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Abstract. The article discusses the accounting treatment for intangible assets.
The authors note that intangible assets are the result of economic and technological
development. On this basis, the classification of economic eras according to the
relationship between the use of tangible and intangible assets has been considered.
The article also highlights the main criteria for intangible assets, namely legal and
economic. The authors note that intangible assets are a group of balance sheets, in
which the intellectual resources of the new economy could be reflected. It is noted
that UNAS 8 “Intangible Assets” does not contain a certain part of the sections that
are reflected in IAS 38 “Intangible Assets”, in particular, separate acquisitions of an
asset and acquisitions as part of the business association, acquisitions through
government grants, etc. Accounting systems and items relating to intangible assets
are considered. Intangible assets, and especially intellectual capital, are considered
to be an important source of capital deepening in European countries, albeit with
significant differences among countries. It is noted that one of the biggest challenges
in accounting for intangible assets is their valuation and, according to certain
requirements of the legislation, the entity may revalue at fair value at the balance
sheet date but if there is no active market, the revaluation may be carried out on the
basis of an expert assessment of the subject of the evaluation activity. The authors
maintain that the prestige or importance of intangible objects can be assessed by
expert judgment, as many factors constrain the implementation of the exceptional
features or properties specific to these objects. The authors discussed various
methods for intangible asset valuation and the priorities for applying expert
valuation approaches to intangible assets and intellectual property objects in foreign
practice. The article also deals with statistical data on the value of intangible assets
in the balance sheets of Ukrainian enterprises.
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Introduction. In the context of the market environment in Ukraine, innovative



activities play an increasingly important role for enterprises in the agrarian sphere.
The creation and introduction of new ideas and technologies guarantee the financial
stability of enterprises and the realization of future economic benefits. Both external
and internal factors in the development of the country’s society and economy have
led to the emergence of a new accounting object — “intangible assets”, which gives
the enterprise long-term rights and advantages.

The market environment and technology development, which depend on the
creation of software products for the processing of economic transactions and their
registration, have contributed to the significant spread of digitalization in accounting
processes. Sectors such as the Internet and software, technology, and IT are highly
dependent on intangible assets.

Analysis of recent researches and publications. The issues of intangible assets
were highlighted and analyzed in the writings of renowned economists: Y V.
Velykyi, N. H. Vyhovska, S. F. Holova, L. V. Gutsalenko, V. M. Dyba, I. M.
Drohobytskyi, V. M. Zhuk, P. O. Kutsyk, I. M. Lepetan, O. O. Lyakhovets, Z. P.
Plysa, I. B. Sadovska, Kh. I. Skopa, M. F. Van Bred and others.

The purpose of the article is to investigate the characteristics of intangible
assets as an object of accounting and the specificity of their valuation, taking into
account national and international standards.

Materials and methods of research. The following cognition techniques were
used: induction and deduction, comparison and generalization, grouping, scientific
cognition, and so on.

Results of the research and their discussion. Intangible assets are created and
purchased by the enterprises themselves, which has a significant impact on asset
composition. The increasing share of intangible assets in the total structure poses the
challenge for managing and controlling them rationally. Intangible assets are a
vulnerable position in the accounting system, and their valuation first needs to be
determined to what extent they will be used in the production process. They have
economic benefits now and in the future.

There is no longer any doubt about the paradigm of the centrality of intangible



assets in the modern world. The main driver for such processes is intellectual
evolution, which has shifted the focus from the application of limited material
resources to the use of unlimited intangible assets and has led to a change in the
methodological approach to enterprise asset structure.

The two directions of fundamental development, economic and technological,
have fundamentally changed the enterprise structure and have put intangible assets as

the main potential of the value of the business, as shown in Figure 1 [1, p. 12].
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Fig. 1. Classification of economic eras by use of tangible and intangible

assets
Source: [1, p. 13].

Different approaches to definitions of intangible assets can be found in the
economic and legal literature. Therefore, we consider it appropriate to single out its
main legal and economic criteria when classifying an object as an intangible asset
(Fig. 2).



Criteria for intangible assets
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intangible assets are rights arising from a
number of contracts (licensing, copyrights), not the ability to generate income for the enterprise
the licenses themselves, patents, trademarks, and the long-term nature of its utilization.
etc.

Fig. 2. Key criteria for intangible assets

Source: compiled by the authors.

Thus, the distinction and understanding to which the criterion of an intangible
asset applies, make it possible to determine its nature and identity for the enterprise.
From the legal point of view, the acquisition of intellectual activity rights is
recognized only for compliance with the requirements of the legal regime, and their
recognition is confirmed only by the existing legal documents. And the economic —
undoubtedly affect the economic benefits.

Nowadays, it is almost impossible to produce complete and reliable information
on business processes without data on intangible assets. Intangible assets are widely
used and their proper treatment should therefore be the focus of the accounting
profession.

Intangible assets are a group of balance sheets, in which the intellectual
resources of the new economy could be reflected. This record area has been the
subject of much debate at every stage of its development. At the same time, current
accounting standards in this area do not reflect modern requirements and approaches
and provide little assurance on intangible assets in the accounting records, which are
used by enterprises when creating products.

UNAS 8 “Intangible Assets” does not contain a certain part of the sections that
are reflected in IAS 38 “Intangible Assets”, in particular, separate acquisitions of an
asset and acquisitions as part of a business association, acquisitions through

government grants, internally generated goodwill and intangible assets, valuation



after recognition: cost model and revaluation model, intangible assets with defined
useful lives, revision of estimated useful lives, period review and depreciation
method [2].

In doing so, each standard has its advantages and disadvantages, where the
specificities of each standard system should be considered, in particular GAAP, IAS,
BOP, and SOA UNAS (Fig. 3).

[ Accounting system I | Elements relating to intangible assets J
i
GAAP Patent rights, copyright, goodwill, organizational costs, start-

up costs.

IAS Software, patents, copyrights, service rights, licenses, import
quotas, franchises.
Customer lists, marketing rights, trademarks, business
relationshins are not recoanized as assets

SOA Results of intellectual work, scientific and technological
development, know-how, trademarks, works of art and
science, software, business reputation.

Business reputation is shaped by customer stability,
reputation, marketing  skills, business relationships,
management experience, staff skills.

|| Rights to use natural resources, property, rights to commercial
UNAS, NAS : . . )
purposes, industrial property, copyright and related rights,
other intangible assets.

The standard does not apply to goodwill and intangible assets
the acquisition of which costs are recognized as royalties

Fig. 3. Comparison of the different accounting systems for intangible assets
Source: [3].

Intangible assets, and especially intellectual capital, are an important source of
deepening capital in European countries, albeit with significant differences among
countries. GDP in the EU-27 area is 5.5 % higher if certain expenditure categories
that were still considered current expenditures are classified as investments in
intangible assets. Intangible capital investment markedly improves company

profitability, given the wage gap, and increases returns in intangible capital-intensive
countries.



However, valuing a company for its intangible assets is not an easy task, so the
International Accounting Board under IAS 38 is trying to record an intangible asset
that is closest to the market reality. This complexity arises from the difference
between the market value calculation and the company’s accounting value.

Plekan believes that “the standardization of accounting and reporting, the
standards for intangible asset valuation for financial reporting purposes do not
formalize the value of a significant portion of such items. The lack of estimation
methodology does not allow to uniquely determine the place of this type of economic
resources in the accounting process, it is formalized to present them in the public
accounts of the enterprise, first of all, to introduce them in the balance sheet for
balancing the market and balance value of the company” [4].

Intangible capital broadly describes the main innovative activities of private
companies and is a source for future growth. According to Hannu Piekkola, the most
important part of intangible assets, encouraging and ensuring long-term productivity
growth, should be considered a management activity, which is very difficult to
define. Performance-based evaluation studies clearly show that traditional evaluation
at the level of organizational costs is below the limits of the true value of
investments. The productivity of these activities usually exceeds the corresponding
wage costs; the combination of labor, intermediate products, and capital in the
production of intangible capital increases the value added more than the expenses of
associated costs [5].

Dyba noted that when the whole intangible is defined in general terms as
“intangible objects — 10” (analog intangibles) their composition is generalized by
three main groups.

1. Intangible assets (IA). An object is identified as an intangible asset if it has no
tangible structure, is owned by the organization, can be separated from the
organization for subsequent sale or other disposition, and is a source of future
economic benefits.

2. Intangible resources (IR). The facilities do not have a physical structure

controlled by the company, are the result of the organization’s past operations or



costs, and are capable of bringing economic benefits to the organization in the future.

3. Intangible factors (IF). Informal and uncontrolled ability of a company to
create new values giving it a competitive advantage [6, p. 191].

Yasyshena & Pylyavets consider the valuation of intangible assets as part of an
enterprise’s property to be one of the first and most important areas of IA analysis.
They are of the view that the analysis in this area would provide a reasonably clear
picture of the status of IA use in the activities of economic entities. The authors note
that the accounting category of intangible assets has existed for about 20 years in the
accounting and financial reporting of economic entities and have investigated the
dynamics of IA in the activities of the largest food processing enterprises in the
Vinnytsia region. In the analysis, the eight largest enterprises were selected and the
intangible value on the balance sheet was proofed. The analysis showed that the value
of intangible assets was increasing in almost all the enterprises studied [7].

According to the data of the State Statistical Service of Ukraine, we will carry
out an analytical assessment of intangible asset value in the common currency of the
balance sheets of Ukrainian enterprises (Table 1).

1. Reflection of intangible asset value in the balance sheets of Ukrainian
enterprises (2016-2020)

Indicator 2016 2017 2018 2019 2020 (3
quarters)
The gross fixed capital
formation, total, UAH 368 691 470 327 628 296 716 187 360 412
million

Intellectual property

: : 11 207 15 106 20 044 20 681 14 858
products, including

research and 4361 5 805 9264 10 182 7518
development

exploration and

evaluation of mineral 250 431 340 318 173
assets

computer software and 6 342 8 361 9 847 9013 6288
databases

entertainment programs

and original literary and 254 509 593 1168 879

artistic works

share of intellectual
property products in total 3.04 % 3.21% 3.19 % 2.89 % 412 %
fixed capital formation




Source: [8].

The information provided shows that the share of intellectual property products
in the total fixed capital structure varies between 3-4 %, indicating that the
recognition methodology is not perfect, identification, valuation of such assets at the
state level and improvement of the current legislative framework for recording.

The peculiarity of intangible assets — their lack of physical qualities — poses
problems in accounting for them: their value is difficult to estimate and their useful
lives are often uncertain.

Therefore, intangible asset valuation is a major challenge in the recognition of
intangible assets. The complexity of the valuation of intangible assets arises from the
fact that it is not feasible to develop a single universal valuation methodology, as
each intangible asset should not only be original but the conditions for their practical
use in the activities of different enterprises tend to be fundamentally different.

According to certain legal requirements, namely UNAS 8 “Intangible Assets”
and the Methodological Recommendations on the Accounting of Intangible Assets,
an enterprise can revalue at the balance sheet date at the fair value of those intangible
assets, for which there is an active market. However, if there is no active market, the
revaluation may be based on the expert judgment of the evaluator.

World practice uses different methods for estimating intangible assets, the most

common of which are: cost, market, and revenue (Fig. 4).

Cost methods are based on actual costs incurred for a particular facility.
"

The market method is related to the substitution principle, it is based on the assumption that a
reasonable buyer for the items on sale will pay no more than the amount for which the same

quality and suitability can be obtained. )

The income method is based on the waiting principle, which asserts that a typical buyer
acquires the facility in anticipation of future income (benefits). The value of an object under
the income method can be defined as its ability to generate income in the future.

Fig. 4. World practice in intangible asset valuation

Source: compiled by the authors.



The lack of uniform terminology in regulations and the excessive pace at which
changes are made to them lead to inconsistencies in the theoretical development of
approaches to the expert valuation of intangible assets in foreign and domestic
practice. In general, foreign authors consider priorities for approaches to intangible
asset valuation, citing Smith & Parr “Valuation of Intellectual Property and
Intangible Assets” 1994, which distinguishes between intangible assets and

intellectual property objects (Table 2) [9, p. 24].

2. Priorities for applying peer-review approaches to intangible assets and

intellectual property objects in foreign practice

Types of intangible assets and intellectual |Applied first of |Second priority [Rarely applied
property all

Patents and technologies Profitable Market Expensive
Commodity Profitable Market Expensive
Copyright objects Profitable Market Expensive
Skilled labor Expensive Profitable Market
Management information software Expensive Market Profitable
Software products Profitable Market Expensive
Distribution networks Expensive Profitable Market
Basic deposits Profitable Market Expensive
Franchising rights Profitable Market Expensive
Corporate practices and procedures Expensive Profitable Market

Source: [9, p. 25].

We support the view that the prestige or relevance of intangible objects can be
assessed by expert judgment, as many factors constrain the implementation of the
exceptional features or properties specific to these objects. It includes, in particular,
the late invention, the high cost, the limited range of consumers, and insufficient legal
protection. Therefore, experts use as the main criterion for the prestige of intangible
objects the range of possible beneficial properties at three levels: international,
national, and industry.

Conclusions and future perspectives. The main criterion of the submitted
information is the accuracy of the reporting information provided without distortion
or falsification. Reliability is achieved by complete primary, routine accounting and

reporting, their mutual adequacy, substantial and exhaustive information, the



application of international standards and the presentation of information at a
reasonable cost for its collection and production. Each of these components has its
meaning.

An analysis of the proportion of intangible assets in the total asset structure
showed a minimum percentage of intangible assets held by enterprises. This is
influenced by factors such as the lack of prudent legislation to account for intangible
assets, the lack of an effective way to account for intangible assets, their correct
presentation and valuation.

Intangible assets are one of the least researched categories in accounting, related
to the peculiarities of economic nature and their valuation. However, intangible assets
held by enterprises are factors for further innovative development and market
competitiveness. The complexity of intangible asset valuation arises from: the
diversity of intellectual property objects, each of which must be original under the
law; the different types of proceeds (recognition) in the enterprise; various forms of
practical use in the enterprise. We believe that consideration of all the listed
properties of intangible assets is possible when applying the expert valuation method.

Current research on the treatment of intangible assets includes discussions on
how to effectively account for intangible assets, classify and accurately analyze
intangible assets. All this requires further improvement and research.
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OCOBJ/IMBOCTI HEMATEPIAJIbHUX éKTI/IBIB, K OB’?KTA OBJIIKY
TA CIIEHU®IKA BUSHAUYEHHS NOI'O BAPTICHOI OIIIHKHA
JI. B. I'ynanenko, A. M. Beabaii

Anomauia. Y cmammi poszensioaemvcs 001iK08a Kame2opis HemamepiaibHUux
akmueie. Aemopu 3a3HAUAOMb, WO HeMamepiaibHi AKMueU GUHUKIU GHACIIOOK
DO36UMKY EKOHOMIYHO20 mMa mMexHoA02iuHo20 Hanpsamie. Ha ocnosi yvoco
PO32NAHYMA  KIACUDIKAYIsi eKOHOMIYHUX eNnoxX 3ANedCHO 6i0 CNiBBIOHOULEHHS Y
BUKOPUCMAHHI MAmMepIalIbHUX [ HeMamepiaibHux axmueie. Y cmammi maxooc
BUOLIEHO OCHOBHI Kpumepii HemMamepiaibHUX aKmueie, a came OpUoudHi ma
EeKOHOMIUHI. Aemopu 3asHayaroms, wo HeMamepianbHi aKmMueu € MIEK 2PYnoio
banancosux cmameu, y AKiU Moenu 6 3HAXOOUMU Bi00OPAN’CEHHS HMENeKMYAIbHI
pecypcu Ho8oi ekonomiku. 3aznauaemocs, wo II(C)BO 8 «Hemamepianvui akmusuy
He Micmums NeeHOI YacmuHu po30inie, wo sHauuiu ceoe eiooopadicens 6 MCHO 38
«HemamepianbHi akmueuy, 30Kkpema, okpeme npuoOaHHs akmugy ma npuobauHs K
yacmunu 00'eOHanHA Oi3Hecy, NPUOOAHHS WLISIXOM OePAUCABHO20 2SPAHMY MOWo.
Poszensoaromucs cucmemu 001Ky ma enemenmu, wo HAIeHcams 00 HeMamepiaibHUux
akmugis. Beasicaembvcs, wo HemamepianbHi akmusu ma 0CoOIUB0 IHMeENeKMYalbHUlL
Kanimaiu € 8adCIUUM 0XiCepesiom NOo2NUbNeHHs Kanimany 8 €8pOnelicbKux KpaiHax,
xoua i 31 3HAUHUMU PIBHUYAMU MIJC KpAiHaAMU. 3A3HAUAEMbCS, WO OOHUM 3
HAUBAMCUUX 3A80aHb 6 OO0JIKY HeMamepiaibHUuX aKmueié € iX OyiHKa i 32I0HO


http://www.ukrstat.gov.ua/operativ/operativ2020/vvp/kkv_vvp/kkv_vvp_u/arh_vn_ok2020_u.htm
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BUZHAYEHUX BUMO2 3AKOHOO0ABCMBA CY0O’€Km 20Cno0apro8anHs Ha oamy O0aiamucy
Modice 30TUCHI0O8AMU NEPEeOYIHKY 3d CNpageodauoro 6apmicmio, ane AKWo aKmueHuUll
PUHOK GIOCYMHIU, MO Nepeoyinka modce 30IUCHIOBAMUCS 34 eKCNEePMHOK OYIHKOH
cyb'ekma  oyinouHoi  OifnbHOCmMi.  ABmMOpu  NPUMPUMYIOMBCA — MO20, WO
NPEeCMUICHICb YU 3HAYUMICMb HeMamepiaibHux 00'€Kmis, MOJNCHA OYIHUMU 3d
00NOMO2010  eKCNepmHO20 Memoody, OCKIIbKU ICHYe 0azamo YUHHUKIE, WO
CMpUMyloms  peanizayilo  BUHAMKOBUX  ocobnugocmel abo  8lacmusocmell,
xapakmepHux 0751 yux o6'exmis. Aemopamu po3ensaHymo pizHi Memoou Ons OYIHKU
HeMamepianbHux aKkmueieé ma npiopumemu 3AcmMocCy8aHHs ni0xo0ie 00 eKChepmuol
OYIHKU HeMamepianbHux aKkmueie ma o00'ckmig IHmMeNeKmyanibHoi 61ACHOCMI )
3apyoidicnit npakmuyi. Takooxc 6 cmammi po3ensi0aromovCss CMamucmudHi Oaui Wooo
8apmocmi HemamepiaibHUX akmueie y oaiancax nionpuemcms Yxpainu.

Kniouosi cnoea. nemamepianvui axmueu, iHmMeNeKmyaivbHull Kanimai, 00K,
Memoou OYiHKU, CManoapmu o0OJliKy.



