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PECULIARITIES OF ACCOUNTING REPRESENTATION AND
WAYS OF IMPROVEMENT OF INVENTORIES IN
MANAGEMENT OF THE ENTERPRISE
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OCOBJIMBOCTI OBJIIKOBOI'O BIIOBPAKEHHSA TA IIJIAAXHW BAOCKOHAJIEHHSA
BUPOBHNYHUX 3AIIACIB B YITPABJITHHI AIAJIBHICTIO NI AITIPUEMCTBA

The article states that inventories are a very important element of any business. They are
considered as part of the material resources that do not participate in the production process, but
their presence in a certain amount at the enterprise is an objective condition of its activities.

It is determined that the reasonable use of inventory is of great economic importance.

It is proved that the provision of inventory is a necessary condition for economic activity of the
enterprise, and the effective use of inventory is a necessary condition for the profitability of the
enterprise.

It is proved that a characteristic feature of inventories is that they belong to current assets. In other
words, inventories are intended for sale or consumption during one operating cycle or within 12
months from the balance sheet date.

It is stated that inventories are part of current assets because they can be converted into cash
during the year or one operating cycle. Working capital is a financial - economic category, which
follows from the existence of commodity-money relations and the organization of the enterprise.
Inventories are current assets that are held for sale or consumption during the operating cycle or
within 12 months of the balance sheet date.

In the inventory is reflected in the accounts of class 2, depending on their purpose. The unit of
inventory accounting is their name or homogeneous group (type). It is proved that the rational



management of inventories in the first place requires timely operational accounting for their receipt
and use.

It is necessary to control and improve the process of accounting at each site of inventory
accounting to obtain reliable information about the receipt, use, internal movement of inventories,
compliance with norms and established limits at the enterprise.

The offered detailed description of separate subaccounts of the account of production stocks will
allow to simplify reception of the accounting information for its effective use in production process.
Effective inventory management has been shown to significantly shorten the operating production
cycle, helping to reduce inventory costs and freeing up some working capital. These measures will
help increase the rational use of inventory and increase the efficiency of the enterprise.

B cmammi ecmanoeneno, wo sanacu - Oydce 8axciusuii enemeHm 0yov-akoeo 0OisHecy. Bowuu
PO32150aA0OMbCA AK YACMUHA MAMeEPIalbHUX pecypcis, sAKi He Oepymbv yuacmv y GUPOOHUHUOMY
npoyeci, ane ix HAsABHICMb Y BUSHAYEHOMY 00CA3I HA NIONPUEMCMBI € 00'EKMUBHOI YMOBOIO U020
OisANbHOCMI.

Busnaueno, wo posymme GUKOpUCMAHHA MOBAPHO-MAMEPIANbHUX YIHHOCMEU MAE 8adCIUBe
E€KOHOMIYHE 3HAYEHHA.

Jlosedeno w0 3abesneyeHus MOBAPHO-MAMEPIATLHUX YIHHOCME € HeoOXIOHOW YMOBOI0
20Cn00apcbKoi OisibHOCMi NIONPUEMCmeEa, a eghekmusHe SUKOPUCMAHHA MOBAPHO-MAMEPIATbHUX
YiHHOCMell € HeOOXIOHOI YMOBOIO NPUOYMKOBOCMI NIONPUEMCMEA.

Hosedeno w0  xapakmepHol — 0cobaugicmio  3anacie € Mo W0  GOHU  HANEHCAMb
00 obopomHux akmugig. Inakuie Kadxcyuu, sanacu npusHadewi 0na peanizayii abo cnodCUBaHHs
APOMA2OM 0OHO20 ONEPAYItiHO20 YUKy abo npomsazom 12 micayie 3 damu 6anaucy.
Konucmamosano, wo 3anacu 6ionocamocs 00 ckiady 000OpOMHUX AKMUBIE, MOMY WO MOXCYMb
Oymu nepemeopeHi Ha 2pOUlOi KOWMU NPOMALOM POKY abo O00HO20 ONepayitiHozo YUKIY.
ObopomHi 3acobu € QiHancoso - eKOHOMIYHOI Kame2opiclo, AKA GUNIUBAE 3 ICHYB8AHHS MOBAPHO-
2POULOBUX BIOHOCUH MA OP2aHi3ayii OisIbHOCMI NIONPUEMCMEA .

Busnaueno, wo, 3anacu — ye obopomni akmusu, aKi npusHaweHi 0 peanizayii abo CnONCUBAHHS
nPOMA2OM Onepayiino2o yukiy abo npomsaeom 12 micayie 3 oamu 6anaucy. B o6niky 3anacu
8I000padicaromob HA PAXyHKAX Kiacy 2 3anexcHo 6i0 ix npusnadenHs. Qounuyero 6yxeanimepcovKozo
001Ky 3anacis € ix HatlMeHy8anHs abo 00HOPIOHA epyna (8uo).

Jlosedeno, wo payionanvHe YNpasuiHHA BUPOOHUYUMU 3ANACAMU 8 Nepuly uepzy nompeodye
CBOEYACHO20 ONEPAMUBHO20 OONIKY 3a iX HAOXOO0XHCEHHAM I auKopucmauHam. Ilpu ybomy Heob6XioHo
KOHMPOA08amu. ma B600CKOHAN08AMU Npoyec opeaHizayii 00Ky HaA KOJNCHIU OLIAHYI 00Ky
3anacié 0si OMpUMAaHHA 00CMOGIPHOI IHopmayii npo HAOX0OHCEHHS, BUKOPUCMANHS, GHYMPIUHE
nepemiujenHs 3anacie, QOMpUMAHHA HOPM MA 6CMAHOBIEHUX JIIMIMI6 HA NIONPUEMCMEI.
3anpononosano demanvHull ONUC OKpeMUX CYOPAXYHKI8 O00ONIKY SUPOOHUYUX 3aNacié 003601uUmb
cnpocmumu OMmpUMAants 001iK08oI iHghopmayii 015 eghekmuHo2o ii BUKOPUCMAHHA Y BUPOOHULOMY
npoyeci.

Jlosedeno, wo eghexmusne ynpasniHHA 3anacamu Modce 3HAYHO CKOpOMumu onepayiuHull
BUPOOHUYULL YUK, WO OONOMA2AE 3MEHWUMU eumpamu, Nnog’s3ani 3i 30epicaHHaM 3anacie, i
3BINbHAE YACMUHY 000POMHUX KOULMIS.

Ilepepaxosani  3axo0u  0ONOMONCYMb  NIOGUWUMU — PAYIOHATbHE  BUKOPUCMAHHA  MOBAPHO-
mMamepianvHux YyiHHocmeu ma niosuumu eexmusHicms OisiibHOCMI NIONPUEMCMEA.
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Kniwowuosi cnoea: axmueu; eupobunuui 3anacu; 20cnooapcbka ONepayis; MamepiaibHi pecypcu;
00UHUYSL OOTIKY.

Problem statement: Creation and maintenance of production stocks of the enterprise is to achieve its main
function - ensuring the continuity of the production process.



Inventories are part of a continuous process of economic activity and are characterized not only by the size of
the structure, but also by liquidity. Inventories are current assets as well as assets that are useful to the company. On the
other hand, inventories are funds that can be misused. Therefore, inventories are a multifaceted category, the quality and
content of information generated in the accounting process depends on the results of the enterprise and the level of
efficiency of its use.

In the process of reforming the domestic accounting system, the adoption of national standards in combination
with new international accounting standards changed the requirements for accounting for the efficiency of inventory use
and expanded its tasks.

That is why the relevance of the chosen topic requires further research in terms of organization and methods of
inventory accounting in the management of the enterprise.

Analysis of recent research and publications: Many publications have been written on the topic of inventory
accounting, and many authors and scientists have repeatedly returned to this issue, reviewing and researching it. A
significant contribution to the analysis of accounting for the use of inventories was made by such scientists as F.F.
Butynets, V.G. Linnik, M.T. Bilukha, L.V. Zhilkina, O.C. Borodkin, P.P. Nimchinov, B.I. Valuev and others.

Forming the aims of article: research of features of definition and the account of production stocks in
implementation of management of activity of the enterprise.

Presenting main material: Inventories are a very important element of any business. They are considered as
part of the material resources that do not participate in the production process, but their presence in a certain amount at
the enterprise is an objective condition of its activities. Reasonable use of inventory is of great economic importance.
Provision of inventory is a necessary condition for economic activity of the enterprise, and the effective use of
inventory is a necessary condition for the profitability of the enterprise.

According to paragraph 4 of Accounting standards 9 inventories are assets that:

- are held for resale under normal business conditions;

- are in the process of production in order to further sell the product of production;

are retained for consumption during production, works and services, as well as enterprise management.

Inventories can be recognized as assets only if the following conditions are met:

1) the risks and benefits associated with the right of ownership or the right of full economic management
(operational management) of the acquired (received) stocks have been transferred to the enterprise;

2) the company manages inventories and controls them;

3) there is a possibility of future economic benefits associated with the use of inventories;

4) the value of inventories can be reliably determined.

A characteristic feature of inventories - they belong to current assets. In other words, inventories are intended
for sale or consumption during one operating cycle or within 12 months from the balance sheet date.

The classification of inventories provides for the division of inventories for accounting purposes depending on
the way in which they are obtained and the direction in which they will be used. According to this classification,
inventories include:

— raw materials, basic and auxiliary materials, fuel, spare parts, semi-finished products, components and other
tangible assets intended for production, performance of works, provision of services, production maintenance,
administrative needs and sales;

— work in progress in the form of unfinished processing and assembly of parts, assemblies, products and work
in progress;

— finished products, which are manufactured at the enterprise, intended for sale and meet the technical and
qualitative characteristics provided by the contract or regulatory legal act;

— goods in the form of tangible assets purchased (received) and held by the enterprise for resale;

— low-value and perishable items (hereinafter — LVPI), which are used for no more than one year or the
normal operating cycle, if it is more than one year;

— current biological assets that are valued, as well as agricultural and forestry products after its initial
recognition.

For the organization of the synthetic account of existence and movement of production stocks at the enterprises
the account 20 "Production stocks" on subaccounts is used, which are reflected in figure 1.



20 Inventories
> 201 «Raw materials»
> 202 «Purchasing semi-finished products and components»
> 203 «Fuel»
> 204 «Containers and container materials»
> 205 «Building materials»
> 206 «Materials transferred for processing»
> 207 «Spare parts»
> 208 «Agricultural materials»
> 209 «Other materials»

Fig. 1 — Sub-accounts of inventories

The debit of account 20 "Inventories" and it reflects the receipt of relevant inventories to the company and
increase their value as a result of revaluation, on credit - the cost of production, leave for processing, to the side, as well
as reducing the value of inventories due to revaluation.

The classification of inventories is presented in table 1.

Table 1 — Classification of inventories

Account (sub-
account) of Contents of the account (sub-account)
accounting

This sub-account reflects the presence and movement of raw materials and basic materials
that are part of the manufactured products or are necessary components in its production.
201 «Raw Here reflect the auxiliary materials used in the manufacture of products or for economic
materials» needs, technical purposes and assistance in the production process. Enterprises that procure
agricultural products for processing also reflect their value on this sub-account. Contracting
construction enterprises keep on this sub-account the account of the basic materials which
are used at implementation of construction and installation and repair works.

This sub-account reflects the presence and movement of purchased semi-finished products,
finished components, which are purchased to complete the products and require additional
202 «Purchasing labor costs for their processing or assembly.

semi-finished On the same sub-account research and design organizations reflect the components
products and purchased by them for scientific (experimental) work, special equipment and tools, devices
components» and other devices.

Products purchased for the completion of finished products, the cost of which is not included

in the cost of production of the enterprise, reflect on account 28 "Goods".

It takes into account the availability and movement of fuel (petroleum products, solid fuels,

203 «Fuel» lubricants), which is obtained or harvested for the technological needs of production,

operation of vehicles, as well as for energy production and heating of buildings. This sub-

account also records paid coupons for oil and gas.

204 «Containers and | It reflects the presence and movement of all types of packaging (except packaging used as

container materials» | household equipment), as well as materials and parts used for the manufacture of packaging

and its repair (parts for assembling boxes, barrel rivets, etc.)

On this sub-account, developers reflect the movement of building materials, structures and

205 «Building parts, equipment and components to be installed, and other tangible assets required to
materials» perform construction and installation work, manufacture of building parts and structures.




This sub-account takes into account the materials that are transferred for processing to the

206 «Materials party and which are then included in the cost of products obtained from them.
transferred for Analytical accounting of materials transferred for processing is conducted in a section that
processing» provides information about processing enterprises and control over processing operations

and related costs.
Here the account of the bought or made spare parts, ready details, knots, units which are
used for carrying out repairs, replacement of worn out parts of cars, the equipment, vehicles,
the tool, and also automobile tires in a stock and a turn is conducted. Here they keep records
of the exchange fund of complete machines, equipment, engines, assemblies, units created in
the repair departments of enterprises or repair enterprises.
207 «Spare parts» | Analytical accounting of spare parts is conducted by places of storage and homogeneous
groups (mechanical group, electrical group, etc.).
Analytical accounting of machines, equipment, engines, units and units of the exchange fund
is conducted in the following groups:

— serviceable (new and refurbished);

— subject to renewal (in stock);

— under repair.
This sub-account takes into account mineral fertilizers, pesticides to control pests and
208 «Agricultural | diseases of agricultural crops, biologicals, medicines, chemicals used to control diseases of
materials» farm animals. It also displays seedlings, seeds and fodder (purchased and self-grown) used
for planting, sowing and fattening animals directly on the farm.
This sub-account records forms of strict accounting (at cost), production waste (cutting,
209 «Other trimming, shavings, etc.), irreparable defects, tangible assets obtained from the liquidation of
materials» fixed assets that can not be used as materials, fuel or spare parts on this enterprise (scrap
metal, scrap), worn tires, etc.

Inventories are current assets because they can be converted into cash within a year or a single operating cycle.
Working capital is a financial - economic category, which follows from the existence of commodity-money relations
and the organization of the enterprise.

Thus, inventories are current assets that are intended for sale or consumption during the operating cycle or
within 12 months from the balance sheet date. In the inventory is reflected in the accounts of class 2, depending on their
purpose. The unit of inventory accounting is their name or homogeneous group (type).

Rational management of inventories in the first place requires timely operational accounting for their receipt
and use. It is necessary to control and improve the process of accounting at each site of inventory accounting to obtain
reliable information about the receipt, use, internal movement of inventories, compliance with norms and established
limits at the enterprise.

It is very important to classify the materials so that the deviation of the value can be more accurately
distributed according to the cost range. However, given that part of the deviation depends on the volume or weight of
the goods transported, it is recommended to distribute in proportion to the natural indicators. A detailed description of
individual sub-accounts of inventories will simplify the receipt of accounting information for its effective use in the
production process.

Suggestions for the use of additional sub-accounts for inventory accounting are given in the table 2.

Table 2 — Offered subaccounts of accounting of stocks of the enterprise

According to the current method According to the recommended method
Materials Sub- Materials Sub-
account account
Raw materials Raw materials Basic materials 201.1
201 Auxiliary materials 201.2
Semi-finished 202.1
Purchasing semi-finished products Semi-finished products products of own
and components 202 production
Purchasing semi- 202.2
finished products
For production 203.1
Fuel Fuel 203 purposes
For technological 203.2
| H purposes
Containers and container materials Containers Disposable 204.1
204 Reusable 204.2
Materials of own 205.1
production




Building materials Building materials 205 Purchasing materials 205.2
Materials of own 206.1

Materials transferred for processing Materials production
206 Purchasing materials 206.2
Spare parts of own 207.1

production
Spare parts Spare parts 207 Purchasing spare 207.2

parts

Materials of own 209.1

Other materials Other materials 209 production
Purchasing materials 209.2

Such an accounting plan will contribute to the effective internal management of activities and provide control
over the implementation of supply contracts, obtaining quality raw materials, the formation of production costs. The
process of purchasing raw materials, as well as the costs associated with transportation, should be reflected in the
accounting. At the enterprise for accumulation of the information on transport and purchasing expenses various
accounts in system of management of the enterprise are used.

Conclusions from this study: Therefore, to ensure the effective development of enterprises and growth of

production capacity in today's economic conditions, it is necessary to establish a new inventory management system.
Therefore, shares occupy a special position in corporate ownership and occupy a dominant position in the cost structure.
The efficiency of economic activity largely depends on the evaluation and rational use of inventory.
Establishing a category of "inventories" is not only an object of accounting, but also an object of management. The
enterprise determines the identification of inventories as part of assets at the initial stage of its accounting. Effective
inventory management can significantly shorten the operating production cycle, helping to reduce inventory costs and
freeing up some working capital. The above measures will help increase the rational use of inventory and increase the
efficiency of the enterprise.
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