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The article presents comparative characteristics of joint venture accounting in Ukraine (aka “joint activity under simple
partnership agreement without creating legal entity”). Joint venture in Ukraine is not a separate legal entity but it is a sepa-
rate accounting entity and separate tax entity. The main regulative acts are studied. These are Accounting Standard 12 and
Guideline for accounting of joint venture participants without forming a legal entity. The paper has a comparison of joint
venture balance sheet preparation approach in Ukraine (proportionate consolidation) with IFRS 11. The article describes
the algorithm for preparing financial statements for such joint venture participants. Besides this, it has a special example
of preparation of balance sheet of joint venture’s participant in Ukraine. The author make a conclusion about Ukrainian
approaches to joint venture participants balance sheet preparation have to be harmonized with IFRS.
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Y cmammi onucani nopisnanvni xapakmepucmuku 6yxeanmepcbkoeo 00Ky chinvhoi disnvhocmi 6 Yipaini (mo6mo
«CRINLHOL OISLILHOCTE 34 002080POM NPOCHIO20 MOBAPUCMEA De3 cmeopelHsl IopuduyHoi ocobuy). Cninbha disnbHicms 3a 0020-
60POM NPOCMO20 MOBAPUCIEA 8 YKPAIHI He € OKpeMOI0 I0pUOULHOI0 0C00I0, ane € OKpeMolo 0coborlo O yinell Oyxeaimepcb-
K020 007Ky ma onooamxyeanus. Jlocniodxceni 20106Hi pe2yasmusHi HopmamueHo-npagosi axmu. J{o nux nanexcams I1(C)50O 12
ma Memoouuni pexomenoayii' 3i ckiadants QIH36IMHOCHIE YYACHUKIE CRINbHOL JiibHOCHI Oe3 cmBopenHtsl PUuoudHoi 0codu.
Cmamms mae nopiensnms nioxodie 00 cKIadanHs OANAHCY YYACHUKIG CRIIbHOI OisnbHoCcmi Oe3 CmBopenHsl IOPUOUYHOI 0cobuU
6 Ypaini (nponopyiiina xouconioayis) 3 MC®3 11. Pozeasinymo aneopumm cKia0anHs QIiHAHCOBOT 36iMHOCT YYACHUKIG CRilb-
HOI OistibHoCmi be3 cmeopents 10puduuHoi ocobu 8 Ykpaini. 3pobneno 6ucHogox npo neobxionicme eapmonizayii nioxooie 0o
CKNAO0anHs ODanancy y4acHuKie cnineHoi disnbhocmi 6e3 cmeopents 10puduuHoi ocobu 8 Yrpaini 3 eumozamu MCD3.

Knrouogi cnoea: cninvna Oisinbhicmyv; npocme mogapucmeo; nponopyitina Konconioayis;, okpema ocoba 8 00OniKy;
CRITbHUL KOHMPOLb; KOHCONI008aHA QIHANCO8A 36IMHICIb, OANAHC.

Taon.: 1. Bion.: 8.

B cmamve onucanvl cpagnumenshvle XapakmepucmuKu 6yxeanmepcKozo yuema coBMeCmuol 0esmenvHocmu 8 Ykpaune
(mo ecmv «co8MeCmHOU OessmenbHOCMU N0 002080PY NPOCHO20 MOBApUWecmea 6e3 06pazoeanus 10PUOULECcKO20 TUYa»).
Cosmecmnasn OesmenbHOCMb 30 002080POM HPOCMO20 MOSaApUuiecmea 6 Ykpaune He sA611emcs OmOenbHbIM OPUOUYECKUM
JUYOM, HO eCTb OMOENbHBIM JUYOM 05l Yenell OyXeanmepcKo2o yuema u Hano2oobnodxcenus. Mccnedosanwl enaghule pecyis-
musHble HopmamusHo-npasosvle axmol. K num omnocamces IIBY 12 u Memoouueckue pexomenoayuu no cocmagienuio gu-
HOMYEmHOCMU YUACHHUKO8 COBMECHHOU deamenvHocmu 6e3 co30anus opuoudeckoeo auya. Cmamovs umeem cpagHeHue
1n00X0008 K COCMAseHuio 6ananca y4acmuuka cogmMecmHol desmenbHocmu 8 Ykpaune (RponopyuonanbHas KOHConuoayus)
¢ MC®O 11. Paccmompen ancopumm cocmagnenus UHAHCOB0L OM4YemHOCIU Y4ACMHUKO8 COBMECMHOU 0essmelbHOCMU
be3 obpasosanus 0puduyecko2o auya 6 Ykpaurne. Kpome amozo, agmop na cneyuansHom npumepe nokasvieaem cocmagie-
Hue bananca yuacmuuKka npocmozo mosapuujecmea no ykpaurnckum npasuiam. Coenar 6bi600 npo HeobOXo00UMOCmb 2apmo-
HU3AYUU N00X0008 K COCMAGLEHUI0 DANAHCA YHACIHUKO8 cO8MecmHoU Oesmenvrocmu 8 Ykpaune ¢ mpebosanusmu MCPO.

Knrouesvie cnosa: cosmecmunan OesmenvHocmy, npocmoe mosapuiyecmso,; NponopYUOHANbHAS KOHCOMUOAYUS, Om-
OenibHoe IUYO 8 yueme; COBMECHbLI KOHMPOLb, KOHCONUOUPOBAHHAS QUHAHCOBAS, OMYEMHOCHb, DANaHC.

Tabn.: 1. bubn.: 8.

JEL Classification: M410

Urgency of the research. Joint venture is a great opportunity for companies to combine
their activities without establishing a legal entity. It helps to execute some business activities
in situations that can be impossible or impractical. For example, foreign companies cannot
have in their property natural mineral resources in the depth of the earth and mine them or
perform geological exploration, but licenses for these activities have Ukrainian state enter-
prises. Joint venture agreement with state enterprises in this case is a way to perform such ac-
tivities for foreign companies without having a license. It is only one of possible situations of
joint venture in Ukraine. The problem in processing such activity is complicated and insuftfi-
ciently regulated joint venture accounting. This field is belongs to advanced questions in any
country and it will be useful to compare one’s experiences.
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Actual scientific researches and issues analysis. The following scholars have carried out
problems of joint venture accounting in Ukraine: L. Kuryshko [1], N. Privalova [2],
K. Chernenko [3]. However, these researchers did not analyze the shortcomings of the existing
approaches to joint venture accounting in Ukraine, also they did not investigate the changes
related to the adoption of the new accounting standard — IFRS 11 “Joint arrangements”.

Uninvestigated parts of general matters defining. However, this field has changed sev-
eral times during last 10 years and there are some changes in IFRS (Y2011). That is why the
more complex descriptive study is needed.

The research objective. The key objective of the study is to describe main peculiarities of
Ukrainian joint venture participants balance sheet preparation that will be a good basis for fu-
ture comparison of joint venture accounting charged to the other countries and IFRS. It can
help to improve it and to harmonize with international practise.

The statement of basic materials. Ukrainian law allows business entities to pool their re-
sources and actions to achieve a common goal by running joint venture. This activity is carried
out without establishing legal entity (simple partnership). Simple partnership has such contri-
butions as cash, other property, professional and other knowledge, skills, and business reputa-
tion (Art. 1133 of the Civil Code of Ukraine). It is separate accounting entity for taxation and
financial statements preparation purposes. That means that it is an individual taxpayer (VAT
and income tax), and it has individual balance sheet and P&L statement (CF statement and Eq-
uity statement are not required by Ukraine accounting standards for such joint venture).

The main acts for joint venture accounting regulation in Ukraine are:

— Accounting Regulation (Standard) 12 “Financial Investments” (further in this paper —
Standard 12);

— Guideline for accounting of joint venture participants without forming a legal entity
(further in this paper — JV Guideline).

JV Guideline discloses how by using the separate balances of joint venture participants
and joint venture balance sheet given by its operator to prepare final participants’ balance
sheets, which includes the joint venture’s results. Algorithm of financial statements of joint
venture participants’ preparation is similar to the following:

1) Each participant makes its balance sheet excluding joint venture’s transactions. The
contributions to joint venture are recorded as part of accounts receivable;

2) Joint venture’s operator prepare a balance sheet of joint venture and provides it to each
participant;

3) Each participant computes its share in the joint venture balance sheet’s assets and lia-
bilities according to its percent in joint venture defined by the contract arrangement;

4) Each participant calculates the values in their final balance sheets by line to line sum-
marizing of items of corresponding values of two balance sheets: separate of participants’ and
joint venture's proportionate share.

The example of such balance sheet preparation is in the Table 1. In this example, the enti-
ty A contributes equipment worth 120 000 UAH (including VAT) and cash 20000 UAH ac-
cording to joint agreement. The initial value of equipment is 110000 UAH, depreciation
10000 UAH. The entity B contributes inventory worth 60000 UAH (including VAT). Profits
and losts are shared proportionally to contributions: the entity A — 70 %, the entity B — 30 %.
The entity A maintains accounting of joint venture. The mutual debts of venturer (entity A)
and joint venture are 2000 UAH (including VAT). We should say that Ukraine has horizontal
form of balance sheet (Table).
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Table
Preparation of balance sheet of joint venture’s participant in Ukraine
Trial balance v Share of . Consolidated balance
Items of venturer | balance venturer Correction (col. 2 +col. 4 —
(= col. 3 x0,7) col. 5)
Fixed Assets 267445 90000 63000 140000 330445
Intangible assets 1089 1089
PP&E 126356 90000 63000 189356
Long-term Accounts Receivable 140000 140000 0
Current Assets 61519 151000 105700 2000 165219
Inventory 42 135000 94500 94542
Notes receivable 7770 7770
Accounts receivable 20270 15000 10500 2000 28770
Cash and equivalents 1967 1000 700 2667
Other current assets 31470 31470
Assets 328964 241000 168700 142000 495664
Equity 76199 35000 24500 100699
Charter capital 18500 18500
Earnings 57699 35000 24500 82199
Long-term Liabilities 150449 200000 140000 140000 290449
Long-term bank loans 150449 150449
Other long-terms liabilities 200000 140000 140000
Current Liabilities
Accounts payable 43898 6000 4200 2000 46098
Other current liabilities
Equity and Liabilities 46098 46098 46098 46098 46098

Analyzing this algorithm, we can conclude that it resembles the proportionate consolida-
tion method, which existed in IAS 31 “Interests in Joint Ventures” and was the basic method
of accounting for jointly controlled jointly controlled entities. The standard has the following
definition: “proportionate consolidation is a method of accounting whereby a venturer’s share
of each of the assets, liabilities, income and expenses of a jointly controlled entity is com-
bined line by line with similar items in the venturer’s financial statements or reported as sepa-
rate line items in the venturer’s financial statements”.

Now IFRS 11 “Joint Arrangements” replaced IAS 31 and does not have proportionate
consolidation as a method of joint venture financial statement preparation. So JV Guideline is
contradicted IFRS 31. Beside this, the existing Guideline provides, in essence, a partial appli-
cation of the proportionate consolidation method, because the consolidation process involves
elimination of results transactions between joint venture as separate entity and their partici-
pants. This consolidation procedure does not exist both in Standard 12 and in JV Guideline.

Nowadays, with the adoption of the new IFRS, changes in the accounting methodology of
joint activities need to be taken into account. New is the interpretation of joint control: “joint
conrol is the contractually agreed sharing of control of an arrangement, which exists only
when decisions about the relevant activities require the unanimous consent of the parties shar-
ing control” [8]. The classification of joint arrangements required by this IFRS depends upon
the parties’ rights and obligations arising from the arrangement in the normal course of busi-
ness. This IFRS classifies joint arrangements as either joint operations or joint ventures.

According to IFRS 11 a joint operation is a joint arrangement whereby the parties that
have joint control of the arrangement have rights to the assets, and obligations for the liabili-
ties, relating to the arrangement [8]. Those parties are called joint operators. A joint venture is
a joint arrangement whereby the parties that have joint control of the arrangement have rights
to the net assets of the arrangement. Those parties are called joint venturers.
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An entity applies judgement when assessing whether a joint arrangement is a joint opera-
tion or a joint venture. An entity should determine the type of joint arrangement in which it is
involved by considering its rights and obligations arising from the arrangement. An entity as-
sesses its rights and obligations by considering the structure and legal form of the arrange-
ment, the terms agreed by the parties in the contractual arrangement and, when relevant, other
facts and circumstances.

A joint operator shall recognise in relation to its interest in a joint operation:

— its assets, including its share of any assets held jointly;

— its liabilities, including its share of any liabilities incurred jointly;

— its revenue from the sale of its share of the output arising from the joint operation;

— its share of the revenue from the sale of the output by the joint operation;

— and its expenses, including its share of any expenses incurred jointly.

The use of a professional judgment regarding Ukrainian joint arrangements in a form of
simple partnership requires a more detailed examination of the nature of such agreements.

After initial recognition, an entity shall account for its investment in the joint venture us-
ing the equity method in accordance with IAS 28. Joint operations need to use accounting for
assets and liabilities in respect of its interest in a joint operation.

Conclusions. Our investigation on the peculiarities of joint venture participants’ balance
sheet preparation in Ukraine provides for the following results. The method of preparation of
joint venture participant’s balance sheet in Ukraine is similar to proportionate consolidation
method. This method is absent as a method of accounting of joint venture in new standard
IFRS 11 "Joint Arrangements". Besides this, consolidation of financial statement is not com-
plete, because it does not have mutual elimination of the results of operations between joint
venture and its participants.

It is necessary to determine the classification of the Ukrainian simple partnership under
IFRS 11 — it is a joint venture or joint operations.

It is advisable to study ways of harmonization of joint venture accounting in Ukraine and
IFRS requirements. It aims to improve the reliability of financial statements used by the
Ukrainian users for taking decisions.
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