IlexoBuoBa dapisi /IMuTpiBHA, KaHA. €KOH. HAayK, CT. BUKI., Kadeapa
OyXranTepchKoro OOMiKy, ayOWTy Ta ONOJATKyBaHHS, XapKiBCBKHH ep>KaBHUH
YHIBEPCHUTET XapdyBaHHS Ta TOpriBii. Anpeca: Byn. Kioukiepka, 333, M. Xapkis,
Vkpaina, 61051. E-mail: shekhovtsova.da@gmail.com.

lexoBuoBa Jlapbsi IMuTpHEeBHA, KaHJI. SKOH. HayK, CT. MpEIL, Kadeapa
OyXrajnTepcKoro  ydera, ayidTa W HAJIOrOOOJIOXKCHHUsS,  XapbKOBCKHIA
roCy/lapCTBEHHBIN YHUBEPCUTET NMUTaHHUS U TOProBid. Axpec: yi. KioukoBckas,
333, r. XapbkoB, Ykpauna, 61051. E-mail: shekhovtsova.da@gmail.com.

Shekhovtsova Dariya, Candidate of Sciences (comparable to the academic
degree of Doctor of Philosophy, PhD), senior lecturer, Department of Accounting,
Audit and Taxation. Kharkiv State University of Food Technology and Trade.
Address:  Klochkivska str., 333, Kharkiv, Ukraine, 61051. E-mail:
shekhovtsova.da@gmail.com.

DOI: 10.5281/zenodo.2533885

UDC 336.717.6:658.114.4

METHODOLOGICAL ASPECTS OF ACCOUNTING
FOR OPERATIONS OF A JOINT VENTURE AGREEMENT

A. Krutova

The legal field of joint activity conducting in Ukraine are studied,
advantages and disadvantages of joint activity are revealed. The definition of joint
activity is given taking into account the needs of accounting and reporting on joint
activity operations. The conceptual model of accounting of joint activity transactions
is developed regarding the influence on it of such factors as legal regulation, types
of participants’ contribution in joint activity and organizational-legal form of joint
formation.

Keywords: joint activity, agreement of joint activity, account of joint
operations, contribution of the participants to joint activity, distribution of financial
results of joint activity.
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Busnaueno, wo 06’ekmusHol0 npakmuxow cyuacHoi enobanizoéanoi ma
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6e3 cmeopents IpUOUUHOL 0co0U, WO N0 A3aHO 3 HEOOCTNAMHICTIO (QIHAHCOBUX YUl
IHWUX MamepianvHux pecypcie vy cy0’ekmie NiONPUEMHUYMBA, MONCTUBICIIIO
HANA2004CeHHsT 0OMIHY KPAWUMU BUPOOHUYNUMY YU YIPAGTTHCOKUMU NPAKINUKAMU,
3Q7YYeHHs.  [HO3eMHUX napmuepis. Memoio cmammi € 00CHIOJNCEHHsT Mma
800CKOHAIEHHA MEMOOOIOZIYHUX ACNeKmi6 00NIKy onepayiil 3a 002060POM CHINbHOL
OisinbHoCmi 01 3A00604€HHA IHGOpMayitiHux nomped il yuacHUKIs.

Busnaueno, wo nepesazu 6i0 eedenus cninvHoi OisLIbHOCMI NOAAIOMb V
CHPAMYBAHHI  ICHYIOUUX pecypcié HA OOCASHEHHS CRINbHOI Memu, 3011bUeHH s
inancosoi HezanexcHocmi ma OiECHPOMONCHOCHI 3a6805KU 00 €OHAHHIO pecypCié
KIIbKOX napmuepis, eHyuKocmi 002080pi6 w000 YNpaguiHHi CRIIbHOIO OIsIbHICIO.
TIpome eunuxarome negHi MemoOon02iuHi CKIAOHOWT, NO8 A3AHI 3 8i00OPANCEHHAM )
byxeanmepcokomy 001Ky onepayiii cninoHoi disienocmi. I1i0 cninvhoro disnvhicmio
3aNponoHO8aHo po3ymimu 6y0b-Ky KOMepYIlHYy YU HeKOMepyitiHy OIbHICIb, WO
30IUCHIOEMbCSL HA NIOCMABE Yeoou, Memor sKOi € OMpUMAHHS RIONPUEMCMEamu-
yuachuxamu @Qinancogux pesynbmamis abo iHwux 6ucio y euensioi coyianbHo-
penymayitinozo, exonoeiunoco abo iHuio2o eghekmy 86i0 00 €OHaHMA BKAAOIB.
Jlogederno, wo onepamop cninbHoi OdisnbHOCMI  Hece 8ION0GIOANbHICIbL 34
opeanizayilo 0b1iKo8o2o npoyecy, pobomy 6Gyxeanmepcobkoi ciyscou, 3abesneyenus
iHghopmayitinux, mexuiuHux, iHWUX nomped 061IKOBOI cucmemu, 3abe3neyeHHs
HeoOXIOHUX YMO8 0151 6e0eHH s OYX2anmepcbKo2o 0ONIKY, 8U3HAYEHHS BIONOBIOANbHUX
3a 6edensi 00Ky cninbHOI OisLIbHOCMI, BIONOBIOHE BHECEHHsl 3MIH 00 IX NOCA0BUX
IHCMpPYKYItl, pO3POONEHHSI OPeaHI3aYIUHUX pe2liaMeHmie ma CKIA0anhs epaqikie
obnikosux pobim, Gu3HaueHHsi eleMeHmié O0ONIKOBOI NOMIMUKU 3 YPaXy8auHsIM
nompeb onepayiti cniibHoi OistbHOCMI, (opmyeanHs 000amMKOGUX O0ONIKOBUX
Odokymenmie ma pecicmpie, epagikie doKymenmoobicy ma nepenecents inpopmayii
npo cninvbhy OistbHicms Yy ¢pinancosy 3eimuicme. Pospobneno memoodonozciumi
acnekmu 001Ky onepayiil 3a 002080pOM CRIbHOL OISLTbHOCMI, SKI PO3KPUBAIOMb
KOHYenmyaibHi 3acadu opeanizayii ma éedents 6yxeanmepcvko2o 00Ky 3 MEmoro
3a00601enHs IHGopMayitiHux nomped YUacHuKig.

Kniouosi cnosa: cninena Oisibnicmb, 00208ip Npo CRilbHY OBLIbHICMb,
001K onepayiti cniibHoi OBLBHOCMI, GKIAOU YYACHUKIG V CHIIbHY OislbHICMb,
PO3N00IN PIHAHCOBUX pe3yTbmami6 ChitbHol OBLIbHOCHI.

METOJOJIOTMYECKHUE ACHHEKTbBI YYETA OINEPAIIUI
1O JOIrOBOPY O COBMECTHOM JEATEJIBHOCTH

A.C. KpyTtoBa

Hccnedosano npasosoe none 6eOeHUsi COBMECHHOU OeAMeNbHOCU 6
Yxpaune, eviasnienvt ee npeumywecmeéa u Hedocmamxu. [ano onpedenenue
COBMECMHOU 0esiMmeNbHOCHIU, NPUHUMASL 80 8HUMAHUE NOMPEOHOCIU OMPAHCEHUs
onepayuii 6 Oyxeanmepckom yueme U OMUEMHOCMU YUACHHUKOG Onepayull
cosemecmuoli  desmenvrocmu. Paspabomana Konyenmyanvhas mooens yuemad
onepayuii no 002080py 0 COBMECMHOU 0esAMeNIbHOCHU, YUUMbIBAIOWAs GIUAHUE HA
Hee Makux (paxmopos, Kax HOPMAMUSHO-NPABOSOE Pe2yauposaHie, 8udbl 8KIA008
VUACMHUKOB 8 COBMECHIHYIO 0esiMeNbHOCHb U OP2AHUIAYUOHHO-NPABO8ble (POPMbL
coemecmno2o oopazo8anus.
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Knioueesvte cnosa: cosmecmnas 0essmeibHOCHb, 002080P O COBMECMHOU
OessmenbHOCmU, yuem onepayuii COBMeCmHOU OesimenibHOCU, 8KIA0bl YYACMHUKO8
6 COBMECMHYIO  OesIMeNbHOCMb,  pachpedenehue  (QUHAHCOBbIX  Pe3yIbmAmos
COBMECMHOLL 0eAMEbHOCHIU.

Statement of the problem. The objective practice of a modern
globalized and transformational economy is the joint activity with or
without creation of a legal entity, which is a consequence of financial or
other material resources insufficiency, the possibility of sharing the best
industrial or managerial practices, involvement of foreign partners, etc.
Along with the advantages of conducting joint activities consisting in
directing available resources to achieve a common goal, increasing financial
independence and efficiency thanks to integration of resources of several
partners, raising the flexibility of management agreements, there are some
methodological difficulties associated with accounting of joint activity
operations. In particular, difficulties occur in accounting of goods and
services as joint venture contributions and returning them to owners,
distribution of profits, expenses, property and legal responsibility, which
requires additional study and development of effective methodological tools
for their accounting.

Review of the latest research and publications. In the civil law and
the institution of joint activity has been known since ancient times. In
particular, in Roman law we can find one of the earliest forms of joint
activity — the so-called society (societas), which was further disseminated in
European law as a result of the reception of Roman provisions [1]. That was
beginning of different modern legal forms of joint activities development.
In Ukraine the only ones legal act on organization and accounting of joint
operations regulation is implemented in April 26th, 2000 Regulation
(standard) of accounting 12 Financial investments” [2] Methodological
Recommendation No. 1873 approved in December 30th 2011, which
regulates in detail the accounting issues of operations with joint activities
without creating a legal entity [3].

In modern conditions joint operations accounting issues are widely
discovered in publications of both domestic and foreign authors. in
particular, improving of accounting and control functions for joint activity
of enterprises without creating of a legal entity is covered in the works of
N. Garapko [4]. Improvement of taxation and financial and tax reports
preparation for joint activities are highlighted in scientific works of
A. Dmitrenko [5]. Legal regulation of joint activities organization of at risk
conditions is disclosed in detail by L. Kurishko and V. Nonik, who justified
the accounting model of organization and conducting of joint activities [6].
Among foreign authors who studied the issues of accounting for joint
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operations it should be highlighted works Of S. Veger, A. Gribkov,
S. Davidov, K. Druri, I. Matyusha, C. Horngren, G. Shostik and others.

Considering the results of scientists and not diminishing the role of
work done, it should be noted that until now, there are no comprehensive
studies of the methodological aspects of accounting for transactions under a
joint activity contract, multifunctional orientation of which requires a
greater attention to co-ordination of their structural elements in accounting
system.

The objective of the research is to study of improvement of
methodological issues of accounting for transactions under the agreement of
joint activity to fulfill the information needs of its members.

Presentation of the research material. According to Accounting
Standard 12 "Financial investments", joint activity is an economic activity
with or without creation of a legal entity which is the object of the joint
control of two or more parties in accordance to written agreements between
them [2]. In accordance with that definition joint activities must be
business, as according to the Commercial Code of Ukraine, economic
activity is treated as aimed at profit-making activity of business entities in
the field of social production, aimed at the production and sale of products,
performance of work or provision of services [7]. As we can see, there are
still gaps in the legal field of organization and conducting of joint activities
in Ukraine. There is no consensus on the definition of joint activity as an
accounting object among scientists. So, in order to detect features of
accounting interpretation under joint activity without creation of a legal
entity (a simple partnership) N. Garapko suggests to understand the
activities of two or more business entities that cooperates to achieve
common business objectives (which does not contradict the law), by
combining contributions on the basis of joint activity agreement (simple
partnership) with the implementation of joint control [4]. N. Struk also
define a concept of joint activity as a special kind of economic activities in
which business partners, in order to achieve certain mutually beneficial
results in the field of economic activity, combine their property and
activities, coordinate efforts, transfer property and non-property
contributions for common needs, coordination joint activity and distribute
its results [8, p. 177]. However, the parties to the joint activity may
ultimately pursue non-commercial goals, which in our opinion require
clarification in the definition of joint activities as commercial or non-
commercial economic activities. In addition, as well as the levels of joint
business its participants and persons responsible for the accounting
information collection and processing should agree sections of the socio-
ecological and economic indicators, the methodology for collecting
information, calculation of key indicators, compliance with standards of
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sustainable development, methods for capital assessing, and other essential
elements of accounting policies that are necessary for the formation of joint
activity’s finance report [9, p. 123]. Therefore, we propose to interpret joint
activity as any commercial or non-commercial activity carried out on the
basis of an agreement the purpose of which is to receipt by the participating
enterprises of financial results or other benefits in the form of a socially-
reputational, ecological or other effect from the combining of distributions.

Increasing role of accounting information for joint activity
management leads to the need of common criteria development for its
formation and optimal creation and implementation of the accounting and
reporting systems [10, p. 148]. In accordance with the Accounting Standard
12, accounting of joint operations depends on its legal status: with or
without creation of a legal entity. Thus, partners in joint activities may
include both individuals and legal entities, and theirs number is not limited
by legislation.

According to Art. 1130-1132 of the Civil Code of Ukraine the are
two types of joint activity, which also has a significant impact on the
accounting process: simple partnership - the obligation of participants to
combine deposits and work together to achieve a certain goal; joint actions -
only an obligation to work together for achieving a certain purpose without
combining deposits [11].

Accounting of simple partnership operations is usually charged to
one of its participants, which, according to p.3 of Accounting Standard 12
is determined as an operator of the joint activity. Namely the operator of
joint activity is responsible for organization of accounting process, the
fulfilling of information, technical and other requirements of accounting
system, provision of necessary conditions for accounting, assigning persons
responsible for keeping records of joint activities, corresponding updating
job descriptions, development of organizational regulations and scheduling
of accounting works, defining of accounting policy elements taking into
account specific information needs of joint operations, necessity of
additional accounting documents and registers formation, workflow
schedules development and transfer of information about joint activities to
the financial statements. If the operator of joint activity is not defined, then
the account on joint operations results is conducted by each participant
independently in the context of personal responsibility for each operation.

The main feature of a simple partnership contract is that it is
considered to be a multilateral agreement, as long as will of the parties is
aimed to achieving a general purpose, which means that each party
permanently stays in relationship with all other parties [12]. The
participants of joint activities which contributed to it are more interested in
positive achievement of the general purpose, as far as it is riskier than joint
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activity of participants without joint investments. V. Verhohlyad stays that
rational organization of accounting and control processes suggests
maintaining a systematic approach, integrity, comprehensiveness,
subordination,  dynamism,  strategic  accounting,  System-forming
interconnections of individual parts of joint contributions [13].

Under joint activity agreement without ¢ combine contributions each
participant uses his own fixed assets, bears its own expenses, and attracts its
own funds [14]. That, in fact, all participants implement their parts of
activities on their own, without the use of tools and resources of another
entity, agreeing with only on organizational issues implementing
commercial or non-commercial economic activity, as well as proportionally
sharing profit or other effects. Methodological aspects of accounting for
joint activity operations depend on many factors, which are schematically
grouped in Figure 1.

Thus, the basis for accounting of joint activity operations forms
such element of accounting method as documenting. It confirms the
distribution of participants’ contributions in joint activity and is the basis of
reflection of joint activity transactions on accounting registers according
joint activity agreement. The procedures of accounting and reporting of
joint activity operations are revealed enough in the legal field. But national
accounting legislation does not provide certain instructions on the
distribution of financial results of joint activity operations so far. In the
main activity, the basis for financial results distribution of is the protocol of
general meetings of founders and completed on its basis accounting
calculation. In the case of joint activity, such a body as meeting of founders
does not exist and therefore the order of results distribution must be
approved by the joint activity agreement. On the basis of the agreement, the
accountant of the enterprise-operator, which is responsible for the joint
activity accounting, must perform corresponding calculation. However, this
calculation is not supposed to be approved by any of the joint activity
participants, which means that none of them can be confident in correctness
of financial results distribution. In addition, accounting calculation is an
internal document of the enterprise-operator, which does not allow keeping
records in participants accounting systems. Therefore promising area of
joint activities operations accounting improvement is developing registers
that will help to coordinate the interests of the joint activity participants in
the financial results distribution issues and solve the problem of the joint
activity accounting data transparency.
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Legal regulation

v v v

Regulation || IFRS 11,|| The Civil Methodical recommendations || Law of Ukraine
(standard) of || "Collabor|[Code (Articles| [on accounting of joint activities|| "On Foreign
a‘f?l‘:’i‘r’]’;tr']’;?allz ative || 1130-1143) || without establishing a legal Economic
investments” Activity entity Activity

Types of participants contributions in joint activity
[
v v v L 4
Cash Other property Business reputation and Skills and skills,

(stocks, fixed assets,
intangible assets)

business interrelation, labor
participation, work performed,
services

professional and
other knowledge

Accounting of joint activity operations

v

Without establishing of a legal entity

With establishing of a legal
entity

Documentation of joint operations is carried out in
H»{typical forms of primary documents or independently
developed by participants.

In the accounting records (in separate analytical
accounts) and financial statements reflect each
member: assets involved in joint activity which it
controls or its share of the jointly controlled assets; the
H»(obligations which he has taken to carry out; its share in
any obligations undertaken with other participants in
relation to this activity; income or expenses incurred in
the process of joint activity

Financial investments are
accounted using the equity
method on the last day of
the month when investors
became controlling
members of a joint venture

Settlements of joint activity operations registered in the
.>|subaccount 377 "Payments with other debtors"

Other operating income is accounted in subaccount 719
>!"Other operating income"

Other operating expenses are accounted in subaccount
(949 "Other operating expenses"

The application of the
equity method for financial
investments accounting
shall cease from the last
day of the month when
controlling participant of a
ljoint venture ceases to
exercise joint control over i
a joint venture or
significantly affect its
activities

Fig. 1. Conceptual foundations of joint activity operations accounting
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Conclusion. Joint activity as a way of doing business in comparison
with the foundation of an enterprise (legal entity) has both advantages and
disadvantages. The advantages are that the expenses at the initial stage are
minimal; participants may not combine deposits; organization of such
activity is simpler; participants themselves establish rules of joint activity in
case they do not contradict the law. The main disadvantage of joint activity
is that it restricts the possibility expansion and development of
entrepreneurial activity, because joint activity does not create an enterprise
and does not provide an opportunity to open branches and other divisions or
advertise their activities as a permanently created company. Joint activity
aims achieving exact commercial or non-commercial purposes and therefore
it is limited in time. The developed methodological issues of the join
activity operations accounting reveal the conceptual foundations of
organization of accounting in order to fulfill information needs of all joint
activity participants.
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