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ABSTRACT

The article proposes to consider the theoretical and methodological foundations of accounting and analysis of
equipment overhaul costs. The study of the literature showed that it is necessary to develop recommendations
for improving accounting and analysis in real situations at the enterprise. For equipment that needs repair
abroad, the authors suggest not to sell it as non-working (scrap metal), but to export and repair it abroad. The
procedure for accounting for equipment repair costs abroad is proposed. To improve the analysis of equipment
overhaul costs, the authors proposed an algorithm for equipment overhaul cost analysis, which will provide a
balanced and reasonable cost estimate. To obtain relevant information for this analysis, the authors have formed
requirements for sources of information for financial and economic analysis of non-current assets. The
developed proposals will allow companies to improve accounting and analysis of equipment overhaul costs,
which in turn will lead to cost savings and strengthen the company's competitive position.
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1. Introduction

Issues of improving the accounting, analytical and legal aspects of any business operations of the
enterprise have long occupied the views of various scientists (Panasyuk et al., 2020a; Panasyuk et al.,
2020b; Babenko and Abdel-Badeeh, 2018; Bila et al., 2020; lvanchenkova et al., 2019; Haiduchok et al.,
2020; Kwilinski, 2019). Today in Ukraine the problem of depreciation of fixed assets of industrial
enterprises remains relevant, which in Ukraine as a whole reaches about 76%, in connection with
which each enterprise seeks to restore the initial capacity of fixed assets (Trusova, 2016; Bashynska et
al., 2019; Tkachenko et al., 2019). However, difficulties may arise both in the process of repairing fixed
assets and in reflecting such costs in the accounting system. The main role and economic importance
of the cost of repair of fixed assets is that they are the main reserve for improving the efficiency of
labour. Fixed assets consist of a large number of structural elements, which are made of different
strength materials, perform different technological functions, have different operating loads and as a
result work unevenly (Granov, 2016; Oliynyk, 2015). Studies of differences in financial and tax
accounting, which relate to the cost of repair of fixed assets, can reveal significant reserves for
improving the efficiency of use of fixed assets, which, in turn, will increase the competitiveness of
domestic enterprises (Halynska and Oliinyk, 2020; Baumgartel, 2008). The above determines the
relevance of the study of problems of economic, organizational and legal nature of the cost of repair
of fixed assets, including equipment. However, the issues of standard accounting and analysis of
equipment overhaul costs are almost thoroughly considered in the literature (Zatoka, 2014;
Tkachenko, 2015; Pokropivny, 2017; Liu et al., 2012), so we consider it necessary to develop
recommendations for improving accounting and analysis in real situations of the enterprise.

2. Prerequisites for Improving the Accounting and Analysis of Equipment Overhaul Costs

The authors' analysis of the activity of production enterprises in Kamenets-Podolsky, Kyiv, Lutsk,
Lviv and Zhytomyr allowed to identify and combine real non-standard problems faced by enterprises
during the accounting and analysis of equipment overhaul costs. The study found the following:

- no gross errors were found at the enterprises in accounting for the cost of overhaul of equipment,
but it was found that there is broken production equipment that enterprises can not repair in Ukraine,
sold as scrap metal or simply disposed of; analysis of the cost of overhaul of equipment is almost not
carried out at all.

Thus, we will consider in detail these aspects.
3. Improving Cost Accounting for Equipment Overhaul

Therefore, we will offer procedure for accounting for the cost of overhaul of equipment that is
being repaired abroad. To operations that fall under the customs regime of processing outside Ukraine,
art. 162 of Customs Code of Ukraine (Customs Code of Ukraine) includes operations for the repair of
goods, including modernization, restoration and adjustment, calibration, so that the export of goods
or equipment abroad for repair, modernization, restoration, calibration (with subsequent return to the
customs territory of Ukraine), we carry out in customs regime of processing: processing outside the
customs territory of Ukraine is a customs regime according to which Ukrainian goods are processed in
the prescribed manner outside the customs territory of Ukraine without the application of non-tariff
measures of foreign economic activity, subject to return of these goods or products (finished products)
to the customs territory of Ukraine in the customs regime of import.

Duty and permission to export. To take the goods out for repair, it is necessary to obtain a special
permit from the relevant supervisory authority, which is issued for the "declared" period of repair, but
not more than 365 days. To do this, together with the application for export of goods, the company
must submit:

- FEA-contract for repairs, which contains a specific list of repairs (modernization, restoration, etc.),
the exported goods and the term of their implementation;
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- other documents (optional), such as expert opinion on the need for repairs, conclusion and
conditions under which the repairs must be carried out.

Technological schemes of processing when sending goods for repair are not required (Part 2 of
Article 165 of CCU (Customs Code of Ukraine)). In the mode of processing can be exported for repair,
including imported goods, which at import were exempt from customs duties (Part 3 of Article 164 of
CCU (Customs Code of Ukraine)).

When exporting goods (equipment) for repair abroad in the customs regime of processing, it may
be necessary to pay the export duty in cases established by law (Part 2 of Article 164 of CCU (Customs
Code of Ukraine)). At the same time, VAT on export will not have to be paid (paragraph 206.13 of the
of Tax Code of Ukraine (Tax Code of Ukraine)). Export of goods for repair is subject to full conditional
exemption from VAT.

Since such a transaction is not a supply, the VAT return (in particular, on page 2) the volumes
exported for repair of goods (equipment) are not reflected.

Completing the processing mode. The customs regime of "processing outside", associated with the
repair of goods by a non-resident, usually ends with the import of repaired goods.

Thus, if the goods (equipment) repaired not under warranty are imported into the customs territory
of Ukraine in time, the import operation:

- partially exempt from customs duties (Tkachenko, 2019). You will have to pay the positive
difference between the amount of customs duties accrued on processed products and the amount of
customs duties that would be payable in the case of import of the relevant goods that were exported
outside the customs territory of Ukraine;

- partially exempt from VAT (paragraph 206.2.3 of the TCU). In this case, the positive difference
between the amounts of VAT calculated based on the tax base of the repaired goods and the tax base
of goods exported from Ukraine for repair, determined by the rules established by paragraph 190.1
TCU (Tax Code of Ukraine). Art. 57 CCU (Customs Code of Ukraine) provides several methods for
determining the customs value of imported goods (and the procedure for their application), so that in
some situations the customs value of repaired equipment may be higher, i.e. "same" customs value
for import and export of repaired goods (equipment) cannot be.

So, if you have to pay "partial" VAT at customs when importing repaired goods (equipment) (given
the different customs value of repaired goods during export and import), you must take into account:

a) the amount of VAT on the import of repaired equipment is paid at customs without the use of
an electronic VAT invoice. However, in order for the amount of partial VAT paid at customs when
importing the repaired goods to participate in the calculation of the registration limit (included in line
2 of the SER Extract Form F/J1401206), the customs declaration (CD) must contain information about
the tax number of the enterprise;

b) paid at customs "partial" VAT can be included in the tax credit (PC). Such a PC is reflected in the
term of the customs clearance procedure on the basis of the TD, which confirms the fact of tax
payment, which is important: only in the period of the right to a tax credit;

We send for equipment repair. For the period of foreign repair / improvement of equipment is not
removed from the warehouse and its cost is still taken into account on sub-account 104 "Machinery
and equipment". Whether to depreciate the equipment depends on the effectiveness of the work
performed by the non-resident with the equipment. If their result is the reconstruction,
modernization, re-equipment, etc. (hereinafter - improvement) of the object, then according to
paragraph 23 of the AR(S) 27 "Fixed assets" (Accounting Regulation), which requires for the period of
improvement to suspend accrual depreciation. Depreciation is suspended starting from the month
following the month of transfer of the FA to modernization, retrofitting, etc. That is, the FA object is
not decommissioned, but simply stop depreciation. However, if not the entire health facility is sent for
improvement, but only a part of it, then in this case, according to the explanation of the Ministry of
Finance, the AR(S) 27 does not oblige to stop depreciation of FA (Letter, 2008).
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If the non-resident will carry out the usual repair of equipment, restoration of its serviceability or
overhaul, which does not lead to the improvement of the object of health, then at the time of repair
to stop the depreciation of fixed assets is not required.

Equipment repair costs. If the result of the non-resident's work is the repair (restoration,
adjustment) of the equipment or its part, which leads to the initially determined amount of future
economic benefits (paragraph 15 the AR(S) 27), then the costs are reflected in current costs depending
on directions of use of the equipment (Dt 23/91/92/93/94 — Ct 63, 68).

If the result of the non-resident's work is the improvement of the equipment or its part, then in this
case the costs are included in the initial cost of the equipment being repaired (previously grouped on
account 15 (paragraph 14 AR(S) 7)).

Table No. 1. Overhaul of equipment abroad

Accountin Amount,
Contents of business transaction & UAH
Debit | Credit
Export of equipment for repair
1. Equipment for export abroad has been transferred to a 104/2 104/1 280000
non-resident for repair
2. Pald.customs and other costs associated with the export 371 311 32000
of equipment
3. Derpreuate.d on the costs incurred in the removal for 23, 631, 685 32000
repair of equipment 91-94
fl. Pebt offset with customs broker and international carrier 631, 685 371 32000
is displayed
Payment and receipt of repair services from a non-resident
5. Prepayment for repair work is listed ($ 2000 x 27 UAH/S) 371 312 55121888
6. Repair works were received from a non-resident (signed 23, 632 $ 2000.
act of performed works) 91-94 54000
7. Debts with a non-resident were offset 632 371 54000
Import of repaired equipment
8. Funds for payment of customs payments are transferred
to customs authorities (positive difference - according to
part 3 of article 168 of the Customs code of Ukraine, item 377 311 1000
206.2.3 TCU):
- duties
- "import" VAT 377 311 5500
?c.)rBroker and international transportation services are paid 377 311 36000
10. Costs related to the import of repaired equipment are 23, 377,631, 37000
reflected 91-94 685
11. Debt offset with customs broker and carrier is displayed | 631, 685 371 36000
12. The amount of "import" VAT (in the form of a positive
difference) in the PC (issued TD) is reflected 641/ VAT 377 2500
13. Repaired equipment was posted 104/1 104/2 280000

* Since the debt is non-monetary, we do not calculate exchange rate differences, and the costs are
determined at the rate of the NBU on the date of prepayment.

Consider as an example the situation with the overhaul of equipment abroad: the company
exported outside Ukraine equipment for repair in the customs regime of processing. Upon export, the
company paid for the services of a customs broker (excluding VAT) and international transportation
(VAT — 0%) in the amount of UAH 32,000. The cost of the equipment repair service is $ 2000 (the NBU
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exchange rate on the date of prepayment for services was UAH 27/S). Repair work is aimed at overhaul
- restoration of the working condition of the equipment - and is not related to its improvement. Given
that the repair is actually carried out outside the customs territory of Ukraine (paragraph 186.2.1 TCU
[14]), VAT services are not taxed. When importing the equipment, the company paid "partially" the
accrued duty (conditionally) — UAH 1,000. and "import" VAT (conditionally) — UAH 5,500, as well as
customs broker services (excluding VAT) and international transportation services (VAT — 0%) - UAH
36,000 (See Table No. 1.).

Thus, the export of fixed assets for repair abroad is carried out in the customs regime of processing
with a special permit, payment of duties and without VAT. Funds taken out for health repairs are not
written off from the balance sheet. Depreciation of suspended health facilities is suspended if the
result of non-resident services is overhaul, which leads to the improvement of the facility or its
modernization. When importing repaired medical devices within the term specified in the Permit,
"import" VAT is levied on the positive difference between the amounts of VAT calculated based on the
tax base of exported and re-imported repaired medical devices. VAT paid on import is reflected in the
PC in the general "import" order.

4. Improving the Analysis of Equipment Overhaul Costs

We offer an analysis of the cost of overhaul of equipment in the analysis of non-current assets. The
stages of the proposed analysis of non-current assets of the enterprise can be grouped as follows (See
Figure No.1).

e
Stage 1 Vertical and horizontal analysis of non-current assets to be repaired

Estimation of the ratio of growth rates of assets, net assets and net
profit ("golden rule of the economy")

e
Analysis of the coefficients of the structure of non-current assets to

be repaired
— N J
( A R R . . N\
Stage 4 Qualitative characteristics of non-current assets to be repaired
— N J
( - . . - -
Stage 5 Analysis of asset management efficiency (turnover indicators)

11003

~———— - J

Figure No. 1. The proposed analysis of the cost of overhaul of equipment

Stage 1. In the process of functioning of an enterprise value of the components of non-current
assets is constantly changing. Therefore, when analysing non-current assets according to the financial
statements it is necessary to assess changes in their volume and structure, to study the status and
efficiency of use. At the same time, considerable attention is paid to the fixed assets that form the
basis of the material and technical base of any enterprise.

In financial analysis and management, fixed assets are considered as an object of capital
investment, and therefore they are also called fixed capital. Briefly describe these stages of analysis.
Thus, a description of the quantitative changes in the structure of non-current assets of the enterprise
can be obtained using vertical and horizontal analysis of reporting, in particular the form Nel "Balance
Sheet".

Vertical analysis shows the structure of non-current assets of the enterprise. As a rule, the
indicators of the structure are calculated as a percentage of the total amount under section | "Non-
current assets". Horizontal analysis of reporting is to build one or more analytical tables in which
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absolute indicators are supplemented by relative growth rates (decreases). It should be noted that in
the context of inflation, the value of the results of horizontal analysis decreases. In practice, often
combine horizontal and vertical analysis, ie build analytical tables that characterize both the structure
of non-current assets and the dynamics of its individual indicators.

Stage 2. The optimum growth of assets of the enterprise is determined by comparing the growth
rate of assets with the growth rate of net income and the growth rate of net profit. Note that in the
face of inflation, it is also advisable to consider the growth rate of production. If the growth rate of net
profit is higher than the growth rate of assets, and the growth rate of volume is lower, then the
increase in the efficiency of asset use occurred only due to rising product prices.

Stage 3. This is a study of the coefficients of consistency and mobility of enterprise assets and the
relationship between non-current and current assets. If the share of non-current assets is more than
40%, some analysts say the "heavy" structure of assets, less - "easy". "Heavy" structure indicates
significant overhead costs and high sensitivity to changes in revenue, "light" - the mobility of the
enterprise. Under normal circumstances, the growth rate of current assets should be higher than the
growth rate of non-current assets.

Stage 4. Qualitative characteristics of non-current assets to be improved are assessed by a number
of indicators. Note that in the process of production and financial activities of enterprises are
interested in the preservation and efficient use of fixed assets and other non-current assets. To assess
and analyse these processes use a system of indicators, which includes:

- indicators of providing the company with fixed assets;

- indicators of the state of fixed assets;

- indicators of efficiency of use of fixed assets.

The level of provision of the enterprise with fixed assets is characterized by:

a) an indicator of capital intensity of production;

b) an indicator of labour capital;

c) the coefficient of the real value of fixed assets in the value of the property of the enterprise;
d) the index of fixed assets.

To assess the state of fixed assets of the enterprise use the following indicators:
a) the depreciation rate of fixed assets;

b) the coefficient of suitability of fixed assets;

c) the coefficient of renewal of fixed assets;

d) the ratio of disposal of fixed assets;

e) growth rate of fixed assets;

f) determining the share of the active part of fixed assets.

It should be noted that these figures are quite approximate, as in the balance sheet of most
companies’ assets are shown at cost. The carrying amount of assets often has nothing to do with their
real value, especially in the face of inflation. Indicators of the use of fixed assets are mainly divided
into two major groups — in kind and value. Sometimes another group of indicators is singled out —
conditionally natural. Natural indicators include productivity per unit time of equipment, machine or
mechanism. Such productivity is called technological and is measured in natural units (pieces/year;
km/year; t/year). It is entered in the technical passport of the fixed asset. Natural indicators of the use
of fixed assets are the most probable, but they do not allow to really assess the degree of use of fixed
assets of different types. In order to eliminate such inconveniences, some companies use conditional-
natural indicators. Their essence is that the productivity of the equipment, which has the largest share
in the enterprise, is taken as a base. Based on it, first build indices are calculated, and then, taking into
account these indices —the performance of other equipment. The result is productivity in conventional
units. Natural and conditional-natural indicators of the use of fixed assets are used for their active part.
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However, it is almost impossible to determine the productivity of buildings, structures, etc. in physical
units. In view of this, cost indicators are used to determine the efficiency of use of all fixed assets.

Evaluation of the effectiveness of the use of fixed assets is carried out on the following main
indicators:

a) return on fixed assets;
b) profitability of fixed assets (Basitere, 2017).

The efficiency of the enterprise is ensured by a high level of renewal of fixed assets, increasing their
coefficient of suitability, increasing the rate of return on assets and profitability of fixed assets and
reducing the capital intensity of production. The rate of renewal of fixed assets may reflect an increase
in the efficiency of the enterprise due to the modernization or other improvement of non-current
assets.

In our opinion, before analysing the rate of renewal of non-current assets, it is necessary to analyse
the structure of costs for improving non-current assets and evaluate the effectiveness of improving
non-current assets.

Stage 5. The financial condition of the enterprise is directly dependent on how quickly the funds
invested in assets are converted into real money. The effectiveness of asset management is
characterized by the following general indicators:

- turnover ratio;

- duration of one turnover of assets;

- the ratio of working capital.

Along with the above indicators in the analysis of fixed assets, it is advisable to study the
relationship:

- purchased fixed assets and total assets;

- costs of repair and maintenance of fixed assets and their value;

- costs of repair and maintenance of fixed assets and income from sales of products (works,
services).

The information on fixed assets provided in the financial statements provides an opportunity to
analyse and evaluate how the company uses fixed assets. For the purpose of such analysis, in
particular, the following indicators are used:

- average service life;
- the average age of fixed assets.

In our opinion, the analysis of non-current assets makes it possible to assess the need for repair,
improvement of non-current assets and the effectiveness of the already performed repair or
modernization.

For the analysis, which will allow to effectively manage these resources, you need relevant
accounting information, in particular that contained in the financial and statistical statements of the
enterprise, information on non-current assets contain balance sheet (form Ne1), notes to financial
statements (form Ne5), forms Ne 11-0Z, 1-depreciation. These sources of information are used for
retrospective analysis. Operational analysis is performed according to primary accounting. The
forecast analysis of efficiency of use of non-current assets is applied at an estimation of the
corresponding alternative administrative decisions. In order to conduct a qualitative and reliable
analysis, the necessary information must meet a number of requirements (See Tables No. 2).
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Table No. 2. Requirements for sources of information financial and economic analysis of non-current assets

Requirements Characteristic
. The information system must require a minimum of costs for the
Information . . .
efficiency coIIectlop, processing, storage and use of data, providing all the needs
of analysis and management
Objectivity of Information must be true, reliable, and objectively reflect economic
information facts, phenomena, and processes
Information for economic analysis can come from various sources
Unity of (regulatory, accounting, non-accounting), so it is necessary to eliminate
information the separation and duplication of different sources of information,
each economic phenomenon must be registered only once
The information must meet the needs of economic analysis, ie to
Analytical ensu're the receipt of data on those‘areas of activity and' with the
information details necessary for a comprehensive study of economic phenomena
and processes, identifying the impact of factors and determining
management reserves
The information needed to conduct an economic analysis should reach
Efficiency of the analyst as soon as possible. Only in this case it is possible to quickly
information influence the course of the production process, the results of economic
activity

Certain data that can be obtained from documents are used to analyze costs. Documenting
transactions with non-current assets can be carried out both on standard forms and on forms
developed by the company. This problem can be solved in different ways. The easiest way is to adapt,
i.e. adapt, the typical forms to modern requirements, to supplement them with the necessary
elements. But you can do otherwise: to enter the standard forms only those indicators that are
provided in them, and for the rest to develop an additional form, drawing it up as an appendix to the
standard form, or as a separate primary document. The choice of option in this case depends on the
number of indicators, which have no place, and this number, in turn, depends not only on the
requirements of the law, but also on the attention paid to management accounting, as the information
needs of business leaders can be much wider than the requirements of the law.

5. Conclusions

Therefore, recommendations for accounting and analysis of equipment overhaul costs:

a) for equipment that needs repair abroad, we offer not to sell it as non-working (scrap metal), but
to export and repair it abroad. The procedure of accounting for the cost of repairing equipment abroad
is proposed;

b) the algorithm of the analysis of expenses for capital repairs of the equipment which will provide
the balanced and substantiated estimation of expenses is offered.

Thus, the proposed recommendations can help the company to streamline and improve accounting
and analysis of equipment overhaul costs, and spare.
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