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This article outlines the features of the audit of costs for the improvement of fixed assets at the enter-
prise. One of the important tasks facing the accounting department is to provide information about
expenses on improvement of fixed assets for the purpose of effective management of production and
financial activities of the company. It is investigated that the main task of asset audit is the collection
and processing of reliable information about assets and the formation of audit opinions on this basis.
It was found that in the process of organizing an audit, the internal audit of the company becomes
important. It is noted that during the audit of assets an important role in the work of the auditor is played
by the formation of working documents that the auditor uses in planning, preparing and conducting
inspections, summarizing their data. The list of expenses for improvement of fixed assets for the basic
enterprise is covered and outlined the directions of improving the accounting, analysis and audit of
costs for the improvement of fixed assets.
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Y cmammi sucsimieHo ocobiugocmi aydumy sumpam Ha MOJIMWEHHsT OCHOBHUX 3acobi8 Ha
nionpuevcmsi. 3abesnedeHicms MidrnpueMcmsa OCHOBHUMU 3acobamu € HeOBXIOHOK YMOBOH 07151
30iticHeHHs1 20cr00apChKOi Qi/TIbHOCMI, @ MAKOX € 00HUM i3 HalBaXJTUBILLIUX (hakmopis MiOBULEHHST
eghekmusHocMI BUPOBHUYMBA. BIOMIHHOK pUCOH0 OCHOBHUX 3aC06i8 € IXHE 6bacamokpamHe BUKOPU-
CcmaHHs1 8 rpoyeci BUPO6HUYMBA, 36epizaHHs MOYAMKOB020 308HILLHLO20 BU2/ISI0Y MPOMSI20M Mmpu-
Ba/1020 nepiody. IMio Br/IUBOM BUPOBHUHO20 MPOYECY | 308HILIHE020 CepedoBuLLa BOHU 3HOWYOMbLCS
[10CMyroBo | MepeHOCsiMb CBOH M04aMKOBY BapmMICMb Ha BUMPaMU BUPOBHUYMBA MPOMs20M HOp-
MamusHO20 MepPMIHy excri/iyamaujii W/IsiXoM HapaxyBaHHs 3HOCY (amopmusayii) 32i0Ho scmaHos/ie-
Hux HopM. OOHUM i3 BaXk/IUBUX 3aB0aHb, sIKi Cmosimb Mepeo byxaaimepcbKuM O6/TIKOM, € Ha0aHHST
iHghopmayjii npo suMpamu Ha rosinWeHHs OCHOBHUX 3aco6i8 3 Memoto eheKmuUBHO20 Yrpas/liHHsI
BUPOGHU4O-ChiHAHCOBOIO OiSi/TbHICIIIO MIGMPUEMCMBa. Buxodsu 3 BUMO2 YUHHO20 3aKOHOO0aBCmBaa,
Memoto ayoumy sumpam Ha rosifnweHHsl OCHOBHUX 3aco6iB Ha MidrnpueMcmsi € BUC/IOB/IEHHS
ayoumopom OyMKU MpO me, Hu 8idrosioae chiHaHcoBa iHghopmayisi Woodo hopMyBaHHs sumpam
Ha ro/linuweHHs1 OCHOBHUX 3acobis Ha MidrnpueEMCMSI 8 YCIX CYmMMeBUX acrnekmax HopMamusHUM
9doKyMeHmam, siKi peaiaMmeHmyoms rMopsiook ii Md20moBKU | Ha0aHHs1 Kopucmysadyam. [oc/lioxeHo,
WO OCHOBHUM 3aB0aHHs1 ayoumy akmusig € 36UpaHHsi ma 06pobka 0ocCmosipHOI iHghopmayji' rpo
aKkmusu i ghopmyBaHHS1 Ha Yiti OCHOBI ayOUMOPChLKUX BUCHOBKIB. 3'C0BaHO, W0 8 rpoyeci opaaHisayjii
ayoumopChLKOI NepesipKu BaX/IUB020 3HaYEHHsI Habysae BHympiLUHIt aydum nidrnpuemcmsa. 3a3Ha-
4eHo, Wo nid Yac ayoumy akmusis BaxJ/iusy posib 8 pobomi aydumopa sidiepae hopMyBaHHsI pobo-
qux OOKyMeHMIB, siKi ayoumop BUKOPUCMOBYE Mi0 Yac r/1aHysaHHsl, Mo20mosku ma rMpoBeoeHHs!
epesIpoK, y3a2a/lbHeHHS ix 0aHuUX. Bucsim/ieHo nepenik sBumpam Ha MoinweHHs1 OCHOBHUX 3aco6is
07151 62308020 nidnpuemcmsa. O3Ha4eHo, Wo pe3y/ibmam ayoumopChKoi Nepesipku oghopM/IsieEMbCS
dsoma nidcyMKosUMU OOKyMeHmamu, siki ckiadae ayoumop: 38im npo pe3y/lsmamu ayoumopchKoi
repesipku ma ayoumopCbKull BUCHOBOK. OKPEC/IeHO HarpsIMKU MOKpaujeHHs1 BEOEHHS 007Ky,
aHasizy ma ayoumy sumpam Ha ro/linuweHHs1 OCHOBHUX 3acobis.

KntouoBi cnoBa: 6yxeasimepcbkuli 0671k, ayoum, sumpamu Ha Mo/inuWeHHs1 OCHOBHUX 3aco0is,
ayoumopcbka repesipka, ayoumopchbKuli BUCHOBOK.

Formulation of the problem. The provision of the
enterprise with fixed assets is a necessary condition
for economic activity, and is also one of the most
important factors in improving production efficiency.
A distinctive feature of fixed assets is their repeated
use in the production process, preservation of the
original appearance for a long period. Under the
influence of the production process and the external
environment, they wear out gradually and transfer
their initial cost to the cost of production during
the standard service life by accruing depreciation
(amortization) in accordance with established norms.

One of the important tasks facing the accounting
department is to provide information about the cost of
improving the fixed assets for effective management

of production and financial activities of the company.
However, the quality of such information and the
objectivity of its presentation in reporting have
recently lost their usefulness to users. The main
reason for this situation is the weak methodological
development of regulations governing the cost of fixed
assets, unregulated tax legislation, their constant
changes and rapid adaptation of National Accounting
Regulations to International Financial Accounting
Standards.

Economic transformations are aimed at reforming
the economic mechanism, a special place in which
is the organization of accounting and control of the
availability, movement and technical condition of fixed
assets. In addition, some aspects of their accounting
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and control of national standards directly at the
enterprises, are insufficiently covered in the economic
literature.

Thus, the study of accounting, analysis and audit
of costs for the improvement of fixed assets in the
enterprise is relevant.

Analysis of recent research and publications.
Ukraine's transition to the principles and methods of
accounting and compilation of financial statements
in accordance with the International Accounting
Standards led to significant changes in the order of
accounting of fixed assets.

The primary issues that characterize the
procedure for organization of accounting and
control of fixed assets were considered in detalil
by ukrainian and foreign economists. Significant
contribution to the development of the theoretical
foundations and methodological approaches to the
problem of accounting and analysis of costs for
repairs and improvements of basic equipment were
made by the leading economists: A. V. Alexeyeva,
M. T. Bilukha, M. I. Bondar, F. F Butinets,
S. F. Golov, A. P. Grinko, M. V. Kuzhelny, V. G. Linnik,
L. G. Lovinska, R. J. Ovcharik, V. F. Paliy, M. S. Palyukh,
S. F. Pokropivny, V. V. Sopko, V. G. Shvets and others.
However, some issues are insufficiently studied and
require careful research and scientifically sound
recommendations, as the method of accounting in
general and, in particular, fixed assets has changed
significantly.

Statement of work. The purpose of the work is
to study the accounting and highlight the features of
the audit of the cost of improving fixed assets at the
enterprise.

Presentation of the main material of the study.
The market economy and the large number of legally
separate economic entities, in which the interests
of many stakeholders intersect, have necessitated
independent financial control. According to the Law

of Ukraine "About the audit of financial statements
and audit" [1], the entrepreneur has the right to
carry out independent control over its financial and
economic activities on a commercial contractual
basis for an appropriate fee. This type of external
control is called an audit. Audit — is an inspection of
public accounting statements, accounting records,
primary documents and other information about
financial and business activities of economic entities
for the purpose of determining the reliability of their
accounts, its completeness and compliance with
the current legislation and established standards.
The Law, in addition, defines the legal basis for the
organization and conduct of auditing in Ukraine,
which is regulated by International Organization of
Supreme Audit Institutions (INTOSAI) [2], which since
2015 are mandatory for Ukrainian auditors (Fig. 1).

Based on the requirements of current legislation,
the purpose of the audit of costs to improve fixed
assets at the enterprise is to express the auditor's
opinion on whether financial information on the
formation of costs for the improvement of fixed assets
in all material respects. It should be noted that the
organization of the audit of costs for improvement of
the basic facilities is one of the important areas of
control, as an effective tool for managing the financial
results of the enterprise as a whole.

In order to achieve the main goal of the audit,
as well as to satisfy the needs of users in obtaining
complete, truthful and uninterrupted information about
expenses on improvement of the main assets at the
enterprise, the auditor needs to perform the following
tasks (Fig. 2)

Proceeding from the set tasks of the auditor's
revision of the formation of costs for the improvement
of fixed assets, it should be noted that during the
organization of the indicated audit, the auditor must
collect the auditor's evidence, which testify to the
distortion of information in the primary documents and

Levels of normative and legal regulation of auditing in Ukraine

| level

Law of Ukraine "On Auditing"

Il level

Code of professional ethics for auditors

Il level

International audit standards

Figure 1. The structure of regulatory and legislative audit regulation in Ukraine
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The main tasks of the audit of costs for the improvement
of the basic equipment at the enterprise:

to receive evidence of the validity
of the cost of operations
for the improvement of the basic equipment;

evaluate the status of internal control over
costs for the improvement of fixed assets
at the enterprise;

obtain documentary evidence of the validity
of cost data to improve fixed assets;

confirm the correctness of the assessment
of the cost of improving fixed assets;

make sure that the indicators of synthetic
documents are comparable, as well as
financial, accounting and tax reporting

on the cost of improving fixed assets, etc.

confirm the accuracy of the definition
and reflection in the cost accounting
to improve fixed assets;

Figure 2. The task of the audit of costs for the improvement of the main assets at the enterprise

financial statements of the company to accumulate
information about expenses for the improvement
of fixed assets. In other words, audit evidence is
information obtained by the auditor to form an opinion
on which the preparation of the audit opinion and
report is based. The auditor should obtain an amount
of audit evidence that would enable the necessary
conclusions to be drawn, using which the overall
audit opinion will be prepared. Audit evidence is
obtained through a proper combination of tests of
control systems (Fig. 3) and verification procedures.
They consist of the primary documents and accounts
underlying the financial statements, as well as
supporting information from other sources provided
by the sufficiency and propriety criteria, which are
interrelated and relate to audit evidence obtained
from both testing control systems and during the
implementation of the validation procedures.

Sufficiency is a measure of the amount of audit
evidence, relevance is a measure of their quality and
reliability and consistency with a particular assurance.
The auditor relies on audit evidence that is not only
sufficient but also convincing.

In addition, the auditor seeks audit evidence from
different sources of information and of a different
nature to confirm the same assertion.

The main sources of information when obtaining
audit evidence on the formation of costs for the
improvement of fixed assets at the enterprise are:
primary documents (acts of work performed (services
provided), information on defects, limit-intake cards,
dimensional maps, invoices for spare parts, cards
accounting of fixed assets, acts on the write-off of
spare parts, orders, directives of the head of the
enterprise, etc.; accounting policy of the enterprise
(order on accounting policy); accounting registers
(information, journals); business reports; legislative

and regulatory documents on the formation and
writing-off of expenses for the improvement of fixed
assets, materials of previous audits, etc.

It should be noted that one of the most important
stages of the audit of the cost of improving fixed
assets at the enterprise is the planning of the audit
and the development of its overall strategy, which is
carried out at the initial stage of the audit. The auditor
is required to clearly anticipate, monitor and account
for the processes of his activity in order to ensure the
most effective procedures at each stage of the work.

During the audit of the cost of improving fixed
assets animportant role in the work of the auditor plays
the formation of working documents — the auditor's
records made during the planning, preparation and
conduct of inspections, summarizing their data,
and documented information obtained during the
audit client, third parties or oral communications
documented by the auditor through testing.

The essence of working documents, their content,
form, ownership and storage are set out in ISA
230 "Audit documentation”. The main purpose of
working documents is: development of an audit plan;
confirmation of the implementation of the inspection
plan; systematization of information collected in the
process of verification; organization of operational
management of the inspection process; creating
a basis for determining the effectiveness of the
work performed by each auditor; assessment of
the adequacy of current audit methods used in
accordance with current economic legislation.
According to ISA 230 "Audit documentation”, the
auditor is obliged to keep documentation on cases
related to decision-making based on the results of
audit procedures, which will later form the basis of the
audit opinion. Depending on the scope of the client's
work, the auditor should gather evidence to support
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or disprove the assertion that the financial statements
objectively, fully and accurately reflect the client's
financial condition, and that the business transactions
incurred to improve the cost of fixed assets are legal
and appropriate.

The work documentation includes information
that in the auditor's opinion is important for proper
performance of the audit and is intended to support
the conclusions and suggestions in the audit report.
During the planning and performance of the audit,
the work documentation helps to better perform the
audit and control the process of its implementation.
The working documentation registers the results of
audit examinations performed to confirm the taken
audit decisions.

The conducted research testifies to the fact that
during the audit of operations on accounting for
expenses on improvements in fixed assets at the
inspected company, the auditor, based on the primary
documents and data of analytical and synthetic
accounting of fixed assets, focused on the following
key issues:

— timeliness and correctness of documenting and
reflecting expenses for the improvement of fixed
assets in the accounting registers;

— correctness of calculation of the amount of costs
written off for repair of the main assets into property,
as well as displaying this data on the synthetic
accounting registers;

— correctness of writing off costs for repair of the
main assets.

Study of operations related to capital investments
(expenses for improvement of fixed assets) is
conducted on the basis of the approved title lists,
guotations, technical documentation and signed
contracts with enterprises. Auditors will assess
the legality and validity of expenditures on capital
investments, whether they comply with current
approved technical documentation and sources of
financing. Establish cases of understatement of the
cost due to various shortcomings and lowering the
quality of work, examining the status of accounting for
capital contributions and the correctness of reporting
on them. Auditors pay attention to possible violations,
including:

— accidental loss of fixed assets as a result of
the unsatisfactory state of analytical accounting and
inaccurate accounting on a monthly basis;

— use of fixed assets by the management for their
own purposes under the guise of temporary use
when there is no appropriate internal control at the
company, as well as possible further write-offs;

— replacement of new parts of fixed assets by
obsolete ones that were in operation and written off,
but not written off;

— writing off fixed assets according to acts that
have not been executed in accordance with the
current normative acts;

Bunyck 65. 2022

— recording in the accounting records of the
reacquisition of components, parts after liquidation of
fixed assets;

—decrease in the initial value of main assets
subject to liquidation;

— increase in the initial cost of main asset items
at the expense of their inclusion into the cost of
expenses related to other business operations;

— lowering of the primary cost of fixed assets or
some of their parts;

—use of fixed assets not for their intended purpose;

— failure to calculate depreciation in the amount
and periods of presence and operation of the main
assets;

— lack of inventory of capital costs of leased fixed
assets;

— during the inventory not much attention is paid to
studying the availability of documents on fixed assets
and their conformity to passports. This list is far from
being complete and can be supplemented during the
audit process.

At the end of the audit, the auditor prepares two
final documents: the report on the results of the audit
and the auditor's opinion.

For the users of public financial statements
the auditor issues a clear opinion on the audited
financial statements, compliance of the statements
in all essential aspects with the Regulations on the
procedure of preparation of financial statements
and accounting principles, provided by the Law of
Ukraine "On Accounting and Financial Reporting in
Ukraine" [3] and the National Accounting Regulation
(Standard) 1 "General requirements for financial
accounting” [4]. The procedure for compilation of the
report is regulated by ISA 700 "Formation of opinion
and issuance of a report on financial accounting”,
ISA 800 "Special Considerations — audits of financial
accounting, compiled in accordance with the
conceptual framework of the audit of special purpose".

Auditor's report on the results of the audit — is a
documentary reflection by the auditor of revealed
failures, discrepancies and deviations from the law
and established standards for conducting business
activities, bookkeeping and accounting reporting, as
well as the auditor's assessment of the accounting
system and reliability of reporting as of a certain
date. Information contained in the audit report must
be more detailed, reliable and competent, as well
as independent, objective and truthful. The audit
report shall be prepared in a confidential form,
intended for the auditor, and its contents shall not be
made public.

Auditor's opinion is an official document certified
by the signature and seal of the auditor (audit firm),
which is drawn up in the prescribed manner based on
the results of the audit and contains conclusions on
the completeness and compliance with applicable law
and accounting standards for financial and economic
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Internal control system verification tests
and cost accounting systems
to improve fixed assets at the enterprise:

» whether conditions have been created to ensure the preservation of the main assets;
» who controls the preservation and use of fixed assets;
» whether the cost of improving fixed assets is planned, when, how many times;
» how much control is exercised over the accuracy of the norms of writing off costs
for the improvement of fixed assets;
» whether the legality and appropriateness of writing off expenses for the improvement
of fixed assets is verified;
» how analytical accounting of costs for the improvement of fixed assets is organized;
» compliance with the schedule of documents on the formation of costs for the
improvement of fixed assets at the enterprise;
» how well the assets for modernization, repair and other types of work are formed at the base
» how often the data of analytical and synthetic accounting of the formation of costs
for the improvement of the basic equipment are checked;
» whether the company maintains tax records of expenditures on the improvement
of fixed assets in accordance with the requirements of the current legislation;
> eftc.

Figure 3. Typical tests of internal control system and accounting system
of expenditures on improvement of fixed assets at the enterprise

activities. The content of this document depends
on the specific circumstances and the results of the
audit. Therefore, the form of the auditor's report may
be supplementary.

Summarizing of the results of theoretical and
practical research provide an opportunity to say that
the results of the audit of operations for the formation
of costs for the improvement of fixed assets are the
following errors:

1) missing primary documents, on the basis of
which the cost of fixed assets of the company was
increased at the expense of their improvement
(modernization, modification, etc.);

2) errors in calculating depreciation for fixed
assets including expenses for their improvement;

3) incorrect assessment and re-assessment of
modified (upgraded) fixed assets, etc.

Thus, during the audit of expenses forimprovement
of the basic facilities and formation of the audit opinion
at the basic enterprise, the auditor should pay special
attention to the formation of expenses for:

a) modification and modernization of fixed assets
in order to prolong their useful life or increase their
production capacity;

b) replacement of certain parts of equipment to
improve the quality of products (works, services);

c¢) implementation of a more efficient technological
process, which will reduce the first estimated
production costs;

d) construction of buildings, which will increase the
number of places (area) of buildings, the volume and

quality of work (services) performed or the conditions
of their implementation.

Moreover, it is necessary to pay attention to the
fact that to improve the organization of the audit of
repairs, modernization and reconstruction of basic
facilities at the enterprise is advisable:

— to strengthen control over material costs at all
stages of repair works and works on modernization
a— todetermine the actual consumption of materials
for repair by inventory method (by recalculation by
the fact);

— to exercise operational control over the material
costs of repair work by obtaining daily information
about their expenditure, using the data of primary
documents, comparing the actual expenditure and
expenditure according to standards; control over the
implementation of the cost plan of works.

Conclusions from the study. On the basis of
the conducted research we can make the following
conclusions: It was found that the main task of
the audit of assets is collection and processing of
reliable information about the assets and formation
of audit conclusions on this basis. Among the basic
principles of the audit of assets can be distinguished
the following: universality, generality, accuracy,
transparency, scientific rigor, consistency, efficiency,
publicity. Audit of assets is performed in accordance
with auditing standards, which formulated the same
basic requirements for the quality of the audit, which
ensures that when they are met, the level of assurance
of the results of the audit review. It was found that in
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the process of organizing an audit, the internal audit
of the company becomes important. Internal audit
solves the following tasks for the client: examines
the asset control system, checks the compliance of
current control with the company's policy, analyzes
risk and bankruptcy situations, uses know-how to
increase profits and efficiency of new technology
and takes other measures to promote enterprise
development in financial business. The organization
of internal audit of the company is proposed to be
carried out with the help of an internal auditor in
accordance with the schedule (plan) of internal audits.
It is noted that during the audit of assets an important
role in the auditor's work is played by the formation
of working documents, which the auditor uses during
the planning, preparation and performance of audits,
summarizing their data. The work documentation
includes information which in the auditor's opinion is
important for proper performance of the audit, and
which should confirm the findings and propositions
in the auditor's opinion. As practice shows, working
documentation of the auditor is presented in the form
of standard forms and tables on paper or filled out on
electronic media. It is noted that the result of the audit
is formalized by two summary documents drawn up by
the auditor: a report on the results of the audit and an
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auditor's opinion, which is formed in accordance with
the established procedure following the results of the
audit and contains a statement on the validity of the
financial statements, completeness and compliance
with the current legislation and established standards
for financial and business accounting. Defined the
directions of enhancing the accounting, analysis and
audit of costs for the improvement of fixed assets.
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