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Abstract. The purpose. Study of the peculiarities of the organization of the internal control system of fixed as-
sets in order to reduce the risks of ineffective use and theft. Research methods. Analyzed normative acts, expla-
nations of regulatory authorities, judicial practice. Particular attention is paid to the analysis of federal accounting
standards governing the accounting of fixed assets, which come into effect from 2022. Results. Changes in regu-
lations governing the procedure for conducting accounting and tax accounting require adjustments and methods
of verification by internal controllers. Fixed assets are components of the material and technical base of the
enterprise, allow increasing sales, producing quality products and increasing attractiveness in the eyes of inves-
tors. The introduction of new accounting standards, as well as the strengthening of administration by the regula-
tory authorities, require a revision of internal local documents and changes to the internal control methods. The
directions of the organization of internal control of fixed assets, practical examples of incorrect reflection in the
accounting of assets and the consequences leading to additional taxes are considered. The risks of theft and inef-
fective use of fixed assets arise from both managers and employees of the enterprise. Properly organized internal
control will help identify fraud patterns and reduce the risks of damage to the enterprise. The paper proposes
step-by-step algorithms for organizing internal control for the main business operations associated with the use
of fixed assets. Namely, the algorithm for checking the accrued depreciation, repair costs, documents confirming
the liquidation of fixed assets. Errors made in the formation of the initial cost can lead to a distortion of the cost,
the book value of fixed assets and lead to an incorrect calculation of income tax and property tax of organizations.
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Introduction

One of the important components of the material
and technical base of the organization are the fixed as-
sets that are necessary to improve the efficiency of the
enterprise. The use of fixed assets in the activities of
the enterprise gives the business stability and attrac-
tiveness in the eyes of potential investors.

By purchasing modern production equipment, a
business owner, as a rule, expects to increase sales
volumes, as well as improve the quality of products.
Efficient use of fixed assets helps to improve technical
and economic indicators, reduce production costs and,
as a result, increase profits.

In the process of carrying out business activities,
there are risks of theft and inefficient use of fixed as-
sets. In practice, it can be quite difficult to find the
culprit and withhold from him the amount of damage
caused [1]. In such a situation, the company will have
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to cover this loss at its own expense. Accordingly, spe-
cial attention is paid to the organization of accounting
and effective control of assets [2—5]. The organization
of internal control will reduce the above risks, as well
as ensure compliance with the requirements of the cur-
rent legislation. The Law on Accounting provides for
the obligation to organize and implement internal con-
trol of accounting and preparation of accounting (fi-
nancial) statements for those economic entities that are
subject to mandatory audit'.

When organizing control measures, the internal
controller must also take into account the increasing
importance of the audit of financial statements. Since
2020, if an audit is mandatory for an enterprise, then in
the corresponding field of the balance sheet it is neces-
sary to make a note about this and indicate information

! Federal Law of December 6, 2011 No. 402-FZ “On Accounting”.
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about the audit organization (individual auditor)** *.
Incorrect reporting may not allow obtaining an audit
report that will have a positive value from the point of
view of potential investors and banks [§].

Makes its own adjustments to accounting and a
new standard for fixed assets. In 2022, FAS 6/2020 and
FAS 26/2020 become mandatory for application, so it
will be necessary to revise the criteria for classifying
assets as fixed assets, limits, useful lives, depreciation
groups. Particular attention should be paid to changes
in the accounting of industrial and agricultural enter-
prises, which, as a rule, have a significant amount of
fixed assets in the property.

The purpose of internal control of property, plant
and equipment is to ensure that assets are acquired in
the most economical way, that they are physically pre-
served, that they are maintained in working condition,
and that that assets are disposed of at the most favor-
able price. Based on the purpose, the tasks of internal
control should include [9]:

— the acquisition of fixed assets should not be car-
ried out without the consent of the head of the enter-
prise;

— ensuring the correct assessment of the value of
assets in the organization’s accounting;

— conducting analytical accounting for individual
inventory items;

The main issues of organizing
internal control of fixed assets

i l il il il el

— timely inventory in order to protect against theft,
abuse, accidental death;

— registration of the disposal of fixed assets with
the relevant documents, with the mandatory approval
of the head.

Methods

In the course of the study, general scientific re-
search methods (synthesis, system method, structural
method) were used. Regulations, clarifications of
regulatory authorities, judicial practice were studied,
according to the results of the study, systematized veri-
fication algorithms were proposed

Results

The main areas that the internal controller should
pay attention to when organizing control over fixed as-
sets (Fig. 1).

Increased attention from the internal controller re-
quires checking the safety of fixed assets. The main
method by which the safety of objects is checked is
inventory [9; 10]. With its help, control over the safety
of assets is carried out, including a comparison of the
actual availability of objects with accounting data. If
deviations are found, it is necessary to obtain explana-
tions from the responsible persons. In the course of the
inventory, the correctness of the assignment of inven-
tory numbers is also revealed. For example, inventory
numbers of retired fixed assets cannot be assigned to
other newly incoming objects.

A4

Preparation of primary documentation related to the
acquisition, repair, disposal

Ensuring control over the presence and safety of fixed assets

| The validity of the inclusion of assets in fixed assets

value

The correctness of the establishment of the initial value, book

Accrual of depreciation in accordance with the established
norms and service life

Timeliness and quality of repair

Systematic inventory

_

tax reporting

Confirmation of the accuracy of information in accounting and

Fig. 1. Directions of the organization of internal control of fixed assets

2 Federal Law of December 30, 2008 No. 307-FZ “On Auditing”.

# Federal Law of August 3, 2018 No. 303-FZ “On amendments to Certain Legislative acts of the Russian Federation on taxes and fees”.
# Order of the Ministry of Finance of the Russian Federation of April 19, 2019 No. 61n “On Amendments to the Order of the Ministry of
Finance of the Russian Federation of July 2, 2010 No. 66n “On Forms of Accounting Statements of Organizations”.
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The internal controller should pay attention to the
quality of the inventories conducted by the enterprise.
For this, documentary control is carried out [11]:

— observance of terms and order of inventory;

— the order of summing up;

— decisions to resolve the identified discrepancies;

— the correctness of the reflection of the results of
the inventory on the accounts of accounting.

Control must be organized taking into account
signs of possible violations and typical errors [12; 13].

Documents drawn up upon receipt of fixed assets
by the enterprise may contain the following violations:

— the dates of drawing up acts of commissioning
precede the dates of acquisition of fixed assets;

— the accounting unit of fixed assets is incorrectly
defined;

— one inventory object is counted as several. Ac-
counting for each part of the same item is possible only
if their useful lives are significantly different. The ac-
counting policy should fix the criterion of materiality
of terms of use™ °.

It should be borne in mind that employees can re-
distribute the value of the asset among the individual
parts in the right way, namely: assign the main part of
the cost to some auxiliary devices, and make the neces-
sary liquid parts very cheap, in order to subsequently
sell (transfer) to the right organization. To exclude such
a situation, it is necessary to check the documents of
the equipment supplier, which contain a list of equip-
ment with sales prices.

Increased control is recommended to be given to
asset misappropriation fraud schemes that have been
identified in the practice of enterprises in order to re-
duce the risk of damage to the enterprise. In practice,
such schemes are the following operations:

— purchase/sale of fixed assets on conditions known
to be unfavorable for the company in order to receive
remuneration;

— use of fixed assets for personal purposes, in par-
ticular, for the production of products, obtaining a loan
secured by them, etc.;

— transfer of fixed assets for rent, collateral on un-
favorable terms for the company, which may subse-
quently lead to their loss if the terms of the collateral
are not met;

— making fixed assets as a contribution to the au-
thorized capital of third parties affiliated with manage-
ment, which involves the transfer of fixed assets to the
balance of another person and the loss of this property
by the company;

— early unjustified write-off of fixed assets and
their further sale to persons affiliated with manage-

ment or use for personal purposes;

7 Order of the Ministry of Finance of the Russian Federation of September
17, 2020 No. 204n “On approval of Federal Accounting Standards FAS
6/2020 “Fixed Assets” and FAS 26/2020 “Capital Investments”.

¢ Order of the Ministry of Finance of the Russian Federation of October
13, 2003 No. 91n “On approval of Methodological guidelines on
accounting of fixed assets”.
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— transfer of fixed assets for safekeeping to third
parties affiliated with the management, and their fur-
ther use for personal purposes, etc.

Errors made in the formation of the initial cost of
fixed assets may lead to a distortion of the cost, residu-
al value of fixed assets, debt to the budget for property
taxes and profits of the organization as of the reporting
date. In accordance with the FSB, fixed assets in ac-
counting upon recognition are valued at their original
cost, which is determined as the amount of capital in-
vestments in the object [14].

To reduce the risk of fraud in the purchase / sale
of fixed assets on terms that are obviously unfavor-
able for the enterprise in order to receive remuneration,
verification should be carried out using documentary
control methods. It is necessary to make sure that the
cost is formed in accordance with the documents re-
ceived from the supplier. The initial cost of the object,
in accordance with the norms of the current legislation,
should include’ [15; 16]:

— the value of the asset determined by the contract
and payable to the supplier;

— the value of assets written off or depreciable in
connection with their use in capital investments;

— salary accrued to employees taking part in the
implementation of capital investment, taking into ac-
count deductions for compulsory social insurance;

— an appraisal obligation, including for future dis-
mantling, disposal of property and environmental res-
toration.

Using the inventory lists, it should be established
whether all fixed assets have been transferred to em-
ployees with whom liability agreements have been
concluded. When exercising documentary and actual
control, the controller should make sure that there is
a list of orders that approved the lists of materially re-
sponsible persons. When identifying fixed assets that
are not accepted by materially responsible persons,
the internal controller checks the availability of these
funds and their condition. If it is unsatisfactory, then
the guilty persons are identified and their transfer to
the financially responsible person is ensured. Objects
are checked and protected, for example, the presence
of an alarm in the room where objects are stored, the
presence of bars on the windows and the operation of
security systems.

When checking the movement of fixed assets, you
should pay attention to® [11; 13]:

— availability and correct execution of all necessary
accounting documents (acts, inventory cards, etc.). En-
tries in fixed asset accounting cards are verified with
the data of primary accounting documents. Records

7 The Tax Code of the Russian Federation (Part Two) of July 19,2000
No. 118-FZ.

% Order of the Ministry of Finance of the Russian Federation of
October 31, 2000 No. 94n “On Approval of the Accounting Plan of
Financial and Economic activities of organizations and Instructions
for its Application”.
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in inventory cards should be compared with technical
data sheets. Inventory cards are checked in total against
synthetic accounting data. If discrepancies are found in
accounting registers or technical documentation, they
should be corrected;

— if any fixed assets are taken or leased, then this
should be reflected in off-balance accounts 001 “Leased
fixed assets” (from the lessee) and 011 “Fixed assets
leased” (from the lessor).

All facts of untimely posting of fixed assets are re-
vealed. Such facts may indicate the use of fixed assets
for the production of unaccounted for products, use for
personal purposes, etc. [11].

The controller is advised to verify the actual opera-
tion of the accepted fixed assets. In practice, cases of
posting of newly constructed buildings were revealed,
the cost of which included the cost of the actually stolen
equipment. To identify such violations, the data of the
inspection of objects in kind should be compared with
the data reflected in the act of acceptance and transfer
of fixed assets. The correctness of the receipt of newly
created objects is determined by comparing the objects
accepted for accounting with the information indicated
in the title list, estimate. The cost of imperfections iden-
tified during the acceptance of the constructed object
should be attributed to the increase in cost, and not to
costs [11].

When controlling the acquisition of new equipment,
they check the completeness of accounting for sets of
spare parts, tool kits.

Fixed assets with a low cost can occupy a signifi-
cant part in the structure of the company’s assets. To
reduce the burden on the accounting system of an en-
terprise, from 2022, you can use the FAS 6/2020 norm
and not keep records of fixed assets with such a value.
Write off the costs of their acquisition as expenses at a
time in the period in which they arose. In the account-
ing policy of the enterprise for accounting purposes, it
is necessary to set a limit on the value of fixed assets,

i l il il il el

taking into account information about their materiality.
Recall that for the purposes of tax accounting, fixed as-
sets include property with an initial value of more than
100,000 rubles (art. 257 (1) of the Tax Code of the Rus-
sian Federation). It is possible to assume that the estab-
lishment of the same limit on the value of fixed assets
in accounting and tax accounting will allow avoiding
the accrual of deferred taxes.

On the one hand, the advantages of this approach
are obvious, but having written off the cost of low-val-
ue fixed assets to the expenses of the current period,
the enterprise needs to ensure proper control over their
safety. Firstly, such a requirement is established in the
FAS (art. 5 of FAS 6/2020), i. e. it will be necessary to
organize the accounting of fixed assets for the balance
sheet. Secondly, to reduce the risk of theft and fraud by
employees of the organization. Third, when a signifi-
cant number of such items are used in an entity’s ac-
tivities, information about the totality of values may be
material to users of financial statements. In particular,
from the point of view of potential investors, an enter-
prise with a high share of fixed assets is more attractive
and reliable. If the organization plans to receive bor-
rowed funds, then the net assets indicator is important.

The useful life (hereinafter referred to as the SPI)
of an item of fixed assets when accepting an item for
accounting is determined by the organization indepen-
dently.

When the SPI objects are installed, the classifica-
tions of fixed assets included in the depreciation groups
can be identified’. Please note that the SPI according to
FAS 6/2020 depends on the expected:

— period of operation;

— physical wear and tear, taking into account the
mode of operation, the system for carrying out repairs;

— obsolescence, for example, as a result of changes
in market demand for finished products or services;

— plans for replacement and modernization, techni-
cal re-equipment.

Depreciation
check

The legality of assigning fixed assets to the corresponding
depreciation groups is established

Justification of the
decreasing coefficients to the basic rate of depreciation

application of increasing and

Purposes

Legality of Suspension of Depreciation for Tax Accounting

In the event of reconstruction or modernization of a fixed
asset object, the correctness of the revision of the SPI

Correctness of attribution of depreciation to direct or
indirect expenses for income tax purposes

Fig. 2. Algorithm for checking accrued depreciation

9 Decree of the Government of the Russian Federation of January 01, 2002 No. 1 “On the Classification of fixed Assets Included in depreciation

groups”.
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When checking depreciation, it is necessary to es-
tablish whether individual fixed assets are correctly
assigned to the corresponding groups according to de-
preciation rates. The amount of accrued depreciation
affects the cost of production, incl. for the purposes of
tax accounting for income tax, as well as for the calcu-
lation of property tax. Due to the fact that in the new
FAS 6/2020 the concept of “book value” is given, and
the concept of “residual value” is absent, we will clar-
ify the definition of the tax base for property tax [14].
To calculate the taxable base for property tax, deduct
depreciation and depreciation from the purchase price
of a fixed asset and add the cost of investments related
to the improvement and (or) restoration of objects. The
internal controller can use the following depreciation
check algorithm (Fig. 2).

When checking, the specifics of production should
be taken into account [2; 7]. In particular, at agricul-
tural enterprises until the end of 2021 for accounting
purposes, depreciation is charged during the season.
For example, the activity was carried out 6 months
a year, respectively, it was necessary to write off 1/6
of the annual depreciation rate during the 6th season.
There is no such rule in FAS 6/2020, i. e. the frequency
of depreciation is not regulated, the organization has
the right to choose the most suitable depreciation op-
tion for itself.

-rpapnbn‘/’[ BeCTHMK Ypama Ne 02 (217), 2022 1.

There are also some features of depreciation ac-
counting, which must be taken into account when
checking, in tax accounting. As a rule, when calculating
income tax, the taxpayer must take into account depre-
ciation on fixed assets used directly in the production
process as part of direct expenses. And accordingly,
distribute it to sold products, work in progress, the bal-
ance of finished products, the balance of shipped, but
unsold products. However, in practice, and this is also
confirmed by arbitration practice, the taxpayer can jus-
tify the need to classify depreciation costs as indirect,
taking into account the production specifics of the enter-
prise'. According to the court, the list of expenses that
should be attributed to direct expenses is not closed. In
the accounting policy, the organization may specify the
criteria for classifying expenses as direct or indirect.
In particular, for production equipment used simultane-
ously in the manufacture of a wide range of products
(when fulfilling various orders), especially if the specif-
ics of production do not allow determining the operat-
ing time of a particular machine for the manufacture of
a particular product, then depreciation can be included
in indirect expenses. Thus, depreciation on equipment
used simultaneously in the production of several types
of products can be recognized as an indirect expense.

For property to be considered depreciable, it must
be used to generate income. It should also be borne in
mind that in the event of a temporary lack of income
from the use of depreciable property in the organiza-
tion, depreciation does not stop''.

Repair of fixed
assets

P

Defective statement, which reflects the state of the object

out repairs

Estimates for repair work, drawn up either by a third-
party contractor, or by our own department carrying

carried out

The order of the head to carry out repairs, which
reflects the timing of the repair work, the way it is

Repair contracts, if contractors are involved

Invoice for the internal movement of fixed assets, if the
object is being repaired in an economic way

TIZ DN~<F D < ZF > <F 0

The correctness of the reflection of repair costs for the
purposes of accounting and tax accounting

purposes

Justification of creating a reserve for tax accounting

Fig. 3. Algorithm for checking repair costs

70 Resolution of the AC of the Moscow District of March 10, 2020 on case no. A41-12948/2019.
" Letter of the Department of Tax and Customs Policy of the Ministry of Finance of the Russian Federation of April 27, 2020 No. 03-03-
06/1/34012 “On the accrual of depreciation in respect of fixed assets held for sale”.
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Documents verified during the audit

Il

Piecework outfits. Limit fence cards for
the release of materials and spare parts

from the warehouse

Overhaul plan and estimate and

| technical documentation

»| Repair schedule. Monthly certificates

on the cost of work performed

Repair type
Operating OS repair

%)

9

S

S

B

g,

N

& Overhaul

£

S

S

<

S

S

“: Household repairs
15y

“

Q

>

S

Qq

Contracted repairs

Contract, acts of acceptance of work
performed, invoices, estimates

Repair of leased OS

Contract, acts of acceptance of work
performed, estimates

Fig. 4. Steps for checking repair costs

To keep assets in working condition, it is necessary
to carry out systematic and timely repairs. The orga-
nization must draw up annual, quarterly and monthly
plans for repair work, which are approved by the head.
Fixed assets to be repaired undergo a preliminary ex-
amination by representatives of engineering and tech-
nical personnel.

The algorithm for checking repair costs can be rep-
resented as follows (Fig. 3).

It is necessary to clarify in what way the repair
was carried out, contract, economic or mixed, in order
to verify supporting documents. In particular, when
checking current repair operations, on the basis of or-
ders and limit-fence cards for the release of goods and
materials from the warehouse, they determine the cor-
rectness of payroll and the expenditure of materials and
spare parts. Repairs carried out by an economic method
must be verified through a survey of facilities and en-
sure the actual use of parts, assemblies, assemblies in
the specified scope of work performed, as well as the
reliability of the information reflected in the monthly
certificates of the cost of work performed on the over-
haul of each asset [17]. The main types of repairs, as
well as the documents required for verification, are
shown in the Fig. 4.

When checking operations for accounting for repair
costs, attention is paid to the correctness of attributing
work to current or capital repairs, which are accounted
for as part of other income tax expenses. If after the

repair there was a change in the main technical char-
acteristics or the purpose of the object being repaired,
then such changes will be regarded as modernization
(reconstruction), the cost of which will change the orig-
inal cost of the object (art. 257 (2) of the Tax Code of
the Russian Federation).

As judicial practice shows, tax authorities quite of-
ten reclassify major repairs into reconstruction.

During the inspection, it was found that the organi-
zation carried out work on the repair of railway tracks
and the replacement of switches, as a result of which
the rails were replaced with a more improved brand,
which, according to the IFNS, led to an increase in the
capacity of railway tracks. The cost of work on the re-
construction of the railway tracks of the shunting area
and switches changes the initial value of the objects of
depreciable property, therefore, should be written off as
part of expenses by depreciation.

At the time of the work, the railway tracks were
physically worn out, unsuitable for further operation of
fixed assets (created in 1960), with a residual value of 0
rubles. Therefore, the courts concluded that, in fact, the
construction of a new railway track took place on the
site of obsolete, physically worn out and unusable fixed
assets. According to the results of the audit, additional
income tax and property tax were assessed'?.

Attention should be paid to the changes introduced
by the new FAS 6/2020, if the organization’s costs for
repairs, technical inspection, maintenance with a fre-

72 Definition of the Armed Forces of the Russian Federation of December 12, 2019 No. 303-ES19-22337.
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According to the acts on liquidation of fixed assets, the

@ competence of the commission is established

The validity of the reasons for the liquidation of the
object is checked

According to the liquidation acts, they check the validity
of the liquidation costs

Fig. 5. Stages of verification of documents confirming the liquidation of fixed assets

quency of more than 12 months or more than the usual
operating cycle exceeding 12 months are recognized as
significant in value, then they should be recognized as
an independent inventory object.

The following facts help to establish the quality of
the major repairs carried out:

— long-term trouble-free operation of the fixed as-
sets after repair,

— reduction of downtime,

— reduction of maintenance costs,

— compliance with the inter-repair periods.

Operations on the disposal of fixed assets require
attention from the internal controller [18; 19]. Based on
the results of the audit, an analysis of the disposal of
fixed assets is carried out and conclusions are drawn
about the economic feasibility of disposal, the correct-
ness of reflecting transactions for the purposes of ac-
counting and tax accounting on the disposal of fixed
assets.

Documents on objects liquidated before the expi-
ration of the established service life must be carefully
studied in order to identify the perpetrators of the pre-
mature failure of the object, as well as the competence
of the persons included in the liquidation commission.
The stages of checking the liquidation of fixed assets
are shown in Fig. 5. One of the significant errors will
be the lack of documents confirming the liquidation of
the fixed asset.

A separate check requires the possibility of using in-
dividual units, parts, materials of the decommissioned

object, whether the assessment of units, scrap metal
and precious metals was carried out correctly (weight,
delivery to the appropriate warehouse, whether they
were entered into accounting accounts).

Let’s pay attention to one more change of the FAS,
this is the introduction of the concept of “liquidation
value”. Salvage value — the amount that the company
will receive after the end of depreciation and write-
off of the object, for example, in the form of materi-
als, scrap metal, etc. The correctness of the formation
of the salvage value should also be checked during the
audit process.

The organization of an effective internal control
system, as well as the development of the Regulation
on the maintenance of the internal control system of
fixed assets, will allow, including the enterprises of the
agricultural sector, to preserve assets. As well as:

— to stop the facts of untimely and incomplete capi-
talization of fixed assets;

— track how fully the capacity of the equipment is
used;

— exclude the posting of newly built facilities, the
cost of which includes the cost of actually stolen equip-
ment;

— prevent unreasonable liquidation and sale of ob-
jects at reduced prices.

An effective internal control system allows you to
competently organize accounting and accounting for
tax purposes, which will reduce the risks of additional
tax charges in the event of an audit by regulatory au-
thorities.
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