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ACCOUNTING PROBLEMS OF INVESTMENT REAL ESTATE

The article summarizes the vision of the accounting problems of
investment real estate by domestic scientists. The analysis of theoretical and
practical accounting problems of investment real estate objects.
Methodological problems of recognition, classification, assessment and
accounting of investment real estate objects are considered. It has been
proven that the reliability of accounting information regarding investment
real estate first of all requires the definition of clear criteria for distinguishing
objects of operational and investment real estate.
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Problem Statement. In the context of market relations
development, researching various aspects of real estate becomes
increasingly important. In particular, accounting for this asset, which is
key in providing information to users for making effective management
decisions, requires significant attention. Accounting data serves as the
main source of such information and should meet the needs of both
internal and external users. However, the existing accounting system is
imperfect and does not fully meet management requirements.

Analysis of Research and Publications. The issues of recognition,
valuation, reflection in accounting, and financial reporting of investment
real estate objects have been addressed by the works of many Ukrainian
researchers, including Chudovets V. V., Zhurakivskal.l.,, Valkova N. V.,
Ogneva A. M., Shushliakova 0. V., Pylypenko S. M., Novak U. P.,
Shutka S. Ye., Kyryliuk N. R., Suprunoval.V., Yaremchuk N. F., among
others. A careful analysis of the identified problems in accounting for
investment real estate has led to the necessity of a more detailed
examination of specific aspects of its accounting and analytical support,
which are of practical importance.
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Objective. The article summarizes the results of studies by
domestic scientists on the problems of accounting for investment real
estate objects.

Presentation of Research Material. An overview of scientific
publications by individual domestic researchers on the problems of
accounting for investment real estate objects has allowed to summarize
them in Table 1.

Table 1
Issues of Accounting for Investment Real Estate Objects Addressed in

the Works of Domestic Scholars
The question, that poses a problem [2] [3] [4] [5] [6] [71

Recognition of real estate as an
investment

+ + + +

Valuation of investment real estate
upon recognition

Principles  of  accounting for
investment real estate

The impact of accounting policy on
investment real estate on the taxable
income subject to corporate income
tax

The valuation of investment real
estate as of the balance sheet date

The procedure for selling investment
real estate

Displaying information about
investment real estate in financial + + +
reporting

Elaborating on the above summary, let's focus on the main aspects.

Real estate is a broad term encompassing any property or asset
that cannot be easily moved. It includes land, buildings, structures, as
well as ownership rights to such objects.

Real estate as an object of accounting and financial reporting
includes investment real estate, operational real estate, and non-current
assets held for sale.

In the National Accounting Standard (Standard) 32 «Investment
Property» (in the version that will come into force on January 3, 2024)
(hereinafter — NAS 32), the interpretation of the terms «investment
property» and «operational property» is as follows.

Investment property is property (land plot, structure, building (part
of a building), or their combination) held by the owner or lessee under a
financial lease agreement to receive lease payments and/or increase
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equity, not for use in production or the supply of goods, provision of
services, for administrative purposes, or for sale in the ordinary course
of business.

Operational property is property (land plot, building, structure (part
of a building or their combination) held by the owner or lessee under a
financial lease agreement for use in production and the supply of goods,
provision of services, or for administrative purposes.

Non-current assets held for sale are objects whose accounting
principles are determined by the National Accounting Standard
(Standard) 27 «Non-Current Assets Held for Sale and Discontinued
Operations» (hereinafter — NAS 27).

Valkova N. V., Ogneva A. M. [3] identify inaccuracies in defining the
term «investment property» In particular:

1) the lack of a clear definition of directions for increasing equity as
a result of holding investment property;

2) the use of investment property to receive lease payments -
requires clarification regarding the use of investment property by
enterprises whose main type of economic activity is leasing real estate
[3, P. 94].

The presence of problems regarding the recognition of investment
property objects is noted by Chudovets V. V., Zhurakivska I. I. [2, P. 184],
Shushlyakova 0. V. [4].

Next, after recognition of real estate as investment property, the
issue of valuation of such real estate arises on the recognition date.
Considering that NAS 32 regulates the valuation of investment property
on the date of acquisition/creation at the initial cost and lists the
components of the initial cost depending on the method of acquisition of
these assets, the list of such acquisition methods does not include
receiving investment property as a contribution to the enterprise’s
authorized capital, receiving it for free, or exchanging it for other assets
[3, P. 95] with the corresponding clarification of the valuation method of
investment property obtained through such means.

Each of the scholars whose works were considered [2-7]
emphasizes that, given the existence of relevant legislative acts,
including NAS 32 [1] and the Methodological Recommendations on the
Accounting Policy of an Enterprise [8], the order on the enterprise's
accounting policy must contain clear criteria for distinguishing between
investment and operational real estate. To achieve this, it is necessary to
define the elements of the accounting policy regarding real estate.
Yaremchuk N. F. includes the following elements of the accounting policy
regarding real estate:
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- criteria for identifying real estate: operational and investment;

- methods of depreciating real estate accounted for at cost;

- procedures for revaluation and the frequency of recording
revaluation amounts to retained earnings;

- frequency and objects of inventory;

- Chart of Accounts [7, P. 147].

Yaremchuk N. F. [7] proposes opening analytical accounts in the
Chart of Accounts to provide analytics for various types of investment
real estate:

1001 «Investment real estate in the form of land plots»

1002 «Investment real estate in the form of buildings»

1003 «Investment real estate in the form of structures»

1004 «Investment real estate in the form of perennial plantings»

1005 «Other investment real estate» [7, P. 148].

The author also emphasizes that in addition to outlining the
specified elements of the accounting policy, it is necessary to form
appendices to the order on the accounting policy, which should include a
list of primary documents, a document flow schedule, a list of accounting
registers, and reporting forms in which the enterprise will reflect
information about real estate.

Shushlyakova 0. V. [4] proposes a different analysis. Her reasoned
approach involves separate representation of investment real estate
assets valued at cost and assets valued at fair value (sub-accounts 1001
«Investment real estate at fair value» and 1002 «Investment real estate
at cost»).

The valuation of investment real estate assets on the balance sheet
date is carried out at fair value if it can be reliably determined, or at cost
reduced by the amount of accumulated depreciation, considering
impairment losses and benefits of their restoration, as recognized in the
National Accounting Standard (Standard) 28 «Impairment of Assets» [1;
10]. NAS 32 emphasizes that the fair value measurement of investment
property is based on prices in an active market for similar assets in the
same location and condition, under similar lease agreements or other
contracts, as of the balance sheet date and does not include future costs
for improving the property and corresponding future benefits associated
with future costs to improve investment property [1]. NAS 32 also
provides methods of valuation of investigated objects in the absence of
an active market. The shortcomings of the proposed valuation methods
identified by Chudovets V. V., Zhurakivska . I. include:

- absence of an active market in the same location and under the
same conditions;
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- difficulty in obtaining reliable information from the active market;

- the last market price may not reflect price levels on the reporting
date;

- impossibility of clear identification of significant changes;

- absence of mechanisms for adjusting known market prices for
real estate considering the individual characteristics of the investment
property object, etc. [2, P. 184].

The problematic nature of valuing investment real estate on the
balance sheet date is confirmed by Valkova N. V., Ogneva A. M,, citing the
main obstacles to the reliability of such valuation as the absence of active
investment real estate markets or the limited functioning of existing
markets [3, P. 95]. Pylypenko S. M., Novak U. P., Shutka S. Ye. emphasize
that due to the insufficient development of the real estate market in
Ukraine, it is important to delineate the boundaries of the
appropriateness and justification of valuing investment real estate at fair
value [5, P. 868]. The advantage of valuing investment real estate at cost
over fair value is cited as documentary evidence and the absence of a
significant number of assumptions and calculation methods.

Valkova N. V., Ogneva A. M. mention another problem of accounting
for investment real estate, which is the disposal of such assets. Since
NAS 32 provides for the reclassification of investment property to non-
current assets held for sale if necessary to prepare such assets for sale
(ceases depreciation if the cost model is applied; operational activities),
or retention in investment property if the object does not require such
preparation (depreciation continues; other activities).

Forms of financial reporting that reflect the presence and
movement of investment property include the Balance Sheet (Statement
of Financial Position) (line 1015 «Investment property»), the Statement of
Comprehensive Income (line 2000 «Net income from sales of goods
(works, services)»), 2120 «Other operating income», 2180 «Other
operating expenses»), and the Notes to the Annual Financial Statements
(line 105 «Investment property»). The main problem in forming indicators
of financial reporting regarding investment property, as identified by
Kyryliuk N. R., Suprunova . V. [6], is the absence of a separate section for
investment property in the Notes to the Annual Financial Statements that
would contain information about each group of investment property
regardless of the valuation method. The list of such information is
determined by paragraph 34 of the National Accounting Standard (NAS)
32.

Conclusions. The identified problems of accounting for investment
property objects are evidence of the need to continue research on the
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evaluation and accounting methodology of such assets in modern
economic conditions. The contradictions identified require resolution
taking into account the theory and practice of accounting. Addressing
these issues will serve as a basis for more accurate reflection of
information about investment property objects in accounting and
financial reporting and will enhance the effectiveness of managerial
decisions regarding such objects.
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3006yBay BULLLOT OCBiTU Apyroro (MarictepcbKoro) piBHs

'HauioHanbHwit yHiBepcUTET BOAHOIO rocroAapcTsa Ta npupoaoKopUcTyBaHHS, M. PiBHe

NMPOBJIEMU BYXITAJITEPCbKOIO OBJIKY IHBECTULLIMHOI
HEPYXOMOCTI

Y crarti ysaranbHeHo 6auveHHs npobneM 6yxrantepcbKoro o6niky
iHBECTULIINHOI HEepyXoMoCTi BiTYM3HAHUMMU HayKoBusMU. lpoBeaeHo aHanis
TEOPEeTUYHUX i NPaAKTUYHUX npobneM OyxrantepcbkKoro o06niKy 06'eKTiB
iHBecTUUiINHOI HepyxomocTi. Po3rnsHyto MeToaMuyHi npo6neMu BU3HaAHHA,
Knacugikaudii, ouiHKM Ta o065liKy 06’eKTiB iHBECTULINHOI HEepyXOMOCTi.
Bu3sHayeHO CYKynHicTb enieMeHTiB 06/1iKOBOI NOMITUKM WOAO0 iHBECTULINHOI
HepyXoMOCTi, 30KpeMa: KpuTepii ineHTudikauii HepyxoMocTi (onepauiHoi um
iHBeCTULIINHOI); MeToAM HapaxyBaHHA aMopTu3auil HepyxoMocTi, Lo
06niKOBYETHLCA 32 NEPBICHOIO BAPTiCTIO; NOPSAOK NepeoLiHKU Ta NepioanYHICcTb
3apaxyBaHHSl CYM AL0OLiHKM A0 Hepo3noAiseHoro NpuMoyTKy; nepioanYHIcCTb Ta
06’eKTM npoBeAeHHA iHBeHTapu3auii; po6ounn MnaH paxyHkiB. [lo npobnem
BOCTOBIpHOI OUiHKM O06’eKTiB iHBeCTUUINHOI HEpPyXoMOCTi BigHeCeHOo:
BiACYTHICTb aKTMBHOIO PUHKY; CKNIAaAHICTb OTPMMaHHSA AOCTOBipHOI iHpopMauii;
HEeMOXKNMUBICTb YITKOI ineHTU@iKaUil CyTTEBUX 3MiH; BiACYTHICTb MeXxaHi3MiB
KOPUryBaHHA BIiAOMMX PUHKOBUX LiH Ha HEPYXOMICTb 3 YypaxXyBaHHAM
iHauBiayanbHUX ocobnmBocTen 06°eKTa IHBECTULIIMHOI HEpPYXOMOCTI TOLLO.
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HaBepeHo nepenik aHaniTMMHUX paxyHKIB WOA0 065iKy 06'€KTiB iHBEeCTULINHOI
HepyxoMocTi (AK B po3pi3i BuAaiB, Tak i B po3pi3i BuAIB OULIHKNM),
3anponoHOBaHUX BiTYN3HAHUMMU HayKoBUSAMU. BusHauyeHo npobneMoro obniky
iHBeCTMLINHOI HepyxoMoOCTi BigoOpa)keHHsa peanisauii Takoro 006'ekTy.
KoHcTaToBaHO BiAcCyTHicTb iHdopMauil wWoao iHBECTULINHOI HEpPyXOMOCTi,
npeacTaBneHHs AKoi nepea6ayeHe HauioHanbHUM NonoKeHHAM (cTaHaapToM)
6yxrantepcbKoro o6niky 32 IlHBecTULiNHA HepPyXOMicTb» Y popMax ¢piHaHCOBOI
3BiTHOcTi. [loBepeHo, WO pocToBipHicTb o06nikoBoi iHdopmMmauii wono
iHBeCTULINHOI HepyxoMOCTi Hacamnepen nepegb6adyae BU3HAYEHHSA YiTKUX
KpUTepIiiB po3Me)KyBaHHA 06’ €KTiB onepauiiHOI Ta iHBECTULIWHOT HEPYXOMOCTI.
KniwuoBi cnoBa: HepyxoMiCTb; iHBECTULiIMHA HEPYXOMICTb, onepauinHa
HEepPYXOMiCTb; 061iKOBa NOMITUKA; BUSHAHHS; OLHKA; OyXranTepcbKun obikK.

OTpuMaHo: 13 xoBTHA 2023 poky
MpopeueH3oBaHo: 18 »xoBTHA 2023 poky
MpunHaTo po apyky: 29 rpyaHs 2023 poky
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