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The article is devoted to the accounting organization of financial
results with the definition of their order, formation and improvement.
Theoretical bases of the accounting organization of financial results have
been investigated: the economic maintenance and concept of financial
results have been defined also according to the current regulatory
documents; approaches in the interpretation of the concept of "financial
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and expenses and the financial results formation at the enterprise and the
financial results formation and accounting by type of activity have been
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organization of the enterprise financial results, the developed "Ledger for
Accounting the Revenues and Expenses to Reflect the Enterprise
Financial Results".
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n Ukraine the market economy is growing

stronger and developing steadily every year.

Together with it gains strength and

competition as the main mechanism for the
economic process regulation. In modern economic
conditions each economic entity activity is the subject
of attention of a wide range of market participants
interested in the results of its functioning. In order to
ensure the enterprise survival in modern conditions,
management personnel should first of all be able to
really evaluate the financial results, both their
enterprise and existing potential competitors.
Therefore, it is necessary to review the content of
information, the financial results accounting requires
some improvement, namely, to carry out additional
subaccounts with the purpose of each activity
concretization. On the basis of this, it is possible to
determine that the problem of defining financial results
is urgent and priority for Ukraine.

Analysis of recent research and publications

Such domestic specialists as Yu.O. Kostenko,
L.l. Zhydieieva, K.O. Pinaieva, 0O.V. Nazarenko,
R.V. Lukash, I.L. Tsiutsiak, N.M. Selivanova,
Yu.V. Kovtunenko, L.O. Voloshchuk and others
dedicated their works to the study of the subject of
financial results. But the issue of financial results
formation at the enterprise is urgent and requires
further research.

Unsolved aspects of the problem

A well-established accounting organization allows
to accumulate, systematize and summarize the
accounting data on revenues and financial results of
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activity, which increases efficiency to solve the
analytical accounting problems of revenues and
financial results. The variety of forms for submission
of such information, which comes to the accounting,
allows to conduct the consolidated accounting of
revenues and expenses directly on the basis of primary
documents without their prior accumulation and
generalization. Besides, there is a possibility to
generate a large number of additional reports to obtain
reliable information.

The aim of the article is to research and improve the
tools for the accounting organization of the enterprise
financial results.

The main part

Financial results are the most important
characteristic of the enterprise economic activity. It
determines competitiveness, potential in business
cooperation, assesses to what extent the economic
interests of the enterprise itself and its partners in
financial and industrial relations are guaranteed.

The market relations development increases the
responsibility and independence of the enterprise in the
development and adoption of managerial decisions on
ensuring their performance efficiency. The efficiency
of production, investment and financial activity of the
enterprise is expressed in the achieved financial results.
In other words, characterizing the commercial
organization efficiency in the reporting period, it is
more correct to talk not about profit, but about the
financial result. Business losses cannot be of a long-
term nature because loss means a decrease in the
capital invested by the owners, which, in the end,
inevitably leads to liquidation of the given enterprise.

Nowadays the market of services provision,
organizations of different branches have one goal to

achieve financial stability, which is achieved as a result
of expenses reduction and the expedient application of
economic resource properties. The received profit of
the organization, influences its development and
further stability in the market. The profit potential from
the activity of the organization encourages its further
development, namely new marketing moves
elaboration, such as attraction of new investors, new
products elaboration in a single variant, etc. as any
modern enterprise, which does not stand on the spot, is
organized, develops on the economic market, thus,
with great potential comes closer to sustainability and
as a result make a great contribution to our country’s
development.

The concept of profit is of great importance as it is
the most important in the economy. The detailed
research and rational use of profit results in the
effectiveness of commercial calculation, pricing and
other economic tools of the economic activity of the
organization. Profit is considered as an important
element in establishing the self-financing of the
organization, and regulating revenues and expenses.
The main goal of the economic activity of the
organization is not only to obtain the greatest profit, but
also to create all the conditions in order to increase the
enterprise profitability.

The financial results of the enterprise activity are
characterized by the sum of the received profit or losses
and the profitability level (Figure 1). After the products
sale, net income takes the form of profit. In quantitative
terms, it represents the difference between pure output
and total cost of sold products. It turns out that the more
an enterprise sells profitable products, the more it gets
profit, the better its financial condition.

FINANCIAL RESULTS:
these are profits or losses received from business activities by legal
entities or individuals for a certain period (month, quarter, 9
months, year)

REVENUE:
this is the amount of income that exceeds the
expenses associated with them

LOSS:
this is an excess of the amount of expenses
over the amount of income for which these
expenses were incurred

Figure 1. Financial Results Determination
Source: compiled by authors on materials [2].

In addition, the concept interpretation of "financial
result” in accounting is generally divided into three
main approaches, which are reflected in Figure 2. In
plain language, the term "financial results" contains
information about how much money the enterprise has
received and how much expenses were incurred for
such result. That is why this concept is still considered
to be one of the key objects of scientific research in the
sphere of accounting.

Of course, in the overall economic sense, the
concept definition of financial results and their essence

is simpler, that is, to obtain a financial result, it is
necessary to compare all revenues and expemses
recorded during the reporting period. As a rule,
revenues are considered consumer value of the
produced products (works, services), and expenses, i.e.
their actual value (cost price). Thus, we receive the
profit when the enterprise production and economic
activity is effective, in the opposite case we receive
losses.

The financial result is in the role of absolute
efficiency of the economic activity of the organization.
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THREE MAIN APPROACHES TO THE CONCEPT OF "FINANCIAL RESULTS" IN ACCOUNTING

the difference between the value of the enterprise net assets the during the
reporting period is the financial result

the financial result of the enterprise activity is equal to the difference between its
income amount and its activity expenses during the reporting period

Dragomir D.V.
:> first I
[ second
third

the financial result indicator is determined by comparing the value of own capital
at the beginning of the reporting period and at the end of the reporting period

Figure 2. Three Main Approaches to the Concept Interpretation of "Financial Results"
Source: compiled by authors on materials [2-3].

The main indicator of the economic activity of the
organization is profit which is the administrative part
for the formation of the organization. Leading
economists consider the definition of the economic
content of the notion "the enterprise financial result”
with varying degree of detail and in different aspects.

Thus, Yu.A. Kostenko, investigating financial tools
for management of operational profit formation,
allocates balance or total profit as the most important
result of financial activity of the company [1].

Due to the transition to the market economy, a
special act acquires an analysis of the enterprise
profitability. This happened because after payment of
taxes and fees on profits received by entrepreneurs of
different forms of ownership, the management is

ordered to its own discretion and decides on what needs
to spend it.

Long-term studies of recent years show that the
issue of the enterprise financial results formation has
always been and continues to be under the attention of
numerous controlling bodies. The regulatory
framework, which deals directly with accounting of
financial results and undistributed profit (uncovered
losses), is one of the important and pressing issues for
today.

The term "“financial results" in the domestic
legislation is almost not considered, only with the help
of separate normative-legal acts one can determine the
economic essence of the concepts which directly relate
to this definition (Figure 3).

National Regulation (Standard) of Revenues are the increase in economic benefits in the form of an increase
Accounting 1, National Regulation % in assets or a decrease in liabilities, which leads to an increase in equity
(Standard) of Accounting 15 (except for an increase in capital due to the owners’ contributions).
National Regulation (Standard) of E)_(penses are the_ decreast_e in_ecpr_pmic bgnefits in the form of a Qecrease
Accounting 16 and National in assets or an increase in Ila_bllltleg, which Ie_ads toa decreas_e inown

Regulation (Standard) of /' capital (except for a decrease in capital due to its removal or distribution
Accounting as for the accounting of by owners).
individual objects
Loss is an excess of the expenses amount over the amount of income for
which these expenses were incurred.
National Regulation (Standard) of
R Qﬁ(i::)elmgr?tg %or?:?r?:rrmili al Profit is the amount of income exceeding the associated expenses.
Reporting"
Revenue is the gross inflow of economic flows during the period that
. . occurs during the normal activity of the economic entity, when the equity
International ,ﬁ\ccountlng Standard _w) jncreases as a result of this inflow, and not as a result of the participants’
18 "Income contributions of the equity.

There is no general standard, only Expenses are decreasing in economic flows during the accounting period
International Financial Reporting > in the form of asset disposal or amortization or liabilities, resulting in a
Standards regarding the accounting decrease in equity (except for a decrease due to payments to participants).

of individual objects

Figure 3. Determing the Financial Result Indicators by Effective Normative Documents
Source: authors’ own development

As it can be seen from Figure 3, national and
international standards have much in common to
identify and recognize revenues and expenses. The

difference is that the definition for the notion of
"revenue” for International Accounting Standard does
not take into account the increase in assets and the
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decrease in liabilities, but only considers the equity
growth, which can influence the accounting method of
economic transactions. With the definition of the
concept of discrepancies "expenses" is almost not
observed, so these concepts can be considered as close
ones. However, the issue for classification of expenses
and revenues in International Financial Reporting
Standards is related to the questions of accountants’
professional judgment. In this case, enterprises
separate certain items of revenues and expenses for
their own judgment, taking into account experience,
accuracy, importance and the best and complete
disclosure of information about their activities.

The Law of Ukraine "On Accounting and Financial
Reporting in Ukraine" is one of the most important
regulatory documents as it reflects the general
methods, techniques and means of accounting in
Ukraine and its direct regulation. The law regulates all
the necessary initial documents, including the regions,
so the using the mentioned regulatory document is
extremely necessary for all enterprises. By means of
the general requirements defined in the law it is
possible not only to correctly prepare financial
statements, but also to provide a reliable display of
information about revenues, expenses and financial
results.

Another important issue is the taxation of the
enterprise profit, which is solved by introducing the
accountant to the Tax Code — another important
regulatory document, which states that the profit tax is
a tax, which requires detailed study in the further
accounting and financial reporting.

National accounting regulations (standards) are
officially approved by the Ministry of Finance of

Ukraine and reflect the methodological principles of
forming information on revenues and expenses of the
enterprise.

The International Financial Reporting Standards
and Conceptual Framework for the Preparation and
Submission of Financial Reports are effective tools for
accounting in Ukraine, which help to improve the
clarity and transparency of information.

Using these regulatory documents helps to form
correct recognition of revenues and expenses, to
provide an estimation of assets and obligations, which
allows not only to compare the management efficiency
with the purpose of development of appropriate
managerial decisions.

The financial results formation takes place on the
basis of grouping of the enterprise revenues and
expenses by the types of activity. Since the revenues
and expenses of the activity are reflected by the activity
types on the respective accounts of 7 and 9 classes, the
financial results of the current reporting period are
formed on separate sub-accounts of the account 79
"Financial Results" by the activity types. Due to this,
the accounting receives information about financial
results by activity types, i.e. by the aggregate of
economic homogeneous operations.

For accounting and generalization of information
about the financial results of the enterprise the account
79 "Financial Results" is appointed. According to the
credit of the account 79 "Financial results” are shown
the amounts in the order of closing accounts of income
accounting, on the basis of the debit — amounts in the
order of closing accounts of expenses accounting, and
also the amount of accrued profit tax.

4' REVENUES ] { EXPENSES '7
v
[ OPERATIONAL ACTIVITY ]
R Main activity DB 79 CR Main activity P
w Cost price of realization [y gq 70 —— Sales revenues <
Other operating activity > Other operating activity <
| Administrative expenses 92 71 <«——— Other sales revenues
d Sales expenses —» 93 . . .
Other operating expenses ) Financial activity
94 72 <4— Revenue from participation in P
Financial activity  capital
» Financial expenses »> 95 73 <«—— Other financial revenues
Losses from participation in capital —
P P P > % Investment activity P
R Investment activity 95 73 <——  Otherrevenues
d Other expenses —b 96

Figure 4. Procedure of Recognizing Revenues and Expenses and Financial Result Formation at the Enterprise
Source: authors’ own development

The enterprise provides for the accounting of
business operations in accordance with the chart of
accounts for assets, capital, liabilities, business
operations of enterprises and organizations. Therefore,
it will be very important to consider sub-accounts 79 of
the "Financial results” account, as each activity must

be related to the corresponding sub-account. Let’s
consider Figure 4 in more detail [6, 10].

Account 79 "Financial Results" has the following
sub-accounts:
— 791 "The Operational Activity Result";
— 792 "The Financial Transactions Result";
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— 793 "Other Activity Result".

The sub-account 791 "The Operational Activity
Result" determines the profit (loss) from operating
activity of the enterprise. The revenues amount from
the sale of finished products, goods, works, services
and other operating activities (accounts 70 "Sales
Revenues", 71 "Other Operating Revenue") is reflected
on the sub-account credit in the order of closing the
accounts, the amount in the order of closing the
accounts is reflected on the debit cost of finished goods
sold, goods, works and services, administrative
expenses, selling expenses, other operating expenses
(90 "Sales Cost Price", 92 "Administrative Expenses",
93 "Sales Expenses", 94 "Other Operating Expenses").

The sub-account 792 "The Financial Transactions
Result" determines the profit (loss) from financial
operations of the enterprise. The sub-account credit
reflects the write-off of the amount in the order of

closing the accounts of capital gains and other financial
income, the debit, i.e., the write-off of financial
expenses from accounts 95 "Financial Expenses” and
96 "Loss of Equity Participation”.

The sub-account 793 "Other Activity Result"
determines the profit (loss) from other activity of the
enterprise. The credit of the account reflects the write-
off of the amount in the order of closing the accounts
of revenues from investment and other activities of the
enterprise, the debit-write-off of expenses from
account 97 "Other Expenses". Assignment of revenues
and expenses to financial results is made out by
accounting department calculation. Certificates and
calculations of accounting also serve to reflect the
accumulation of financial results of various activities
and enrolment in retained profit (loss). More detailed
formation of financial results by type of activity at the
enterprise is shown in Figure 5.

Account 79 "Financial Results"

Account 791

Account 70 "Sales Revenues"
Account 71 "Other Operating Revenue"

—» "The Operational Activity
Result" \4

Account 90 "Sales Cost Price"
Account 92 "General Production Costs"
Account 93"Sales Expenses”
Account 94 "Other Operating Expenses"

Account 72 "Equity Income"
Account 73 "Other Financial Revenues"

Account 792
> "The Financial
Transactions Result"

Account 95 "Financial Expenses”
Account 96 "l oss of Fauitv Particination"

Account 793

Accont 74 "Other Revenues"

"Other Activity Result" <:

Account 97 "Other Expenses"

Figure 5. The Financial Results Formation by the Activity Types at the Enterprise
Source: compiled by authors on materials [6, 10].

The financial result of the enterprise depends on the
disclosure in the accounting policy of such major
objects as revenues and expenses of the reporting
period. The relationship between these major objects is
that the change in the size of one of them leads to the
change of another and can significantly affect the
enterprise financial results.

In addition, the rational choice of the accounting
policy will remain an important issue. This will include
elements of accounting policies in the organization of
accounting for expenses and revenues of the enterprise
etc. All of the above-mentioned issues have a
significant influence on the financial result formation,
and accordingly on the financial condition of the
investigated enterprise. Therefore, it will be

appropriate to consider all possible ways of influence
on the financial result and introduce appropriate
changes in accounting policy if they have an irrational
influence.

The accounting policy objects concerning
formation and accounting of financial results are
revenues, expenses and own financial results, elements
are a combination of methods and accounting
procedures concerning the financial results accounting
of the enterprise activity. The accounting policy
elements apply to all accounting objects without
exception, and therefore affect financial results. The
accounting policy elements in the part of the
accounting policy organization of the enterprise are
presented in Table 1.

Table 1. Accounting Policy Elements in the Part of Accounting Organization of the Enterprise Financial Results

Elements of the accounting
policy object

Alternative expenses accounting options

1

2

Expenses tracking

— identification and recognition of expenses;
— the articles composition of general production costs calculation of products;
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Continuation of Table 1

2

list of variable and permanent general production costs;
procedure and basis for distribution of general production costs;
the choosing the method of reflecting financial expenses.

Choosing account category
for expenses tracking

with using the accounting records of class 8 "Expenses by Elements";
with using the accounting records of class 9 "Types of Activity";
with using the accounting records of classes 8 "Expenses by Elements" and 9 "Types of

Activity".
Calculation methods of — custom; .
production cost — preliminary;
— regulatory.
Distribution method of — work hours;
general production costs — salary;

(definition of the
distribution base)

scope of activity;
direct expenses.

List and composition of
variable and permanent
general production costs

It is established by the enterprise independently depending on specificity production

List of objects expense
tracking, objects of
calculation and calculation
units

It is established by the enterprise independently based on branch peculiarities and management
needs. The objects can be determined by:

— types of production;

— the enterprise units;

— responsibility centres;

— types of activity.

List and composition of
sales revenues

Revenues for each classification group are established by the enterprise, based on the
peculiarities of the enterprise activity.

The list and composition of the sales revenues, taking into account their specificity, should be
divided into:

— revenues from sales of finished products;

— revenues from goods sales;

— revenues from service provision (work execution).

The revenue evaluation
from rendering services and
works performance on the
balance sheet date

To evaluate the revenue from service provision and works performance on the balance sheet
date, the enterprise may use one of the following alternatives:

— method of evaluating the degree of operations completion;

— method of depreciation.

Source: authors’ own development

The process of accounting computerization allows
to accumulate, systematize and generalize accounting
data on revenues and financial results of activity in

automatic mode, which increases efficiency to solve
problems of analytical accounting of revenues and
financial results.

Ledger for accounting the revenues and expenses to reflect the financial results of the enterprise

Tax payer:
(Surname, Name, Patronymic (if available)
Date Amount of [ Amount of The total Expenses related to economic activity or conduct of Net taxable
(day, revenue money amount of independent professional activity, which are documented revenue
month, received returned to earned (UAH, kopiyok) (UAH,
year) from buyers revenue, | document expenses of expenseson | depreciation | kopiyok)
economic (customers) which is details purchasing payment of charges (Group 4,
activity or and/or subjectto | confirming goods and taxes, fees, 6,7,8,9,
independent goods declaration the material values single 10)
professional | subscription (UAH, expenses sold/used in contribution
activity (works, kopiyok) incurred production of for
(UAH, services) (Group 2 — products, compulsory
kopiyok) (UAH, Group 3) goods or for state social
kopiyok) use during the insurance,
implementation | payments, for
of independent obtaining
professional licenses,
activity permits
1 2 3 4 5 6 7 8 9

Figure 6. Ledger for Accounting the Revenues and Expenses to Reflect the Financial Results of the Enterprise

Source: authors’ own development
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In addition, there is a possibility to generate alarge ~ Conclusions

number of additional reports to obtain reliable Thus, the financial result is rather complex and
mformatlon.' o multi-dimensional category.
The variety of forms for submission of such The information on the activity results is presented

information, which comes to the accounting, allows to  jy the enterprise financial reports and is generally
conduct the consolidated accounting of revenues and  5ccessible information for determining the level of
expenses directly on the basis of primary documents liquidity, solvency and financial stability of the
without their prior accumulation and generalization. enterprise. The main directions for improving the

Therefore, it will be appropriate to develop the financial results accounting of activity are introduction
developed “Ledger for Accounting the Revenues and  of new accounts of the third order of account 79
Expenses to Reflect the Financial Results of the  “Financial Results” with corresponding substantiation
Enterprise” Figure 6. _ in accounting policy, using and developing ledger of

In general, in addition to the above-mentioned  financial results accounting for generalization of
proposals, during the accounting of the financial result  accounting information, review of the content of
must be carried out analysis of the current state and accounting policy and its further improvement, process
identification of the most significant external and  4f accounting computerization, as well as the
internal factors that have influenced the change of the  jmplementation of the current analysis of the financial

financial result. condition of the enterprise with the purpose of concrete

Only through the current analysis, the enterprise  measures development for achievement of the planned
managers will be able to develop concrete measures to  fjnancial result.

achieve the planned and expected values.
Abstract

The article is devoted to the accounting organization for financial results with the definition of their order,
formation and improvement. Theoretical bases of the account organization of financial results have been
investigated: the economic maintenance and concept of financial results have been defined also according to the
current regulatory documents; approaches in the interpretation of the concept of "financial results" have been
considered; The procedure for recognizing revenues and expenses and the formation of financial results at the
enterprise and the formation and accounting of financial results by type of activity have considered. Proposals for
improving the organization of accounting development and control over the enterprise financial results have been
substantiated: the accounting policy elements in the accounting organization of the enterprise financial results, the
developed "Ledger for Accounting the Revenues and Expenses to Reflect the Financial Results of the Enterprise”.

Of course, in the general economic sense, the financial results definition and their essence is simpler, i.e., in
order to obtain a financial result, it is necessary to compare all the revenues and expenses recorded during the
reporting period. As a rule, revenue is considered as the consumer value of manufactured products (works,
services), and expenses — their actual value (cost). Thus, we get a profit when the production and economic
activities of the enterprise are efficient, otherwise we get losses. The financial result acts as the absolute efficiency
of economic activity of the organization. The main indicator for economic activity of the organization is the profit,
in relation to which is a fundamental part of forming the organization. Thus, the financial result is a rather complex
and multidimensional category. Information on the activities results is reflected in the enterprise financial
statements and is publicly available information to determine the level of liquidity, solvency and financial stability
of the enterprise. The main directions for improving the accounting of financial results are introducing new
accounts of the third order of account 79 "Financial Results" with appropriate justification in accounting policy,
use and development of accounting information for financial results to summarize accounting information, review
the accounting policy content and its further improvement, accounting legalization, as well as the current analysis
of the enterprise financial condition in order to develop specific measures to achieve the planned financial result.
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