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ACCOUNTING AND ANALYTICAL SUPPORT FOR INVESTMENT IN INNOVATION:
NATIONAL AND INTERNATIONAL STANDARDS

OBJIKOBO-AHAJIITUYHE 3ABE3NEYEHHS IHBECTHUIIIN B IHHOBAIIII:
HAIIIOHAJIBHI TA MIZKHAPOJHI CTAHAAPTHU

The article presents an examination of the issue of the methodical accounting of investments in innovative
activities of the enterprise. A review of the domestic and international regulatory framework and scientific litera-
ture reveals an absence of a clear mechanism for accounting for enterprises' investments in innovative activities.
The article identifies the differences between invention and innovations from the perspective of accounting, taking
into account their development and implementation stages. A methodical approach to the accounting and control of
investments in innovation is put forth, based on the definition of the essential feature of the anticipated outcomes
from the implementation of such investments. The proposed approach allows for the creation of an effective system
of accounting and analytical support for investments in enterprise innovations, in accordance with the requirements
of national accounting regulations (standards) and international accounting and reporting standards.
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VY cTarTi AOCTIHKEHO MTUTAHHS METOAUYHOTO 3a0€3MeYeHHs 00Ky IHBECTHIIIH B IHHOBAIIHY JisUTbHICTD ITiJI-
npueMcTBa. Ha 0CHOBI MpoBeeHOTO aHaMmi3y BITUYM3HSHOI Ta Mi>KHAPOAHOI HOPMATUBHOI 0a3u Ta HAYKOBUX ITPaIlb
JIOBEZICHO BiJICYTHICTh YITKOTO MEXaHi3My OOJIIKY BKJIAJCHb MiANPHEMCTB B IHHOBAII{HY AiAIbHICTh. BU3HaueHO
BIIMIHHOCTI IHHOBAIIi} Ta HOBAIill 3 TOUKH 30py OyXraiaTepchKoro o0MiKy 3a eTanaMu ix po3poOKHU Ta BIPOBAKEH-
Hs1. KiHIIeBUM pe3yabTaToM eTary MPOBEACHHS JOCTIHKEHb € OL[IHKa OTPUMAHUX PE3yIbTaTiB MiANPUEMCTBOM-HO-
BaTopoM. JJ1st IbOoro HeoOXiJHO HaJaTH BiINOB1/Ib HAa MUTAHHS, YU MOXKE MIANPUEMCTBO JOBECTH TEXHIUHY peastizo-
BaHICTh MPOEKTY Ta HOTO EKOHOMIUHY e(eKTHBHICTh (YMOBU BU3HAHH:). [Ipy oTprMaHHI TO3UTUBHUX BiINOBiIeH
HAa YMOBH BH3HAHHS JKUTTE€3IaTHOCTI OTPUMAHUX PE3YJbTATiB €TaIy IOCHTIPKSHHS IMEPEXOAATh 10 NPYTOTo eTaIry
— Po3poOKK IHHOBAIIHHOTO TPOAYKTY, ITOCIYTH, CEepBicy. BuTparn meprroro eramy BKIIOYAIOTHCS IO MTOTOYHUX
BUTpAT MiANPHEMCTBA, IO JO3BOJSE MPUCKOPUTH Yac X BIANIKOAYBAaHHSA. BuUTpaTtu Apyroro eramy BiTHOCSITHCS
JI0 COOIBapPTOCTI CTBOPEHOTO aKTHUBY. 3aJIC)KHO BiJl BHJIy TAKOTO aKTUBY (0OOPOTHWI 4M HEOOOPOTHHIA), Oy/e Bif-
PI3HATHUCS MEXaHi3M BiIIIKOJAYBaHHS IMOHECCHUX Ha JIAHOMY €Talli BUTPAT. 3allpONIOHOBAHO METOMUYHHUHN TIiIXij
710 OOJIiKy Ta KOHTPOJIIO iHBECTHIIN B iHHOBALlii HA OCHOBI BU3HAUCHHS CYTHICHOI O3HAKN OWIKyBaHUX PE3YJIbTaTiB
BiJ] 31ICHEHHS TaKWX BKIIJCHb. BUIIICHHS OKpEMHUX €TalliB aHaIi3y 1HHOBAI[IHOTO MPOoIieCy K 00’ €KTy OyXrai-
TEPCHKOTO OOMIKY TO3BOJIMIIO 3aIPONOHYBATH METOAMYHMIN MiAXiA 10 HOro BiTOOpakeHHS B CHUCTeMi OyXrairep-
CBKHX paxyHKiB. J[ys 00iKy iIHBECTHUIIIH MiIIPHUEMCTBAMU-HOBATOPAaMH BU3HAUEHO MOXIINBI BapiaHTHU 3aJI€KHO BiJ]
(hopMU KIiHILIEBOTO PE3yNbTaTy BiJl HUX: HOBUH (YIOCKOHAJEHUI) IPOAYKT (CepBic, MOCIyra) — 00OpOTHUI aKTHB;
HOBa (yJOCKOHAaJIeHa) TeXHiKa, 00IaJHaHHsA, HeMaTepialbHi aKTUBU — HEOOOPOTHHUN aKTHUB, 110 MOXKE OyTH peaJi-
30BaHUI a00 BUKOPUCTAHUI B IOJAIBIIOMY UM ITiIIPUEMCTBOM. 3aIIPOIIOHOBAHUH ITiIXi1] TO3BOIISIE TTOOYIyBaTH
e(heKTUBHY CHCTEMY OOJIIKOBO-aHATITUYHOTO 3a0€3MCUCHHS 1HBECTHIIIA B IHHOBAIIT MiIMPUEMCTB 3 BpaxyBaHHSIM
BHMOT HalllOHAJIBHUX MOJIOXKEHB (CTaHAAPTIB) OyXTraJlTepChKOro O0JIKY Ta MIXKHAPOIHUX CTAaHIAPTIB OyX0O0JiKy Ta
3BITHOCTI.

KuniouoBi ciioBa: Oyxrantepchbkuil OOMiK, ayniuT, KOHTPOJb, 1HBECTHIIi, iHHOBamii, MDKHApOJHI CTAaHIAPTH
00JTiKy Ta 3BITHOCTI.
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Statement of the problem. The development and
competitiveness of companies directly depend on
investments in innovation. A review of analytical reports
by international rating agencies proves this thesis at the
macro and international levels. Countries that are leaders
in terms of innovation activity also rank first in terms of
economic development and international competitiveness.
At the micro level, the initial information base for
analysis is accounting data. It is the information in the
financial statements that makes it possible to determine
the economic situation of the company, its availability
of financial and other resources, including current and
non-current assets. Analytical accounting information
reveals the components of the company's assets and
the degree of their use. Investments in innovations have
their own specific features, in particular, a high degree of
unpredictability of the expected results and the duration of
their implementation. Understanding the nature of these
investments at different stages of their life cycle is the
basis for their accurate accounting. This makes it possible
not only to more reliably determine the amount of costs
and revenues for innovation projects, but also to monitor
investment costs and revenues using audit procedures.
Thus, it is important to develop accounting and analytical
support for investment in innovation, taking into account
the requirements of national and international accounting
and reporting standards.

Analysis of recent research and publications. The issues
of innovation and investment activity have been studied
by many domestic and foreign scholars. In particular, the
peculiarities of assessing the effectiveness of investment
in innovation have been deeply studied by Benlemlih M.,
Bitar M [1], Gao R., Yu X. [2], Keum D. [3], Bessonova A.,
Komarov A. [4]. Scientists have outlined the issues of
determining the amount of investment costs, forming the
revenue side of innovative projects, and assessing their
economic efficiency [5]. Hrybovska Yu. [6], Hrynyk O.
[7], Makarovych V. [8], Lehenchuk S., Vyhivska I. [9]
investigated the issue of accounting for costs, including
development, research, etc. It should be noted that there
is a significant regulatory framework governing legislative
issues related to the implementation of innovation and
investment activities [10], methodological aspects of cost
accounting and their reflection in financial statements,
in accordance with the requirements of domestic and
international legislation [11-14]. However, the issue
of accounting and analytical support for investment
in innovation, taking into account the peculiarities of
identifying these costs in accordance with the stages
of the life cycle and expected results, taking into
account the requirements of national and international
accounting and reporting standards, requires additional
research.

Formulation of the research task. The article is aimed
at improving the methodological approaches to accounting
and controlling investments in innovations on the basis
of the essential identification of the nature of these costs
and the expected result. Implementation of the proposed
recommendations is expected to result in improvement
of analytical support of information on investments in
innovations based on the application of national and
international accounting and financial reporting standards,
formation of a base of accounting and analytical support
for these operations at the company level.

Summary of the main research material. Innovative
activities require significant investments and carry a high
degree of risk. Such investments are usually classified as
venture capital investments, i.e., high-risk investments.
We believe that timely accounting and audit of innovation
costs can reduce the degree of risk and minimise
losses from such investments. The peculiarity of these
investments is a high degree of uncertainty, which does
not allow making a reliable decision on their effectiveness.
According to the Law of Ukraine “On Innovative Activity”
[10], innovations are newly created (applied) and (or)
improved competitive technologies, products or services,
as well as organisational and technical solutions of a
production, administrative, commercial or other nature
that significantly improve the structure and quality of
production and (or) the social sphere. This concept
should be distinguished from the concept of invention.
In particular, an invention involves the creation of
something new or the improvement of an existing product,
technology, etc. Innovations, on the other hand, involve
creating new value or increasing the value of something
that already exists. In other words, from an investment
perspective, an invention is an investment that is not yet
known to bring any benefits in the future. Instead, an
invention becomes an innovation when it begins to bring
some benefits from its application, i.e., a commercial effect.
The result of an innovation activity can be an innovative
product, service or process. These results may be developed
and implemented by the same enterprise, or different
enterprises may develop and implement innovations.
Accordingly, there is a need to identify investments in such
developments from an accounting perspective, as different
accounting procedures, accounts, documents, etc. will be
involved. The problem is the lack of a clear mechanism
for reflecting the costs of innovation in accounting. Taking
into account the requirements of international standards
(IAS 38) and national accounting standards (National
Regulations (Standards) of Accounting 15 “Revenues”,
16 “Expenses”, 7 “Fixed Assets”, 8 “Intangible Assets”,
5 “Inventories”), we propose a logical sequence of actions
toreflect the costs of research and its further implementation
in Figure 1.

Stage 1 involves investments in research that the
enterprise conducts for the first time to obtain and
understand new scientific and technical knowledge. For
example, the following activities may be carried out at this
stage:

— activities aimed at obtaining new knowledge;

— search, evaluation and final selection of the
application of research results or other knowledge

— search for alternatives to materials,
products, processes, systems or services

— formulation, development, evaluation and final
selection of possible alternatives to new or improved
materials, devices, products, technological processes,
systems or services.

Such research expenditures are recognised as an
expense as incurred. In accordance with the chart
of accounts [14], such expenses may be recorded in
accounts 39 “Prepaid expenses”, 941 “Research and
development expenses” in correspondence with the
relevant elements of direct expenses, incurred at this stage
(13 “Depreciation of non-current assets”, 20 “Inventories”,
22 “Low-value and quickly wearing items”, 66 “Settlements

devices,
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Figure 1. Formation of innovation costs in accounting

Source: author's development

on payments to employees”, 65 “Settlements on insurance”,
63 “Settlements with suppliers and contractors”, etc.).

At the end of Stage 1, the innovator company must
evaluate the results obtained. To do this, it is necessary to
answer the following questions — whether the company can
prove the following provisions (recognition conditions):

— the technical feasibility of completing the asset so
that it is available for use or sale;

— its intention to complete the asset and use or sell it;

— its ability to use or sell the asset;

— how the asset being created (improved) will generate
probable future economic benefits, as well as the existence
of a market for the asset itself, or its usefulness;

— availability of appropriate technical, financial and
other resources to complete the development and use or
sell the asset;

— its ability to measure reliably the expenditure
attributable to the asset during its development.

In this context, an asset is defined as an asset being
created or improved that will generate economic benefits in
the future. It may be machinery, equipment, technology or
other intangible asset; products or services that the innovator
will produce in the future and sell to consumers; developed
(improved) product/service, technology that is sold to other
companies for implementation (use) by other companies.

If the innovator answers the above questions
(recognition conditions) in the affirmative, then further
expenses will be charged in the accounting records to the
appropriate account for the formation of the cost of the
innovative product, service or activity.

In the case of creation of an innovative object
(stage 2) that will have a useful life of more than one
year (equipment, machinery, intangible assets, etc.), such
costs will be subsequently recorded in account 15 “Capital
investments” with the choice of the appropriate subaccount.
Upon completion of the creation of such an innovative
asset, all expenses accumulated in the debit of the relevant
subaccount 15 are transferred to the debit of the relevant
non-current asset account.

Innovative activities may result in the creation of new
types of products (goods, works, services), i.e., current
assets. In this case, the costs collected by debiting account
941, including the costs of research, preparation and
development of production of new products (goods, works,
services), will be written off to production (account 23).
The cost of innovative products (goods, works, services)
determined in this way will be taken into account when
setting their selling price (at stage 3).

If the company did not develop from scratch, i.e.,
acquired an innovative asset from an innovator and
carried out additional work (research, improvement, etc.),
then such an acquired object will be included in capital
investments in account 15 or in production inventories
(account 20).

Thus, we believe it is necessary to identify two
key issues for determining the accounting accounts for
innovation investments:

1) in what form the innovative development will be
presented — products, services, services (current assets) or
machinery, equipment, technology, software product (non-
current assets);

2) at what stage the company makes such investments —
at the first stage (research) or at the second stage, when the
economic feasibility of the project has been proven.

The answers to these questions allow us to make a
decision on whether to write off these costs: to include
them in the cost of innovation or in current expenses.
This question is key to determining the final financial
result of innovation activities. Including investments in
research costs allows the company to include them in the
current period's expenses and take them into account in
the current period's financial results (decrease in profits).
If the investment costs are included in the cost of innovative
products (services), i.e., in current assets, such costs will be
reimbursed at the date of recognition of income from the
sale of such current asset (innovative product, service, or
service). If the investment in innovation results in a non-
current asset (equipment, machinery, intangible assets) that
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will be used by the developer for more than one year, such
expenses will be reimbursed gradually by depreciating the
newly created non-current asset.

Conclusions. Investments in innovation are a necessary
element of ensuring the competitiveness of an enterprise.
Accounting is the source of information that allows analysing
and controlling such expenses and related income.

The carried out analysis of the regulatory support for
accounting for investments in innovation in accordance with
the requirements of national and international accounting
and reporting standards allowed to build a scheme of

logical analysis of operations on investment in innovation
for their further reflection in accounting. The key questions
have been identified, the answers to which allow choosing
one of the proposed options for reflecting these costs in
accounting. The proposed methodological approach
to accounting and analytical support of investments in
innovations allows to implement a transparent mechanism
for their control and audit based on accounting data.
Further research requires taking into account the industry-
specific features of the accounting support for investment
and innovation activities of enterprises.
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