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CONCEPT AND CLASSIFICATION OF NON-CURRENT ASSETS:
THEORETICAL ASPECT

Stupnytska T., Ph.D., Associate Professor, Department of Accounting and Auditing,
Volodina O., Assistant, Department of Foreigh Languages,
Pryimak V., Vozniuk L. Second-year Masters of the specialty “Accounting and taxation”
Odessa National Academy of Food Technologies

Non-current assets is one of the major object of economic sciences, in
particular accounting. Non-current assets play the key role as they make a powerful
part of property of any economic entity in modern conditions of managing. The final
results of activity of the enterprise depend on their quality, cost, technological level,
efficiency of use: production of goods and provision of services, their prime cost,
profit, profitability, financial stability in the market. In the conditions of market
economy requirement in reliable accounting and reporting information on activity of
the enterprises, institutions and organizations which allows their management to
increase efficiency of the work, grows. Nowadays it is possible to obtain this
information only in the course of the implementation of the analysis and control of
economic entities.

Problems of accounting, analysis and control of non- current assets are a
subject of special attention of economic science. The significant contribution to
development of theoretical and practical aspects of accounting of non-current assets
was made by the leading domestic researchers: I. Blank, F. Butynets, N. Vyhovska,
M.Barsukova, L.Yaloveha, O.Lyshylenko, etc. and as well as by foreign scientists: V.
Vankevich, Ya. Sokolov and others.

In his scientific works concerning financial management of [.Blank
understands the assets of the enterprise as the economic resources controlled by it,
created at the expense of the capital invested in them which are characterized by the
determined cost, productivity and ability to generate income, the constant turnover of
which in the course of use is associated with factors of time, risk and liquidity [4].

Non-current assets, that is fixed capital, is a compound of an asset (property) of
an the enterprise. The carried-out analysis of domestic and foreign sources, allowed
to reveal a problem of similarity of terms (in particular identification of non-current
assets with fixed assets and fixed capital) therefore, in our opinion, it is necessary to
investigate definitions not only of non-current assets, but also fixed capital and fixed
assets (tab. 1).

According to the National standards of Accounting 1 "The general
requirements to financial statements”, all assets of the enterprise that are not current
belong to non-current assets [1]. And the concept "Fixed assets" by standard of
Accounting 7 "Fixed assets" are characterized like tangible assets, which the
enterprise holds for the purpose of using them in the process of production / activity
or delivery of goods, rendering services, leasing to other persons or for
implementation of administrative and social and cultural functions, the expected
lifetime service of which is more than one year (or operational cycle which exceeds
one year) [2].The concept "fixed capital” in normative and legal acts is not reflected.
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Table 1 — Determination of terms ""non-current assets™, "'fixed capital*’,
""fixed assets'" using scientific approach *

Author Concept

M.Barsukova [3] Non-current assets are property holdings which are acquired for long use in
production activity of the organization which are characterized by productivity,
ability to bring income and a possibility of control.

V.Vankevich [6] Non-current assets are long-term tangible and intangible assets most of which
participate in the process of production, works and services more than one year
and circulation of means of the organization, provides cash inflow.

I. Blank [4] Fixed capital - characterizes that part of the capital used by the enterprise which
is invested in all types of its "non-current assets".

F. Butynets, Fixed assets are tangible assets which the enterprise withholds with the purpose

O. Lyshylenko of using them in the course of production or delivery of goods, rendering

[5, 7] services, leasing to other persons

or implementation of administrative and social and cultural functions, the
expected lifetime service of which is more than one year(or an operational cycle
which exceeds one year).

L.Yaloveha [8] Fixed assets - the sum of the capital invested in the combination of financial and
material objects and values which are used in the course of production for
influence on objects of the labor and their transformation to products, suitable for
the use.

* completed by the author on the basis of [3, 5-8]

Many authors combine a concept of non-current assets, fixed capital and fixed
assets. So, for example, I. Blank emphasizes management of non-current assets and
management of fixed capital that in our opinion is incorrect as fixed capital of the
enterprise is a part of the capital of the industrial enterprise, invested in its non-
current assets [4]. In our opinion non-current assets characterize a combination of
property values of the enterprise that repeatedly participate in the process of
production economic activity the validity period of which is more than one year or an
operational cycle, and some assets of which transfer used cost by parts to products.

The structure of non-current assets is quite various therefore they need
classification. According to available practice non-current assets can be classified by
various signs. In the economic literature there is no uniform approach to classification
of non-current assets. Therefore, in our opinion, it’s necessary to generalize
approaches to classification of non-current assets by the most widespread signs,
which are given in fig. 1

The main classification group of non-current assets is formed by the group
made on the financial and material sign which is divided into:

- tangible non-current assets (those that have the physical and/or material
form);

- intangible non-current assets (those that have physical and/or material form).

The group of tangible non-current assets is divided into the subgroups:

- fixed assets;

- other non-current tangible assets, all other non-current assets, which have the
material form and did not enter the list of fixed assets [1];

- incomplete capital construction is a volume of actually mastered capital
investments on the unfinished and not put into operation buildings and construction
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objects as at a certain date [1].

The given classification allows to draw a conclusion that the term of useful
operation is the main key criterion of reference of material and non-material
resources to the composition of non-current assets. The most part of the enterprises

independently determines the term of useful operation of non-current assets (that, as a

rule, occurs at the time of their acquisition (placing on balance) and further it is not
reconsidered).

Non-current assets

\ 4

by financial and material
form:

- institutions of health care;

— institutions of education;

- institutions of science;

- cultural institutions;

- institutions of physical culture.

\ 4

byownership:
—own;
—leased

for branch accessories:
- material;
- non-material.

Y

Fig. 1 — The classification of non-current assets by various signs*

by the nature of service of
separate types of activity:

- non-current assets that serve
operating activities;

- non-current assets that serve
investment activities;

- non-current assets, meeting
social needs of personnel.

by functional purpose:
- operating;
- non operating;
- those that are in a stock.

A

by extent of use:
- the main!
- auxiliary.

A

by functional types (according
to articles of the Nol "'Balance
(Report on a Financial State
form)™:

- intangible assets;

- fixed assets;

- incomplete capital investments;
- investment real estate;

- long-term assets;

- long-term financial
investments;

- long-term receivables;

- goodwill;

- other non-current assets.

by forms of credit against
securitiesand features of
insurance:
- movable non-current assets;
-unmovable non-current assets.

* completed by the author on the basis of [1, 3]
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Thus, by the results of the research of a concept of non-current assets it is
possible to draw a conclusion about absence of uniform approach to its definition and
to emphasize that this category is one of the most important in economic activity of
any economic entity. The analysis of approaches to classification of non-current
assets, testifies to some problematic points. The researchers offer different
classification signs of non-current assets, however the classification by functional
types is the most widespread which, in our opinion, is necessary to use for
accounting: analysis and control of activity of the enterprises.
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