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CHARACTERISTICS OF THE METHODS OF ASSESSMENT
OF STOCK DISPOSAL TAKING INTO ACCOUNT THE SPECIFICITY
OF THE ACTIVITY AS A SEPARATE ELEMENT OF THE
COMPANY'S ACCOUNTING POLICY

The article examines the peculiarities of using possible methods of assessing the disposal of stocks
depending on the individual situation, sphere and specifics of the activity of an industrial enterprise, and de-
fines their main advantages and disadvantages in accordance with the National accounting regulations
(standards) and International Financial Reporting Standards. It has been determined that stock assessment
is an important prerequisite for the effective organization of stock accounting at the enterprise, which affects
the accuracy of determining the financial results of its activity. In Ukraine, as in most other countries of the
world, stocks are valued according to the actual costs of their acquisition at the time of receipt or use of
stocks for production needs. The authors have conducted an analysis of the existing methods of inventory
disposal assessment (method of identified cost, weighted average cost, FIFO, regulatory costs and sales
price), which makes it possible to choose the most optimal of them for a separate group of stocks, taking into
account the specific conditions of a particular enterprise. Directions for increasing the efficiency of inventory
management at an industrial enterprise have been proposed.

Key words: inventory, methods of estimating inventory disposal, FIFO, identified cost method,
weighted average cost method, standard cost method, selling price method.
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Statement of the problem and its connection  disposal depends. The completeness of the income data
with important scientific and practical tasks. The basis  obtained by the business depends precisely on the choice
of the development of human society is material produc-  of valuation method, as this can lead to an increase in the
tion in order to satisfy all material needs. It is important ~ taxable income of the business if the wrong disposal
for an enterprise to have production inventory for produc-  method is chosen in case of a rise or fall in the market

tion of products and provision of services. prices of certain inventories.

Production stocks are determined as various fac- The analysis of the latest publications on the
tors of production. They are used as objects of labor in  problem. In scientific and practical works, M. Boytsov,
technological processes. They are fully consumed at all ~ O. Brovko, F. Butynets, Y. Bakun, V. Fesenko, S. Golov,
stages of production and fully affect the final cost of the ~ N. Dombrovska, P. Garasym, M. Pushkar, V. Zavhorod-
finished product. niy, M.S. Samko, H.M. Chamota and other scientists con-

The receipt of inventory by a business and its  sidered the issue of inventory accounting and valuation,
sale is subject to taxes such as value added tax and in-  but the question of how trade enterprises choose the op-
come tax, as there is also a tax credit, total cost of inven-  timal way of inventory disposal remains unsolved.
tory acquisition and tax liability on the sale of inventory. V.V. Fesenko substantiates his vision that the

Production stocks are often the most important ~ formation of financial results and profitability is affected
part of the assets of an industrial enterprise, so it is neces- by the method of inventory write-off, and also has an
sary to study the issues on which the assessment of their ~ impact on the value of current assets in the structure of
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the balance sheet at the end of the reporting period, on the
liquidity and financial stability of the enterprise, on the
formation of income tax before taxation from activities
enterprises. In our opinion, it is appropriate to say that
inventory valuation depends on many factors, the main of
which is the inventory accounting system chosen by the
enterprise. [2, Art. 55]

Forming of the aims of the research. Inventory
placement assessment is the process of determining the
value of inventory written off the company's balance
sheet. The enterprise independently chooses the valuation
method, comprehensively taking into account the peculi-
arities of the enterprise's inventory management, invento-
ry classification, inventory pricing policy, technical capa-
bilities of accounting automation, turnover and other fac-
tors. But at the same time, it is important to choose a
method that will allow for the most accurate assessment,
taking into account the interests of the owner of the en-
terprise and the specifics of trade activity [7].

The formation of commodity information in ac-
counting and the methodological basis of its disclosure in
financial reporting are regulated by the National account-
ing regulation (standard) (NP(S)BO) 9 "Inventories",
which is a standard compiled on the basis of the Interna-
tional Accounting Standard (IAS) 2 "Reserves" taking
into account the national characteristics of the economy
of Ukraine.

In accordance with clause 16 of the national
P(S)BO 9, inventory disposal is assessed using one of the
following methods: the identified cost of the correspond-
ing inventory maintenance unit, the weighted average
cost, the cost of the inventory that arrived first (FIFO),
regulatory costs, selling price [7]. The method of estimat-
ing the disposal of stocks is one of the elements of the
accounting policy of the enterprise, which is necessarily
reflected in the regulation on the accounting policy. Dur-
ing the formation of the regulation on the accounting pol-
icy of an industrial enterprise, it is necessary to correctly
determine the method of disposal of stocks for specific
groups of objects based on the analysis of the advantages
and disadvantages of existing methods of disposal of
stocks, taking into account the specifics of the enterprise's
activities, which determines the purpose of scientific re-
search.

Giving an account of the main results and
their substantiation. A necessary condition for enter-
prises to carry out production activities is the continuous
existence of a part of current assets in material form. To
carry out the production process, the enterprise must have
the necessary number of various labor items, the number
of which directly depends on the type and characteristics
of the enterprise's activity.

The object of work is a part of the property that a
person affects in the process of work with the help of
work tools. The object of labor participates in the produc-
tion process once and fully transfers its value to the fin-
ished product. They include: raw materials and materials,
fuel, semi-finished products, work in progress, spare
parts, packaging, etc. As a rule, the spheres of production
differ in the level of material intensity, labor intensity and
capital intensity.
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In some industries, material composition prevails
(construction, food industry, mechanical engineering, oil
refining, etc.), in others - labor costs (trade, household,
accounting, auditing, legal, etc.), in others - fixed assets
(electric power, gas industry, metallurgical industry, etc.),
as a result of which almost no production enterprise can
carry out activities without objects of labor (production
stocks). It's just that the share of these projects in the vol-
ume of production (implementation) is very different in
different industries.

The reliability of financial statements and the fi-
nancial condition of enterprises largely depends on the
correctness of the warehouse and cost accounting of
commodity values.

Therefore, accountants responsible for inventory
accounting face the following tasks [8]:

— timely execution of primary documents for
all operations that depend on the receipt, storage and use
of stocks;

— implementation of clear and complete control
over the timely receipt, storage and economical use of
goods in the production process in compliance with the
established norms of material consumption at all stages of
processing;

— obtaining of accurate data on the balances in
warehouses and production units and in other places of
storage and use on any date;
systematic control over transport and pro-
curement costs when purchasing goods;

— timely settlement with stock suppliers to con-
trol materials on the way;
control of implementation of material support

plans;

— establishment of a clear system of documen-
tation and document circulation;

— carrying out planned and unplanned invento-
ries and displaying their results in accounting;

— selection of a justified accounting policy re-
garding the method of stock assessment;

— timely identification of production stocks that
are not used in economic activity and can be used to mo-
bilize internal reserves, as well as finished products that
are not in demand and are illiquid,;

— display of inventory information in financial
and tax reporting in accordance with current legislation.

If in an enterprise, what was purchased yesterday
as a commaodity, tomorrow can become a raw material or
material, and vice versa, building materials can become
fuel, and fuel can become raw materials, etc. In this case,
they are classified as one or another type of inventory, or
depending on the importance of their use in this business.

By technical characteristics, reserves are divided
into groups, subgroups, types by name, type, degree, size
and similar factors. This classification of production
stocks is reflected in the nomenclature developed by the
enterprise - a systematic list of materials.

We have analyzed the existing methods of inven-
tory disposal assessment, identified their advantages and
disadvantages (Table 1).
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Table 1

Description of inventory disposal assessment methods*

Method The essence of the method Advantages Disadvantages
. . 1. The ability to manipu-
This method determines the cost 1. Special labeling indi- | late the size of the profit by

Identified cost

of each individual unit of inven-
tory. It is used to calculate the
price when:

1) a small assortment of stocks;
2) execution of special orders
and projects;

3) belonging to only one unit
with specific characteristics;

4) inexpensive prices for sup-
plies;

5) impossibility of
them with other stocks.

replacing

cates the price for each unit
of goods and material val-
ues, with the help of which
enterprises  control  the
movement of expensive or
cheap goods.

2. It is used when applying
accounting programs be-
cause it can track the
movement of specific units
for each item in inventory.

subjectively choosing
which shares to use during a
certain period of time.

2. The complexity and im-
practicality of control over
the assembly and use of
specific units of each inven-
tory item.

3. Identical stocks are ac-
counted for at different cost
prices, which is not always
convenient.

Weighted aver-
age cost

The assessment is made per
share by dividing the total num-
ber of shares in circulation at the
beginning of the reporting month,
plus the value of shares received
in the reporting month, by the
total number of shares at the be-
ginning of the reporting month
and shares received in the report-
ing month. The cost of inventory
depends on the purchase of in-
ventory at a higher price at the
end of the month. It is used when
identity verification and periodic
accounting systems are inappro-
priate.

1. Detailed calculations for
each unit of stocks are not
required.

2. The weight of expensive
inventory purchased at the
end of the month exceeds
the weighted average price
per unit of inventory in the
total inventory and, there-
fore, the cost of inventory
written off, which will help
reduce income tax.

1. During periods of rising

prices, this method forces
businesses to report on
profits which exceed the
real ones and pay excessive
taxes.

FIFO

The cost of the originally pur-
chased inventory must be at-
tributed to the inventory that was
originally disposed of.

It is used for:

1) inventory in the form of food
products (to avoid spoilage);

2) Enterprises with a preferential
income tax regime.

1. It is advantageous to use
it when it is planned to re-
duce purchases of materials
or when a drop in the price
of manufactured products is
expected.

2. It offers the highest level
of net profit during periods
of constant price growth.

1. In the period of infla-
tion, it ensures the availabil-
ity of unreasonably inflated
profits, which leads to the
payment of excess funds in
the form of income tax.

Standard cost

The standard accounting price is
set by the company and is used to
calculate inventory depreciation
for the month. At the end of the
month, prices are calculated
based on actual costs.

It is used by industrial enterpris-
es with complex technology.

1. Most costs are covered
by regulatory calculations.

2. It is possible to conduct
an inventory of work-in-
progress less often.

3. Separate accounting of
changes in norms, that is,
management of the imple-
mentation of the economy
regime.

1. Constant revision of the
norms of use of commodity
stocks, labor force and cur-
rent prices.

2. Covering the greater
part of the cost with calcu-
lations that command.

Selling price

The cost of goods sold is defined
as the difference between the sale
price of goods sold and the
amount of their trade mark-up.

It is used by businesses with a
significant reach or chain stores
with roughly the same level of
markup.

1. This method is common
in the field of retail trade.
Quickly reacts to price fluc-
tuations.

1. The balance sheet (re-
port on financial results)
shows the sale price of
goods less unrealized trade
allowances. The values cal-
culated in this way are very
approximate and may differ
from the actual cost of the
product.

* summarized by the authors based on sources [3; 5; 6]
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The study has shown that the FIFO method is
best suited for small businesses with small inventory re-
ceipts and disposals because they do not have extensive
classification policies. If the enterprise has a large inven-
tory of various names, and the intensity of changes in
these inventories is also large, it is best to choose the
weighted average cost method for its evaluation. Trade
enterprises should not apply the normative calculation
method. For retail enterprises, the selling price method is
optimal.

So, in our opinion, in today's conditions, the op-
timal method of inventory write-off is the selling price
method. But you should also not ignore other ways of
writing off stocks, since their choice depends mainly on
the specific situation and the field of business activity,
which requires additional study.

To improve the management of production
stocks of the enterprise, the following areas can be pro-
posed:

— increasing the efficiency of information support
for the management of the company's production base;

— improvement of automated systems of account-
ing and analytical work in the management of produc-
tion stocks and demonstration of rational inventory
methods.

— demonstration of the accounting system of ma-
terial costs for the development of new equipment and
production technology.

Conclusions and prospects of the further in-
vestigations. The conducted research shows that the effi-
ciency of inventory management is very important, in the
conditions of a market economy, increasing the level of

use of material resources is especially important. Improp-
er accounting systems lead to incomplete and untimely
receipt of reporting data and other information. However,
to date, some fundamental issues, the organization of
accounting for warehouse production stocks, remain de-
batable and need to be improved on the ground, depend-
ing on the production sphere and type of economic activi-
ty.

The company's choice of the best inventory valu-
ation method helps to increase working capital, attract
investment, ultimately achieve higher profits and improve
the financial condition of the company as a whole.

As a result of the study, directions for improving
the management of production stocks of an industrial
enterprise have been proposed.

The implementation of improved TMC account-
ing by domestic enterprises will significantly increase the
efficiency of their financial and economic activities.
Solving complex and controversial issues of management
of accounting and production analysis of business entities
in order to create prerequisites for more effective work in
the field of accounting will also be relevant.

The integration of production and accounting
systems and the creation of complex information envi-
ronments still exist, so the introduction of modern tech-
nologies will provide the necessary prerequisites for ob-
taining quality information for making effective man-
agement decisions. To solve the problems related to the
accounting of production stocks, it is very important to
implement automated tools that will make it possible to
solve important problems effectively.
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OCOBJIMBOCTI METOAIB OLIHKU BUBYTTA 3AlNACIB
3 YPAXYBAHHAM CNEUN®IKU OIANBHOCTI AK OKPEMUU ENEMEHT
OBJIIKOBOI NMONITUKU NIANPUEMCTBA

3anacw, sk NnpaBuno, € HanBInbLL BaXXMNMBOIO | 3HAYHOIO YaCTUHOIO aKTMBIB MPOMUCIIOBOrO MiANPUEM-
CTBa, TOMY aKTyarnbHWUM € AOCHIIKEHHS MUTaHb LLOAO iX OLiHKM B MOMEHT BMOYTTSA. Big Bubopy npaBunbHOro
MeToay OuiHKM BUBYTTS 3anaciB 3anexuTb 00’EKTUBHICTb AaHUX NPO OTPUMAaHWA NigNPUEMCTBOM NPUOYTOK,
OCKiNbKM HEenpaBWUibHO BMOpaHWI METOL CMUCAHHSA B YMOBaXx 30inblUeHHs abo 3MEHLLEHHS PUHKOBKMX LjiH Ha
Ti UM iHWI 3anacy Moxe NPU3BECTU 0 3aBULLIEHHS abo 3aHWXKEHHSA onogaTKOBYBaHOro NpubyTKy nignpuemc-
TBa.

Y cTaTTi po3rnsiHyTo 0COBMMBOCTI BUKOPUCTAHHS MOXITMBUX METOIB OLiHKM BUOYTTS 3anacis B 3a-
NEeXHOCTI Big OKpemoi cutyaldii, ccpepn Ta cneundikn AignNbHOCTI NPOMMUCIOBOro MNiANPUEMCTBA, BU3HAYEHO
X OCHOBHI nepeBarv Ta HeJonikn 3rigHo 3 HauioHanbHUMK NONOXEHHAMU (CTaHAapTamu) GyxranTepcbKoro
0obniky Ta MixxHapogHMMK cTaHgapTamu (hiHaHCOBOI 3BITHOCTI. BM3Ha4eHo, WO OLiHKa 3anaciB € BaXIMBOO
nepeaymMoBol0 edeKTMBHOI OpraHisauii obniky 3anaciB Ha MianpuMeEMCTBI, SKka BM/MBAE HA TOYHICTb BU3Ha-
YeHHs iHaHCOBMX pe3ynbTaTiB MOro QianbHOCTI. B YkpaiHi, K i B 6inbIOCTi iHWKWX KpaiH CBIiTy, 3anacu oui-
HIOOTb 3a DaKTUYHUMW BUTpPATaMu Ha ix npuabaHHa Ha MOMEHT OTpUMaHHS abo BUKOPUCTAHHSA 3anaciB Ha
noTpebn BuUpoOHUUTBA. ABTOpaMu MPOBEAEHO aHari3 iCHyl4YMx MeTodiB OuUiHKM BMOYTTSA 3anacie (MeTon
ineHTudikauinHoi cobiBapTocTi, cepeaHbo3BaxeHoi cobiapTocTi, PIPO, HopmaTUBHMX BAUTPAT Ta LiHWU Npo-
0axy), WO Aae MOXMIMBICTb 0OpaTh HanonTUMAanbHIWWA 3 HUX ONA OKPEMOi rpynu 3anacie, BPaxoBYHOUM
crneumadiyHi yMOBU AisiNbHOCTI KOHKPETHOro NignpuemMcTBa.

BaxnuBicTb NpaBuibHOro BUOGOPY METOAIB OLHKM CMMCaHHS BUPOOHNYMX 3anaciB 3yMOBMOETLCS e
M TuM, WO uen Bug sutpaT 6esnocepefHbO NOB’A3aHO 3 po3paxyHKom cobiBapTocTi npoaykuii. OTxe, dak-
TMYHO OLiHIOBAHHS BMPODOHUYMX 3anaciB € OCHOBOI A5 BU3HAYEHHSA coBiBapTOCTi Ta UiHM BUPOGMIEHOI npo-
OyKuii.

B ymoBax HeobxigHocTi 3abe3nedeHHs edekTMBHOro yHKUIOHYBaHHSA CyB’ekTiB rocnogaproBaHHs,
0N OOCATHEHHA HAUTOYHILIMX Ta Harkpalwmx iHaHCOBUX pe3ynbTaTiB, BUOIp METOAIB OLHKM CMUCaHHSA BU-
TaTamu AOCNIAXEHHS 3anponoHOBaHO HanpsMKM LWoAo NiaBULLIEHHSA e(PeKTUBHOCTI YNpaBniHHA 3anacamMmn Ha
NPOMMUCIIOBOMY NiANPUEMCTBI.

KnrouvoBi cnoBa: 3anacu, MeToau ouiHku BMOYTTS 3anacie, IO, meTog ineHTudikoBaHoi cobiBap-
TOCTi, METOZ CepeaHbO3BaXKeHOoi cOBiBapTOCTi, METO4 HOPMATUBHUX BUTPAT, METOA LLiHW NPOAaxy.
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