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Introduction. Today in the Statement of Financial Position it doesn’t require the separation of the
«Land» article as a specific category of tangible assets with indefinite economic life (which do not require
depreciation). And the requirements on the evaluation and disclosure of information about the land as a
component of real estate depend on its classification in the Statement of Financial Position by the nature and
intent of use: owner-occupied property (IAS 16), investment property (IAS 40), inventory (IAS 2) or
property held for sale (IFRS 5).

Certainly, some companies independently identify land in assets of the Statement of Financial Position
that is of interest for users of general-purpose financial reporting, but IFRS do not allow companies to use
the same land valuation bases of these four categories.

Review of recent researches and publications. To the rescue in the preparation of information about
real estate (including land) of these four categories in accordance with IFRS, accountants are offered [3, 41
guidance materials and practical manuals [5]. But recent scientific publications draw attention to the
standardization of accounting and financial reporting of land resources [6-8]. As rightly pointed out by
Podvysotska L.Ya. (2016), in IAS/IFRS uses the terms «land» (IAS 16, IAS 17, IAS 40, IAS 41, IFRS 16),
«land asset» (IAS 16), «land element» (IAS 17), «land parcel» (IFRS 16), but without specific definitions.

In Ukraine, in accordance with the Tax Code of Ukraine, a land plot is a part of the earth’s surface
with established boundaries, a specific location, a targeted (economic) purpose and with defined rights to it
[2, paras.14.1.74].

Object. The purpose of the article is to make proposals on the improvement of international norms of
the delivery of information about the land (land parcels) in financial statements.

The main materials and results. A structured comparison of requirements in IAS 16 and IAS 40
regarding the disclosure of financial statements about the land parcels, as a type of property, indicates that
the Notes must necessarily disclose a reconciliation between the carrying amounts at the beginning and end
of the period (Table 1). And additionally to disclose in the application:

cost model — the gross carrying amount and the accumulated impairment losses, fair value (as part of
owner-occupied property it’s in the case of a significant difference fair value from cost; in investment
property it’s necessary);

and in the case of revaluation model it’s the gross carrying amount and the accumulated impairment
losses, the net carrying amount by cost model for each revalued class of PP&E, the fair value.

In accordance with IFRS 5 in the Statement of Financial Position or in Notes, it should be disclosed
the main classes of assets and liabilities classified as held for sale [IFRS 5, P. 38]. Additionally in the period
when the non-current asset (or disposal group) was classified as held for sale or sold, any economic entity in
the notes should disclose the impairment loss or its reversal [[FRS 5, P.20-22, 41].

In order to study the practice of providing information about the land parcels, it were analyzed the
financial statements of seven economic entities for 2016 year, in which was provided land parcels as a part of
owner-occupied property [9-15], and three is with the land parcels as part of investment property [16-18],
including six foreign and four Ukrainian economic entities.

In this case, in three of the six Statements of Financial Position of foreign companies there was
included such articles about the land as: «Landy» [11], «Land and residential unit inventories» [16], «Land
and buildings» [17].
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Table 1
Matrix of financial indicators requiring disclosure about the land parcels
as a part of ownership-occupied property and investment property
PP&E Investment property
Cost model Revaluation model Cost model Fair value model
For each class of PP&E: For investment property:
a reconciliation of the carrying amount at the beginning and a reconciliation between the carrying
end of the period showing: amounts at the beginning and end of the period,
additions, showing the following: additions, assets classified
assets classified as held for sale, as held for sale, net gains or losses from fair
impairment losses ets [IAS 16, 73e; IAS 40, 79d] value adjustments ets [IAS 40,76]
For each class of PP&E:

- the gross carrying amount and the accumulated depreciation
(aggregated with accumulated impairment losses) at the beginning
and end of the period [IAS 16, 73d; IAS 40, 79c¢];

For each revalued class of
PP&E, the net carrying
amount under the cost
model [IAS 16, 77¢]

The fair value of PP&E when thisis | The fair value of
materially different from the carrying | investment property
amount [IAS 16, 79d] [IAS 40,79]

The amounts recognized in profit or loss for: rental income; direct
operating expenses ets [IAS 40,75f]

Thus, in the financial statements of the American company Seneca Foods Corporation, which is a
producer and distributor of food products, there was detailed in the Consolidated Balance Sheet the gross
residual amount of each class of property, plant and equipment including of the «Land» class (Table 2).

Table 2
Fragment “Consolidated Balance Sheets of «Seneca Foods Corporation and Subsidiaries»
as at March 31 2016” [11]

in thousands $ 2016 2015
Assets

Property, plant, and equipment: 587,301 568,879
Land 22,430 20,971
Buildings and improvements 204,944 200,739
Equipment 359,927 347,169

Less accumulated depreciation and amortization 398,464 383,322

Net property, plant, and equipment 188,837 185,557

In Ukraine, as is known, the national form of Statement of Financial Position does not provide for
possibility of additional inclusion of the article with land.

As a result of studying the Notes of the analyzed ten companies there were selected four examples of
the best disclosure of relevant information about the alternative evaluation models of land parcels (Table 3).

Table 3
Selected illustrative companies with information disclosure about the land parcels under the
alternative models of balance sheet valuation [9, 12, 16, 17]

Entity Class of PP&E / Investment property for Land | Model of measurement for Land
British Petroleum (Great Britain) Land and land improvements (PP&E) cost model
Emlak Konut GYO (Turkey) Land (Investment property) cost model
PrJSC «Strakhova kompaniia «cASKO- .
Medservisy (Ukraine) Land parcels (PP&E) revaluation model
BTA Baltic Insurance Company Buildings and land (Investment property) fair value model

(Latvia)
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Cost model (PP&E)

Thus, in the financial statements of the British transnational monopoly «British Petroleum», which is
one of the largest publicly traded oil and gas companies in the world, there was allocated class «Land and
land improvements» as a part of property, plant and equipment, by which there were elaborately disclosed a
reconciliation of the gross carrying amount (cost) and the accumulated deletion aggregated with
accumulated impairment losses (Table 4).

Table 4
Fragment “Notes to the Financial Statements of British Petroleum
«Property, plant and equipment» as at 31 December 2016 [9, Note 11]
Land and land improvements Land and land improvements
2016 $ million 2015 $ million
Cost Cost
At 1 January, 2016 3,194 At 1 January, 2015 3,415
Exchange adjustments | (119) Exchange adjustments (259)
Additions 106 Additions 96
Acquisitions 46 Acquisitions -
Remeasurements - Transfers -
Transfers - Reclassified as assets held for sale | -
Deletions (161) Deletions (58)
At 31 December 2016 3,06 At 31 December 2015 3,14
Depreciation Depreciation
At 1 January, 2016 642 At 1 January, 2015 639
Exchange adjustments | (9) Exchange adjustments (10)
Charge for the year 40 Charge for the year 37
Remeasurements - Impairment losses 14
Impairment losses 9 Impairment reversals -
Impairment reversals 2) Transfers -
Transfers - Reclassified as assets held for sale | -
Deletions (96) Deletions (38)
At 31 December 2016 584 At 31 December 2015 642
New book amount New book amount
at 31 December 2016 2,482 at 31 December 2015 2,552

Cost model (Investment property)

The following are provided in the Notes to the financial statements of the Turkish company «Emlak
Konut GYO», whose primary activity is coordination and realization of real estate projects (mostly
residential):

a reconciliation of the carrying amount at the beginning and end of the period under the cost model is
presented separately in the part of the «Land» ta «Office A Block» (Table 5);

the fair values, determined by independent experts, that twice as much as cost (balance sheet
evaluation) in the «Land» part and four times the cost in the «Office A Block» part (Table 6). In this regard,
there is the issue of the reliability of the value of total assets in the Statement of Financial Position.

Table 5
The movement of Investment Property of Emlak Konut GYO in the Notes to the financial statements
as at 31 December 2016 [16, Note 9]

Istanbul Atasehir General in thousands
Dursunkdy Land Management Office A Block of Turkish Lira
1 January 2016 16,000 - 16,000
(Impairment charge) / - - -
reversal of impairment
Additions - - -
Disposals - - -
Transfer - 22,199 22,199
31 December 2016 16,000 22,199 38,199
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Table 6

The fair values of the Investment Property determined by independent valuation of Emlak Konut
GYO in the Notes to the financial statements as at 31 December 2016 [16, Note 9]

31 December 2016 31 December 2015
Avcilar Land 34,942 18,047
Atasehir General Management Office A Block 82,032 -
116,974 18,047

By the way, «Emlak Konut GYO» for the previous 2015 year in the Statement of Financial Position
has twice identified the article «Land and residential unit inventories» separately as part in current and non-
current assets for land parcels that have not yet been used as investment property, with disclosure in Notes on
the carrying amount of each parcel at the beginning and end of the period.

Revaluation model (PP&E)

In the Notes to the financial statements of PrJSC «Strakhova kompaniia «ASKO-Medservis», whose
primary activity is other insurance than life insurance, the «Land parcels» class is allocated as part of fixed
assets and in so doing states the following: «Separate fixed assets (property, plant and equipment) after their
recognition as an asset, are accounted for at a revalued amount, that is its fair value at the date of revaluation
less any further accumulated depreciation and subsequent accumulated impairment losses» [12]. And then in
tabular form the fair value and the amount of appraisal of land parcels for 2015-2016 years are given
(Table 7).

Table 7
Information disclosure about the land parcels in the Notes to the financial statements of PrJSC
«Strakhova kompaniia «KASKO-Medservis» as at 31 December 2016 [12, Note 5]

. Investment Land Office Other fixed

Indicators . Total

property parcels equipment assets
Initial cost:

31 December 2014 3899 4795 92 1321 10107
Additions 9999 28 10027
Disposals (2) 3) (5)
Appraisal

31 December 2015 3899 14794 118 1381 20129
Additions 32 32
Disposals
Appraisal 1142 18397 19532

31 December 2016 5041 33191 150 1381 39700

Accumulated depreciation:
31 December 2014 1538 24 130 1697
Accrual for 2015 year 14 92 106
31 December 2015 1538 37 222 1797
Accrual for 2016 year (1538) 0 30 109 (1397)

31 December 2016 67 331 398

New book amount:

31 December 2014 2361 4795 68 1191 8415

31 December 2015 2361 14 794 81 1096 18332

31 December 2016 5041 33191 83 987 39302

That is, land parcels as part of PP & E are valued under the revaluation model, while the rest of PP &
E is for the cost model. At the same time it’s without disclosure when applying the revaluation model of
mandatory information about the carrying amount that would have been recognized had the assets been
carried under the cost model [1AS 16, P. 77].
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Fair value model (Investment property)

The Latvian insurance company «BTA Baltic Insurance Company», which provides a wide range of
insurance services not related to life insurance, are also reflected land parcels in the Statement of Financial
Position for 2016 year in two articles:

«Land and buildingsy, where is provided other property, that is not included yet directly to
investment property with the evaluation under the cost model,

and «Investment property» is with the evaluation under the fair value (Table 8).

Table 8
Fragment “Statement of Financial Position of BT A Baltic Insurance Company
as at December 31, 2016” [17]
Assets N 31.12.2016 EUR’000 31.12.2015 EUR’000
Land and buildings 418 449
Property and equipment 731 876
Investment property 99 99

Since the movement in the Investment property of «BTA Baltic Insurance Company» did not take
place, the reconciliation between the carrying amounts at the beginning and end of the period in Notes to
the Financial Statements is given without movements (Table 9), but the fair values are detailed in terms of
property tracts of a separate localization (Table 10).

Table 9
Fragment “Notes to the Financial Statements «Investment Property»
of BT A Baltic Insurance Company as at December 31, 2016” [17, Note 20(b)]
EUR’000
28.10.2014 (inception date) -
Acquired as a result of reorganization 99
Total as at 31.12.2015 99
Total as at 31.12.2016 99
Table 10
Fair value, . . .. .
Type EUR’000 Valuation technique Significant unobservable inputs
Buildings and land 73 Discounted cash flows | Rental income of EUR 3.50 per m2 Discount
located in Tukums technique rate 10.30%
Buildings and land )1 Discounted cash flows | Rental income of EUR 4.50 per m2 Discount
located in Talsi technique rate 10.30%

In the financial statements of ten examined foreign and domestic companies [9-18] non-current assets,
held for sale, were available only at:

British «British Petroleumy (at the beginning of 2016 year),

French «Total S. A.» (as part of business including goodwill, intangible assets, tangible assets, etc.),

South African « Woolworths Holdings Limited» (shops, shopping centers), but without the allocation of
land parcels.

Regarding land intended for sale, these were only available in the Turkish «Emlak Konut GYOp,
which deals with real estate projects, but in the «/nventories» with the disclosure of the book value of the
objects.

Conclusions. Thus. in order to improve the qualitv of relevant information on land parcels for users
(investors and creditors), it is proposed to improve the international standards of financial reporting as
follows:

1. Based on the unique nature of the land (property) as a type of assets of economic entities. to
introduce the «Landy (or «Land and buildingsy) article into the minimum list of articles of the Statement of
Financial Position, that should includes all the land (or land and buildings) held by the owner and leased,
with the exception of land (or land and buildings) held for sale. with the relevant general evaluation models.

That is, to introduce in the Statement of Financial Position a grouping of long-term tangible assets not
for the intended purpose in the form of articles «Property, plant and equipmenty and «Investment
propertyy, and with the allocation of resource (asset) types. But with the requirement of detailing on the
value of land parcels in the Notes that the owner takes and leases.
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2. Considering that the cost of land is not depreciated to propose, for the book valuation of land
parcels held for the purpose of long-term use, to apply a fair value model, which is currently allowed by
international standards to choose accounting policy only for investment property [IAS 40, P. 30, 33].

3. Given the fundamental importance for investors and creditors of the classification of assets in the
Statement of Financial Situation for current and non-current, in particular for the indicator of «Working
capitaly [4, p. 62], to display the land for sale in the current assets segment, but at the net realizable value.
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dy6oBas Bajnentuna BOJIO)II/IMI/lplBHa, KaHIUJAT €KOHOMIYHUX HayK, JIOLICHT. JdaBunoBa Ipuna
BsiuecnaBiBHa, cTynenTka. [lonTaBchbKui HAIIOHAILHUA TEXHIYHUN yHusepcheT imeni FOpis Konapatroka.
Hopanus ingopmanii mpo 3emMenbHi TiIssHKN y (piHancoBii 3BiTHOCTI 32 MC®3.

Meroro CTaTTi € ONPWIIOAHEHHS MPOIMO3MIN 3 YJOCKOHAJICHHS MDKHADOIHUX HODM IMOJAHHS
iHpopMaIil npo 3emimro (3eMelbHI JUISHKHM) Yy (DIHAHCOBIM 3BITHOCTI. 3 METOH IMIJABHINCHHS SKOCTI
peneBanTHOi iHQopMmamii mpo 3eMenbHI JUISHKA Ui KOPUCTyBadiB (iHBECTOpPIB 1 KpPEIAHMTOPIB)
3aIpONOHOBAHO BJOCKOHAJIMTH MKHAPOIHI cTaHAapTH (PiHAHCOBOI 3BITHOCTI HACTYITHUM YHHOM: BUXOJISYN
3 YHIKQJIBHOTO XapakTepy 3eMii (HepyXOMOCTI) SK BUIY aKTHBIB Cy0 €KTIB I'OCIOJAPIOBaHHS, BBECTH JO
MIHIMaJIbHOTO Mepertiky crareil 3BiTy mpo ¢inancoBuii cran crarTio «Land» (abo «Land and buildings»), no
SKOT BKJIFOUaTH yci 3emiti (abo 3emuti 1 OymiBii), o 3aiiMae BIACHUK i 37a€ B OpeHIy, KpiM 3eMenb (abo
3eMeJlb 1 OyIUHKIB), 110 YTPUMYIOTh JIJIs IPOAAXKY, i3 BIAMOBIAHUMHU 3arajibHUMH MOJCISMH OLIHKH. ToOTO
3arpoBaUTH y 3BiTi Npo (iHAHCOBHH CTaH TPYIyBaHHS JIOBTOCTPOKOBHUX MaTepialbHUX aKTHBIB HE 3a
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LJIbOBUM TIpU3HauYeHHSIM y (GopMi crateli «Property, plant and equipment» i «Investment property», a 3
BHOKPEMJICHHSIM BHJIIB pecypciB (aKTUBIB). Ajie 3 BUMOrow jaeramizailii y [IpuMiTkax BapTOCTI 3eMEIbHHUX

JISTHOK, 1110 3aiiMae Ta 3/1a€ B OPCH/IY BIACHHK.

BpaxoByroun, 1110 BapTicTh 3eMEIbHUX AUISHOK HE aMOPTH3YIOTh, 3alPONOHYBATH sl OaJaHCOBOI
OI[IHKH 3eMEJIbHUX JAUISHOK, IO YTPUMYIOTHCS 3 METOK JIOBFOCTPOKOBOTO BHKOPHCTAHHS, 3aCTOCOBYBATH
fair value model, sxy 3apa3 3riiHO MDXHAPOJAHUX CTAaHAAPTIB JIO3BOJICHO OOMPATH OOJIIKOBOIO TMOJITHKOIO

JIUIIIC 111010 IHBECTUIIIHHOT HEPYXOMOCTI.

BpaxoByrouu NMpHHIMIIOBY Ba)IMBICTh JUIS iHBECTOPIB 1 KpeaUTOpiB Kinacudikamii akTHUBIB y 3BiTi
npo (iHAHCOBHMI CTaH HAa MOTOYHI 1 HEMOTOYHI, 30KpeMa Ul BU3HAYCHHA MOKa3HHKa <<W0rk1ng capitaly,
BiZJOOpa)kaTH YTPUMYBaHi IS MPOJAAXy 3eMeNbHI JUISHKA y YacTHUHI MMOTOYHHMX aKTHBIB, ane at the net

realisable value.
Knwuoei cnoea: HepyXxOMICTh,

3aiHsATa

co01BapTOCTi, MOJIENb MEPEOIIHKH, MOJIENb CIIPABEINBOI BAPTOCTI.
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The purpose of the article is to make proposals
on the improvement of international norms of the
delivery of information about the land (land parcels) in
financial statements. In order to improve the quality of
relevant information on land parcels for users (investors
and creditors). it is proposed to improve the
international standards of financial reporting as follows:
based on the unique nature of the land (property) as a
type of assets of economic entities, to introduce the
«Land» (or «Land and buildings») article into the
minimum list of articles of the Statement of Financial
Position, that should includes all the land (or land and
buildings) held by the owner and leased, with the
exception of land (or land and buildings) held for sale,
with the relevant general evaluation models.

Considering that the cost of land is not
depreciated to propose, for the book valuation of land
parcels held for the purpose of long-term use, to apply a
fair value model, which is currently allowed by
international standards to choose accounting policy only
for investment property.

It is given the fundamental importance for
investors and creditors of the classification of assets in
the Statement of Financial Situation for current and non-
current, in particular for the indicator of «Working
capital, to display the land for sale in the current assets
segment, but at the net realizable value.
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BJIACHUKOM, IHBECTHIIIHHA HEPYXOMICTh, MOJEIh
VK 657.15:332.6 (477)
HdyooBast Banentuna BaagumupoBHa,

KaH/Au/JaT SKOHOMHUYECKUX HayK, JoueHT. JlaBblnoBa
Hpuna BsuecnaBoBHa, cryneHTka. [lomTaBckuit
HAI[MOHAJBHBI TEXHUYCCKUH YHHUBEPCUTET HMCHH
IOpus Konnpatioka.llpeacraBiaenue undgopmManuu o
3eMeJIbHBIX YYaCTKaX B ()MHAHCOBOH OTYETHOCTH MO
MC®O.

Lenpto craTthu  siBISETCS ~ OOHApOJOBaHHE
TIPE/ITIOKEHU I o COBEPIICHCTBOBAHUIO
MEXIYHAPOIHBIX HOPM IPEACTaBICHUS HH(OPMAIHH O
3emiie  (3eMeJNbHBIE  y4acTKM) B  (DMHAHCOBOM
oruetHocTd. C  1EIbIO  TOBBINICHUS  KadyecTBa
peneBaHTHOW MH(POPMALIMH O 3eMENIbHBIX YJacTKax IJIs
MoJbp30BaTeNnen (uHBECTOPOB u KpPEIUTOPOB)
MPE/JIOKEHO  YCOBEPILEHCTBOBATh ~ MEXIyHApOJIHBIC
CTaHAapThl (MHAHCOBOM OTYETHOCTH  CIIEAYIOIIHM
00pa3oM: HCXOIsl U3 YHUKAJIBHOTO XapakTepa 3eMIIH
(HEIBIKUMOCTH) KaK BHIAa AaKTHBOB CYOBEKTOB
XO3SCTBOBAHUSA, BBECTH B MUHHMAJLHBIH IEpPEYCHD
crareii Otdyerta O (HUHAHCOBOM COCTOSHUU CTaThIO
«Land» (wmn «Land and buildings»), B koropyro
BKJIIOYaTh BCE 3eMJIM (WIJIM 3€MJIM M 37aHHs), KOTOpbIE
3aHUMaeT BIIAJIEJCll U CIAeT B apeHay, KpoMe 3eMeb
(WM 3eMenbp W JOMOB), KOTOpBIE COZAEpXKaT Juis
MPOJAaKH, C COOTBETCTBYIOMIUMH OOIIMMHU MOJENSMH
OLICHKH.

Y4YuTBIBas, YTO CTOMMOCTD 3€MEIbHBIX Y4aCTKOB
HE aMOpPTH3HMPYIOT, NPEIOKUTHh Ul OalaHCOBOM
OIICHKH 3EMEJIBHBIX YYaCTKOB, YACPKUBAIOIIMXCS B
LENIAX TOJITOCPOYHOr0 UCIONb30BAHMS, IPUMEHATH fair
value model, xoTopyto ceifyac Mo MeXIyHapOJHBIM
CTaHAapTaM pa3penieHo BEIOUpATh YYETHOH MOJUTUKOM
TOJILKO KacaTeIbHO MHBECTUIIMOHHON HEIBHKUMOCTH.

Y4uuThiBas TNPHUHIUIHAAIBHYIO Ba)XKHOCTH JIJIS
HWHBECTOPOB U KPEIAUTOPOB KITaCCU(HUKAIIMA aKTHBOB B
Otuere 0 (PUHAHCOBOM IIOJIOXKEHUH HA TEKYIIUE U
JIONTOCPOYHbIE, B YaCTHOCTU JUIS  OIIPEAEICHHS
TIOKa3aTest «Working capitaly, OTpaxkaTh
yaep)KUBaeMble Ui TPOAAXKH 3eMENbHbIE YYacTKH B
YacTH TEKYIUX aKTUBOB, HO at the net realisable value.

Knrwouesvle cnosa: HENBIKUMOCTb, 3aHSATas
BJIAJICIIBIIEM, MHBECTHIIMOHHAS HEIBMXKUMOCTh, MOJICIb
ce0ecTOMMOCTH, ~ MOZENb  IEPEOLEeHKH,  MOJAENIb
CIpaBeTUBOM CTOMMOCTH.
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