpoAyKuii. ChOrOJHI NMUTAHHIO PAIliOHATBHOTO BHKO-
pPHUCTaHHS OCHOBHHX 3aC00iB MPHUALISAETHCS 3HAYHA yBara Ha BCiX PIBHS ympaB-
JIHHS, 1[0 MOKPAIIY€E TEXHIKO-CKOHOMIUHI MOKa3HUKHU IISUTBHOCTI, MIANPHEMCTA Ta
BHMArae rmocCTiiHOrO BiAHOBJICHHS MPALE3AaTHOCTI a00 MOJIIIICHHS X aKTUBIB
3 METOIO 30UIBIICHHS MallOyTHIX EKOHOMIYHUX BUTO. Jl0BENEHO, 1110 HA ChOTOIHI
HEMa€e €JIHOCTI MOMISAIB II0/I0 €KOHOMIYHOT CYTi JaHUX TOHSATH, 3arajlbHOCKOHO-
MIYHOI Ta OyXrajrepchbkoi TEepMiHOJOTII, MUTaHb OpraHi3auii KOHTPOJIIO 3a IPOo-
BEJICHHSIM PEMOHTIB 1 IOJIIIIEHHS Ta METOAAMH YIIPaBJIiHHS HUMH. PO3IIsHYTO
OCHOBHI (hOpMH BiATBOPCHHST OCHOBHUX 3aC001B, III0 € HEOOX1THOI YMOBOO Oy/Ib-
SIKOTO BUPOOHMITBA. YCi BUTPATH HAKONINYYIOThCsl Ha cyOpaxyHKy 152 «IIpundanns
(BUTOTOBIICHHS) OCHOBHHX 3ac00iB». [Ipote, y I1(c)bO 7 giTKOTO BU3HAUCHHS BiJI0-
OpakeHHS PEMOHTY Ha paxyHKaxX OyXrainTepchkoro oOmiky He icHye. Baxkaemo
HEOOXiTHUM JUTs O0JIIKYy BUTPAT Ha PEMOHT OCHOBHHUX 3aC00iB BBECTH paxyHOK 29
«PeMOHT OCHOBHHX 3ac00iB» 1 BIIKpUTH 10 HBOTO cyOpaxyHku 291 «llotounmit
PEMOHT OCHOBHHX 3aco0iB» Ta 292 «KamitanbHUiI pEMOHT OCHOBHHX 3aCO0IBY.
3anponoHOBAHO BIIKPHUBATH A0 PaxyHKy 152 aHaNiTHYHI pPaxyHKH TPETHOTO
HOPSAKY 32 BUJIAMH PEMOHTIB Ta IMOJIIIIEHHST 00’ €KTIB OCHOBHUX 3aC00iB: CTBO-
PEHHSI BJIAaCHUMH CHJIaMH (TOCHOAPCHKUM UM MIAPSIHAM CIIOCOOOM); TEXHIYHE
nepeo30poeHHs, MojiepHizaiis (Momudikaiis, 100y10Ba, 1000 THAHHS), PCKOH-
CTPYKLIisl TOIO; PUIOAHHS 3a Ipolli; 6e30IUIaTHe OTPUMAHH OCHOBHUX 3ac00iB;
OTPUMaHHS y BUIJIS/II BHECKY JIO CTATyTHOTO KalliTaly; OTpUMaHHs B 0OMiH. Taka
iHpOpMAITis MOKke OyTH BUKOPUCTAHA IS YIIPABIIHHS ITiJIIPUEMCTBOM Ta JJIS aHa-
T3y pi3HOBHIIB MOJINIICHHS OCHOBHUX 3aCO0IB Ha ITiIIPHEMCTBI.
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Formulation of the problem

In modern crisis conditions of management the
questions become especially acute about the organization
of the account of fixed assets, planning of directions of
updating of means of work that physically, technically or
morally obsolete, the choice of a source of their financing
at the enterprise of any form of ownership and type of
economic activity. The problem of reproduction of fixed
assets is always relevant, but over time, the tools to
record, control and analyze the state of these resources are
changing. The current stage of economic development is
characterized by the fact that the ability of enterprises to
survive depends directly on the ability to manage effectively
available resources, including fixed assets. The interest of
the state and enterprises in the effective management of
fixed assets is due, firstly, to the fact that fixed assets are the
most important part of the national wealth of the country
and enterprises. Therefore, the development of social
production, its efficiency depends largely on the formation
of rational structure, improving the quality characteristics
and efficiency of use of fixed assets. Secondly, one of the
important reasons for the low growth rate of production
is the physical and moral depreciation of fixed assets,
which require immediate and timely reproduction. After
all, the full and rational use of fixed assets improves their
technical and economic indicators, which are manifested
through increased productivity, capital efficiency, raised
output, lower costs and higher profits. Successful use of
information by governance to solve the tasks of fixed asset
management requires the interconnection of accounting
with individual management methods.

Analysis of recent research and publications

The modern professional literature highlights the
positions of many scholars on the economic essence
of the category of reproduction of fixed assets.
However, today there is no single conceptual apparatus,
comprehensive reflection of repairs and modernization
of fixed assets in the accounting and analytical system of
Ukraine and there is a lack of established methodological
support for the process of reproduction of fixed assets.
Problems of modernization and repairs of fixed assets
are devoted in the works of domestic scientists,
such as M.T. Bilukha, M.I. Bondar, B.I. Valuev,
M.M. Kotsupatryi, M.B. Kuzhelnyi, L.B. Napadovska,
S.F. Pokropyvnyi, M.S. Pushkar, E.I. Sviderskyi,
Ya.V. Sokolov, V.V. Sopko, M.H. Chumachenko and
others. Scientific achievements of scientists-practitioners
show that in modern market conditions effective
enterprise management requires a new approach to
accounting and control over repairs, reconstruction
and improvement of fixed assets, as the efficiency and
intensity of social production depends largely on their
quality, which determines the functioning almost the
entire production apparatus of the modern economy.
All this has affected the level of development of certain
theoretical and practical aspects of the accounting
process of repairs and improvement of fixed assets and
the reflection of their costs in the enterprise.
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Objectives of the article

The purpose of the study is to study the theoretical and
practical aspects of the essence and types of repairs and
modernization of fixed assets and to develop proposals
for improving the interconnection of accounting with
individual methods of management.

Presentation of the main research material

The economic essence and material content of fixed
assets are the defining characteristics for outlining
their importance in the implementation of reproduction
processes, functioning and development of any production.

Fixed assets in the process of their use experience
physical depreciation (loss of original technical and
operational qualities) and moral depreciation (premature
demonetization of assets caused by a decrease in their
cost or introduction into production of more advanced
equipment) and therefore fixed assets require timely
reproduction. Reproduction - is the replacement of physical
disposal and renewal of fixed assets, their increase in kind
and value form [2].

Repair of fixed assets is divided into current repairs
(the elimination of various minor problems, replacement
of individual parts) and overhaul (complete disassembly of
equipment, replacement and restoration of all worn parts
and components).

Modernization of fixed assets is an improvement of
assets in order to eliminate depreciation completely or
partially and increase technical and operational parameters
to the level of modern production requirements [2].

It can be seen that in the economic literature, the concept
of “repair” has a predominantly technical content and is
disclosed using terms such as maintenance, improvement
of quality characteristics, power, productivity and so on.
Instead, the concept of "modernization" has an economic
content (increase of future economic benefits).

While the term "modernization" is used when you want
to emphasize the increased economic benefits of using
such an object [2].

Among the important problems posed by the practice of
accounting and tax accounting the repair and modernization
of fixed assets acquire the particular relevance in the new
economic conditions.

According to UAS 7 “Fixed assets” repair is a set of
operations to restore the serviceability or good condition
of the object or its components, i.e. repair is only the
maintenance of the object in working order [8].

The classification of fixed assets by their economic
and technological characteristics is important for the
construction of accounting for repairs (Fig. 1).

As for modernization, it, as well as modification,
completion, retrofitting, reconstruction, etc. are considered
as types of improvement of fixed assets.

According to UAS 7 “Fixed assets” the concept
of modernization means the improving the technical
parameters of the fixed assets in order to increase the
useful life or production capacity, resulting in increased
future economic benefits that are initially expected from
its use [8] .
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Tax legislation (both current and repealed) does not
distinguish between the concept of “repair of fixed assets”
and “modernization of fixed assets”, but rather equates
the repair to the reconstruction, modernization and other
improvements of fixed assets exept for repairs which are
up to 10% of the cost of fixed assets at the beginning of the
tax period (Fig. 2) [7].

Repair of fixed assets is a partial restoration of individual
objects to keep them in working order. According to the tax
legislation, the improvement includes all types of repairs
(capital, medium and current, as well as planned and
emergency).

Modernization of equipment is an improvement of the
structure, which increases the productivity of the object,
helps to expand its technological capabilities to the level
of modern technical and technological requirements, to
achieve resource savings, improves working conditions.
That is, modernization refers to equipment (machinery,
equipment), and the repair process concerns each individual
object of fixed assets or its component [2].

Thus, according to tax canons, all types of repairs,
modernization, reconstruction, and technical re-equipment
are related to the improvement of funds.

According to accounting canons, modernization refers
to the improvement of fixed assets. Repairs do not belong
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to the improvement, which, by the way, is very correct,
because the repair is just to keep the facility in working
order. After the repair, nothing improves, only the resource
of the object is restored.

In UAS 7 “Fixed assets” [8] in general the issue
of accounting for the cost of improving fixed assets is
covered. All expenses are accumulated on sub-account 152
“Acquisition (manufacture) of fixed assets” and after the
improvement of fixed assets they are debited to the required
sub-account 10 “Fixed assets”, increasing their initial cost.
However, in the above standard there is no clear definition
of the reflection of repairs in the accounts. We consider it
necessary to enter account 29 “Repair of fixed assets” and
open sub-accounts 291 “Current repairs of fixed assets”
and 292 “Overhaul of fixed assets” for the cost accounting
of repair of fixed assets. On the debit of the account during
the reporting month is proposed to reflect all the costs of
repair of fixed assets, at the end of the month on the credit —
to write off the costs of completed repairs of fixed assets
to the costs of the enterprise at the place of use. Thus, the
debit balance of account 29 “Repair of fixed assets” will
show the cost of unfinished repairs of fixed assets, which is
recommended to reflect in the second section of the asset
balance. This approach to the articles of the second section
makes it possible to detail the production in progress and

/
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implementation

Repairs of productive
fixed assets
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Fig. 1. Classification of repairs of fixed assets
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Fig. 2. Classification of costs for maintenance and improvement of fixed assets in tax accounting
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inform users about the repair in progress of fixed assets,
which is useful for quality and real estimation of the assets
of the enterprise.

For greater analytics of accounting, it is proposed to
open to account 152 “Acquisition (manufacture) of fixed
assets” analytical accounts of the third order by type of
repairs and improvements of fixed assets: creation by
own forces (in an economic or contractual way); technical
re-equipment, modernization (modification, completion,
additional equipment), reconstruction, etc.; purchase
for money; acquiring free of charge of fixed assets;
obtaining in the form of a contribution to the authorized
capital; receiving in exchange. Such information can be
used to manage the enterprise and to analyze the types of
improvement of fixed assets in the enterprise.

The single process of integrated enterprise management
in the most general form is provided by the implementation
of planning, forecasting, analysis and control. The
connection among accounting and planning, analysis and
control is very close (Fig. 3).

Planning is one of the economic methods of
management, which consists in the development and
practical implementation of plans that determine the
future state of the enterprise, ways, methods and means of
achieving it, which is based on the analysis of past financial
and non-financial information [3].

Forecasting is closely related to planning, it is the
process of developing a scientifically sound judgment
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about the possible state and alternative ways of enterprise
development in the future [5].

An integral part of planning is budgeting, i.e. the
composition of the budget. The budget is an integral part
of control, creates an objective basis for evaluating the
results of the enterprise. The main benefit of the budget
is the further use of the information collected. It reflects
the forecasting of conditions that require premature
corrective action; coordination of activities of all structural
subdivisions of the enterprise; development of standards for
assessing the contribution of each employee in achieving
the planned indicators.

The starting point in the preparation and implementation
of budgets is the accounting of the enterprise. It is thanks to
accounting that the result of budget execution and deviations
with their subsequent regulation can be measured. At the
same time, fixed assets have the greatest weight in the
investment budget, which is associated with repairs and
reconstruction of production, commissioning of new fixed
assets, opening and expansion of new productions, the use
of new technologies.

Internal economic control is the final stage of
management, which allows you to compare the achieved
results with the planned [5].

In our opinion, the main purpose of fixed assets
management is to provide conditions for timely renewal,
modernization and increase efficiency of their use.
Management of fixed assets is given in Fig. 4.

Enterprise management (management decisions) ]

| !

Internal analysis

and control Accounting as a system

(includes all

subsystems)
7}

Sale <«
Marketing <
o0
g
£
s [¢
= Supply
4_

Production, performance of works, provision of services

Fig. 3. Accounting in the system of management decisions

Ensuring timely updating and
modernization of fixed assets

Ensuring increased
efficiency of fixed

Management
of fixed assets

Determining the size of the need
to increase fixed assets

Determining the forms of
meeting the needs for the
growth of fixed assets

A

assets use

Formation of the optimal structure of sources of financing of fixed assets

Fig. 4. The main tasks of fixed assets management
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Ensuring the increase in the efficiency of the use of
fixed assets is carried out by making management decisions
based on the calculation and analysis of such indicators
as profitability, return on assets, capital intensity, capital
adequacy, etc.

Conclusions

The research allows us to conclude: to account for the cost
of repair of fixed assets it is necessary to enter account 29
“Repair of fixed assets” and open sub-accounts 291 “Current
repairs of fixed assets” and 292 “Overhaul of fixed assets”,
the balance of account 29 “Repair of fixed assets” will show
the cost of work in progress, which is recommended to be
reflected in the second section of the asset balance sheet.
This approach to the articles of the second section makes it
possible to detail the production in progress and inform users
about the work in progress of fixed assets, which is useful
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for quality and real estimation of the assets of the enterprise.
For greater analytics of accounting, it is proposed to open
to account 152 “Acquisition (manufacture) of fixed assets”
analytical accounts of the third order by type of repairs and
improvements of fixed assets. Improving the accounting
system 1is the relationship of accounting with management
methods such as planning, budgeting, forecasting and internal
analysis and control. The ensuring the timely renewal and
modernization of fixed assets is a necessary element of asset
management, without which effective production activities
of the enterprise are impossible. Only a well-built accounting
system is able to provide the necessary information base for
making rational management decisions. The study found that
the specifics of repair work and improvement of fixed assets
have a direct impact on the internal control of the enterprise,
in particular, the main purpose of such control is to prevent
overuse of resources, abuse, theft and illegal actions.
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