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Currently, the Russian accounting system is actively developing towards adapta-
tion to the International Financial Reporting Standards. New standards developed
on the basis of international documents — federal accounting standards — are grad-
ually replacing the accounting regulations approved in 1998-2012. One of the first
such standards is the document regulating the accounting of property, plant and
equipment — FSBU 6/2020 “Property, Plant and Equipment”. The introduction of
this standard is an important event for organizations in all sectors of the economy
that own property, plant and equipment, including enterprises of the textile industry.
This article provides a detailed examination of the types of existing federal account-
ing standards as well as the identification of regulatory documents that set require-
ments for the accounting of property, plant and equipment. A profound analysis of
the procedure for the accounting of property, plant and equipment in accordance
with FSBU 6/2020 “Property, Plant and Equipment” and IAS 16 “Property, Plant
and Equipment” is conducted in the following aspects: the definition of property,
plant and equipment, their recognition, initial and subsequent assessment, depreci-
ation, the derecognition of property, plant and equipment and the disclosure of in-
formation on them in financial statements. Special attention is paid to the procedure
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for the revaluation of property, plant and equipment and the reflection of its results
in financial statements. Based on the conducted research, it is concluded that gen-
erally the requirements for the accounting of property, plant and equipment set out
in FSBU 6/2020 “Property, Plant and Equipment” and IAS 16 “Property, Plant and
Equipment” are similar, but there are some minor differences in certain aspects.
The introduction of FSBU 6/2020 “Property, Plant and Equipment” significantly
simplifies the process of the accounting of property, plant and equipment and the
preparation of financial statements for Russian companies that are required to com-
pile financial statements not only in compliance with the Federal Accounting Stand-
ards but also in accordance with the IFRS.

B nacmoauwee spemsa poccuiickaa cucmema 0yxzaimepcKozo yuema aKmugHo
pazeusaemcsa 6 Hanpaeienuu aoanmayuu Kk Mexcoynapoonvim cmaunoapmam ¢hu-
Hancoesoii omuemnocmu. Ha cmeny ymeepicoennvim ¢ 1998-2012 22. nonoxncenuam
no oyxzanmepckomy yuemy nocmeneHHo npuxoosam Hoevle CManoapmol, pazpada-
moleaemovle HA OCHOGE MEHCOYHAPOOHBIX OOKYMEHmMOoe8, — (hedepaibHble CMAH-
oapmol dyxeanmepckozo yyuema. QOHUM U3 nEPevIX MAKUX CHAHOAPMO8 cmajl 00-
KyMeHm, pezZyiupyrouuil nopaook yuema ocnosnwvix cpeocmas, — @®CBY 6/2020 "' Oc-
HoeHble cpeocmea'’. Beedenue oannozo cmanoapma 6 oeiicmeue AAACMCA 8AMHC-
HbIM COObImuUeM 0N OP2aHu3aAuUIlL 6cex ompaciieil IKOHOMUKU, 001a0aruux oc-
HOGHBIMU CPEOCMBAMU, 8 MOM YUCTIE 0714 RPEONPUAMUIL MEKCMUIbHOU POMbIWU-
nennocmu. B oannoii cmamove noopoono uccnedosanvt munst 0eiicmeylomux ge-
0€panbHbLIX CIMAHOAPMOE OyX2aaimepcKo2o yuema, a makyice uoeHmupuyuposanvl
HOpMamueHvle 0OKyMeHnbl, YCMAHAGIUSAIOU UE MPEHOBAHUA K YUy OCHOGHBIX
cpeocme. Ilposeden oemanvHblii aHAIU3 NOPAOKA YUema OCHOBHBIX CPEOCE 8 CO-
omeemcmeuu ¢ @CEY 6/2020 " Ocnosnvie cpeocmea’ u MCDO (IAS) 16 "' Ocnos-
Hble cpedcmea’’ 6 paspese CledylOUUX ACHEKMO8: OnpeoeieHue OCHOGHBIX
cpeocme, ux npu3Hanue, NepeOHAYAIbHAA U NOCIEOVIOULAs OUECHKA, AMOPMU3AUU,
npexkpauienue RPUHAHUA OCHOBHBIX CPEOCME, PACKPbIMUE UHGOPMAUUU O HUX 6
dunancoson omuemnocmu. Ocodoe snumanue yoeineno npoyeoype nepeoueHKu
OCHOGHBIX CPEOCHIE U OMPAICEHUIO ee Pe3YIbMamoe 6 (PUHAHCOBOII OMYUEMHOCHU.
Ha ocnose npogedennozo uccnedoseanus chopmyauposan évio0 o mom, 4mo 6 ye-
J10M mpedosanus K yuemy OCHOGHbIX cpedcme, ycmanos1ennvie 6 OCEY 6/2020
"Ocnognvie cpeocmea’ u MC®O (IAS) 16 "Ocnosnvie cpeocmea’’, coenaoarom,
00HAKO UMEIOmcs HEeKOmopvle He3HAUUmenbHvle Pa3iuyus no pacy 60npocos.
Bcmynnenue ¢ cuny @CBY 6/2020 "' Ocnoenvie cpeocmea' cywyecmeenno ynpo-
waem Ona POCCUIICKUX KOMNAHUTL, 00A3AHHBIX (opmuposams punancogyro om-
uemnocmv ne moavko no @CLY, no u no MC®O, npouedypy yuema 0CHOGHBIX
cpeocme u no020mo6Ku UHAHCOBOI OMYUEMHOCHU 8 COOMEEMCMEUU C 08YMA CU-
cmemamu Cmanoapmoe.
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Introduction

The development of the Russian account-
ing system is aimed at integration into the in-
ternational economic space in order to attract
foreign investments as well as to increase the
reliability, timeliness and comprehensiveness
of information provided in financial statements
on the activities of economic entities [1]. To-
day, the Russian Federation has two systems of
financial reporting: the Federal Accounting
Standards (FSBU) and the International Finan-
cial Reporting Standards (IFRS).

The Federal Accounting Standards are
Russian documents that establish the minimum
necessary requirements for the procedure for
accounting. They are mandatory for all Rus-
sian organizations, regardless of the industry
and specific activities, including enterprises of
the textile industry, unless otherwise specified
in these standards or in the Federal Law of De-
cember 6, 2011 Ne 402-FZ “On Accounting”.

The Federal Accounting Standards include
two types of documents: the Accounting Reg-
ulations (PBU) approved by the Ministry of Fi-
nance of the Russian Federation between Oc-
tober 1, 1998 and January 1, 2013 and docu-
ments adopted since 2018 called “Federal Ac-
counting Standards”. To date, there are
19 PBU and 9 FSBU in Russia.

Currently, the Russian accounting system
is being reformed in accordance with the IFRS.
As a result, the Federal Accounting Standards
are gradually replacing the Accounting Regu-
lations. All valid Federal Accounting Stand-
ards are based on the IFRS. However, despite
the fact that the provisions of the Federal Ac-
counting Standards are very closely aligned
with the IFRS, there are still some differences
between the Russian standards and the IFRS.

A number of Russian companies are re-
quired to prepare financial statements in com-
pliance with the IFRS in addition to financial
statements compiled in accordance with the
Federal Accounting Standards. The list of such
enterprises is established by the Federal Law
of July 27, 2010 Ne 208-FZ “On Consolidated
Financial Statements”. In particular, they in-
clude credit institutions, insurance companies,
organizations whose securities are admitted to
organized trading, companies that prepare con-
solidated financial statements in compliance

with their founding documents or federal laws.
Enterprises of the textile industry may also be
included in this group if they meet the criteria
specified in the law. It should be noted that the
obligation to compile financial statements not
only according to Russian accounting stand-
ards but also according to the IFRS creates an
additional burden for companies, as the ac-
counting principles set forth in Russian and in-
ternational standards often differ significantly.

Research methods

In the process of research two types of gen-
eral scientific methods have been used: empir-
ical (the studying of educational literature and
regulatory legal acts, the systematization of
materials, description and comparison), theo-
retical (content analysis, the generalization and
formalization of the obtained results, synthe-
sis, detailing, abstraction, induction, deduc-
tion, systems approach and chronological anal-
YSis).

Results and discussion

One of the fundamental regulatory acts of
the Russian Federation regulating accounting
is FSBU 6/2020 “Property, Plant and Equip-
ment” which establishes requirements for the
formation of accounting information on organ-
izations’ property, plant and equipment. This
is due to the fact that almost every enterprise
owns some property, plant and equipment [2;
3; 4].

At the present time, requirements for the
accounting of property, plant and equipment
are contained in several regulatory documents

(Fig 1).

p
—{ Federal Law of December 6, 2011 Mo 402-FZ “On Accounting” —

p
— FSBU 6/2020 “Property, Plant and Equipment” —

p
— FSBU 26/2020 “Capital Investments” [

(* Information message of the Ministry of Finance of the Russian Federation
— of November 3, 2020 03.11.2020 N IS-accounting-29 “New in —
Accounting Legislation: Facts and Comments”

Fig. 1
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The main document among listed ones is
FSBU 6/2020 “Property, Plant and Equip-
ment”. It establishes all mandatory key points
in the accounting of property, plant and equip-
ment [5; 6].

FSBU 6/2020 “Property, Plant and Equip-
ment” was approved by the Order of the Min-
istry of Finance of the Russian Federation of
September 17, 2020 Ne 204n. This standard is
required to be applied starting with financial
statements prepared for 2024 [7]. Companies
could decide on the early application of FSBU
6/2020 “Property, Plant and Equipment”. This
standard was developed on the basis of IAS 16
“Property, Plant and Equipment”. However,
there are a number of differences between Rus-
sian and international documents.

The definitions of property, plant and
equipment presented in FSBU 6/2020 “Prop-
erty, Plant and Equipment” and IAS 16 “Prop-
erty, Plant and Equipment” are generally the
same. Property, plant and equipment are tangi-
ble assets used by an organization in the pro-
cess of manufacturing products, selling goods,
providing services, leasing or meeting admin-
istrative needs, and their useful life exceeds
one reporting period [8; 9].

Due to the specifics of the activity, enter-
prises of the textile industry usually own a
large number of property, plant and equipment.
They use specific equipment and facilities de-
signed for processing raw materials, manufac-
turing fabrics and producing finished goods.
Property, plant and equipment of such organi-
zations include:

- buildings: production facilities, storage
complexes and administrative premises;

- equipment: knitting looms, spinning ma-
chines, dyeing and finishing lines, drying
equipment and other specialized equipment;

- vehicles: trucks, forklifts and other equip-
ment for transporting materials and finished
products;

- production implements: cutting tables,
racks, fabric roll holders, etc.

The accounting of property, plant and
equipment at enterprises of the textile industry,
unlike organizations operating in other sectors
of the economy, has its own distinctive fea-
tures because of a number of factors. They in-
clude the unique characteristics of equipment

and facilities, the high intensity of operation
and the importance of technical support.

In compliance with FSBU 6/2020 “Prop-
erty, Plant and Equipment”, the unit of the ac-
counting of property, plant and equipment is an
inventory object. This is due to the fact that
Russian accounting is based on documents.
The balance sheet is an inventory-based docu-
ment. This means that an inventory should be
conducted before annual financial statements
are prepared. There is no concept of “an inven-
tory object” in the IFRS.

An item of property, plant and equipment
is recognized as an asset if it has the ability to
bring future economic benefits to the company
[10]. In accordance with IAS 16 “Property,
Plant and Equipment”, the initial cost of an
item of property, plant and equipment has to be
measurable reliably for its recognition. Such a
criterion is not fixed in FSBU 6/2020 “Prop-
erty, Plant and Equipment”. In the author’s
opinion, this can be explained by several rea-
sons. Firstly, in most cases, the initial cost of
the item of property, plant and equipment
could be determined: it is the amount of costs
incurred in connection with its acquisition or
construction. Secondly, a distinctive feature of
Russian accounting is that it is based on docu-
mentation. All accounting entries are based on
primary documentation that confirms the facts
of economic activity. The initial cost of the
item of property, plant and equipment is de-
fined based on the amounts specified in con-
tracts, acceptance certificates, delivery notes
and other supporting documents.

Thus, an object is classified as an item of
property, plant and equipment if it meets the
definition and the recognition criteria. This ap-
plies not only to initial recognition but also to
determining whether subsequent costs can be
capitalized.

At enterprises of the textile industry, spe-
cial attention is paid to maintaining equipment
in good working condition since machine mal-
functions could lead to reduced product quality
and production shutdowns. The regular
maintenance, current and major repairs of
equipment help to minimize the risk of acci-
dents and disruptions in the production pro-
Cess.
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The costs of machine current repairs and
maintenance are recognized as expenses of the
reporting period, while the costs of major re-
pairs increase the book value of the item of
property, plant and equipment.

According to FSBU 6/2020 “Property,
Plant and Equipment”, a company might set
and fix a cost limit in its accounting policies
for recognizing an object as an item of prop-
erty, plant and equipment. In this case, costs
incurred for the acquisition or creation of an
object whose value is below the limit set by the
organization will be recognized as expenses
[11; 12]. This option is not provided for by the
IFRS. However, in compliance with IAS 16
“Property, Plant and Equipment”, it is allowed
to recognize individual components of a large
asset as an item of property, plant and equip-
ment or, on the contrary, to combine minor as-
sets into a single accounting unit [13; 14]. This
decision is made based on professional judg-
ment.

When an item of property, plant and equip-
ment is recognized, it is measured at its initial
cost. The components of this cost are shown in
the figure below (Fig. 2).

Purchase price, including import duties and non-refundable purchase
taxes, after deducting trade discounts and rebates

Costs directly attributable to bringing the asset to the location and
condition necessary for it to be capable of operating

Initial estimate of the costs of dismantling and removing the item and
restoring the site on which it is located

> Borrowing costs

Fig. 2

When payment is deferred, the purchase
price is recognized based on the immediate
payment, which means that the future payment
should be discounted and the difference should
be recognized as interest expenses.

According to IAS 16 “Property, Plant and
Equipment”, the initial cost of an item of prop-
erty, plant and equipment may also include in-
terest on a credit if the criteria set by IAS 23
“Borrowing Costs” are met:

- the credit has actually been received,

- interest on the credit has actually been
accrued,

- the construction of the item of prop-
erty, plant and equipment has actually begun
and has not been suspended (interest on the
credit is capitalized until the item of property,
plant and equipment is ready for use);

- the asset is qualifying, meaning that it
requires significant time for preparing for use.

The Federal Accounting Standards do not
set conditions for including interest on a credit
in the initial cost of an item of property, plant
and equipment.

In compliance with IAS 16 “Property, Plant
and Equipment”, a company could acquire
property, plant and equipment through ex-
change transactions. These transactions may or
may not have commercial substance.

The presence of commercial content is de-
termined by the extent to which the expected
economic benefits from the operation of the
object will change.

Commercial substance exists if:

- the characteristics of the expected cash
flows (risks, value, timing) change;

- the company-specific present value of
the expected cash flows changes (for instance,
the acquired asset will be a very good comple-
ment to an existing one).

According to IAS16 “Property, Plant and
Equipment”, if the exchange transaction does
not have commercial content, the initial cost of
the item of property, plant and equipment is
equal to the carrying value of the transferred
asset. If there is commercial content, the initial
cost of the item of property, plant and equip-
ment is the fair value of the transferred asset,
adjusted for the amount of cash paid or re-
ceived in the exchange. If the fair value of the
transferred asset cannot be determined, the in-
itial cost of the item of property, plant and
equipment is equal to the fair value of the re-
ceived asset; if this value cannot be determined
either, the initial cost of the item of property,
plant and equipment is the book value of the
transferred asset.

FSBU 6/2020 does not contain information
on defining the initial cost of an item of prop-
erty, plant and equipment acquired by a com-
pany as part of an exchange operation. In com-
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pliance with PBU 1/2008 “Organization’s Ac-
counting Policies “, if certain accounting is-
sues are not covered by the Federal Account-
ing Standards, the enterprise should establish a
method of the accounting of these issues in its
accounting policies, primarily based on the
IFRS.

According to FSBU 6/2020 “Property,
Plant and Equipment” and IAS 16 “Property,
Plant and Equipment”, an organization can
choose either the cost model or the revaluation
model for the subsequent evaluation of prop-
erty, plant and equipment. The company has to
specify its choice in its accounting policies

(Fig. 3).

|

L{ Models of the accounting of property, plant and equipment ]

i
[ |

)

Cost model: Revaluation model:

1. actual cost 1. fair value at the date of the

-~ revaluation
2. (accumulated depreciation)

2. (subsequent  accumulated

3. (accumulated impairment losses) depreciation)
1

3. (subsequent  accumulated
impairment losses)

\
Fig. 3

The revaluation model might be applied to
items whose fair value can be determined (pos-
sibly using mathematical models). The date of
fair value assessment is not the same as the re-
porting date.

In compliance with FSBU 6/2020 “Prop-
erty, Plant and Equipment”, property, plant
and equipment should be revalued at least once
a year. According to IAS 16 “Property, Plant
and Equipment”, if the model of the account-
ing of property, plant and equipment at reval-
ued cost is used, revaluations should be carried
out regularly, so that the book value of prop-
erty, plant and equipment does not differ sig-
nificantly from the fair value at the reporting
date (for example, for computers — annually,
and for a machine — once every 3-5 years)
[15]. Consequently, the IFRS and FSBU differ
in the established frequency of the revaluation
of property, plant and equipment.

If the revaluation model is used, there are
two options for dealing with depreciation ac-
cumulated by the time of revaluation:

- accumulated depreciation is recalcu-
lated in proportion to the change in the initial
cost of property, plant and equipment (revalu-
ation by indexing);

- accumulated depreciation is written off
against the initial cost of property, plant and
equipment, and the residual value is revalued.
In this case, depreciation after revaluation is
equal to zero and is accumulated again.

FSBU 6/2020 “Property, Plant and Equip-
ment” uses notions “types of property, plant
and equipment” and “groups of property, plant
and equipment”, and IAS 16 “Property, Plant
and Equipment” applies the notion “classes of
property, plant and equipment”. After compar-
ing the definitions of these concepts presented
in the specified financial accounting standards,
it could be concluded that groups of property,
plant and equipment and classes of property,
plant and equipment are identical notions. In
IAS 16 “Property, Plant and Equipment”, there
is no equivalent to the term “types of property,
plant and equipment”. Types of property, plant
and equipment are broader and more compre-
hensive than groups of property, plant and
equipment.

The entire group (class) of property, plant
and equipment should be evaluated using the
same model of the accounting of property,
plant and equipment (cost model or revaluation
model). When using the revaluation model, the
revaluation of assets belonging to the same
group (class) of property, plant and equipment
should be performed simultaneously.

The production technology in the textile in-
dustry is characterized by a variety of stages of
raw material processing, from fiber prepara-
tion to product finishing. Each stage requires
specialized equipment, each unit of which is
subject to separate accounting.

Consequently, enterprises of the textile in-
dustry need to classify their property, plant and
equipment by types and groups (classes), tak-
ing into account differences in useful lives and
depreciation methods.

At each reporting date, all property, plant
and equipment (both those valued at the initial
cost and those valued at the revalued amount)
are necessarily checked for signs of impair-
ment. If there are any signs of impairment, an
impairment test is carried out, during which the

46 Ne 3 (423) TEXHOJIOI' M1 TEKCTUJILHOM ITPOMBILIJIEHHOCTH 2026



recoverable amount of property, plant and
equipment is calculated. If it turns out to be
less than the book value of property, plant and
equipment, an impairment loss is recognized
[16].

When the company applies the revaluation
model, the amount of an increase or a decrease
in the value of property, plant and equipment
should be reflected in financial statements ac-
cording to the scheme presented below

(Fig. 4).

There was an increase There was a decrease

| 1
| 1
he first time :
Thelh : in the value : in the value

| 1
| 1

.:\n increase Equity i :

in the value i ot
| ®| |@] Eauity i Equity

CA—eefp—— | CA ;€A

| 1

Adecrease | | Loss i @] |® wLoss

05§

in the value 1 |
| 1
| 1
| 1
! 1

CA - carrying amount
Fig. 4

If there is an increase in the value of an item
of property, plant and equipment, its amount is
a part of the total financial result of the report-
ing period which is reflected in the section of
the balance sheet under the heading “Equity”
as the item called “Accumulated Increase in
the Value of Non-Current Assets” (in the
IFRS, this is replaced by the item called “Re-
serve for the Revaluation of Property, Plant
and Equipment”). The fact that an increase in
the value of property, plant and equipment is
presented as a separate item rather than as a
part of retained earnings indicates that the
amount of an increase in the value of property,
plant and equipment will not be distributed to
shareholders in the form of dividends. In finan-
cial statements under the IFRS, an increase in
the value of property, plant and equipment is
additionally reflected in the statement of com-
prehensive income as unreclassified other
comprehensive income. In financial statements
under the Federal Accounting Standards, there
is no statement of comprehensive income, so
an increase in the value of property, plant and
equipment is immediately included in the sec-
tion of the balance sheet under the heading

“Equity” (but it is essentially the same as in fi-
nancial statements under the IFRS). If there
was a previous decrease in the value of prop-
erty, plant and equipment, the amount of an in-
crease in its value is firstly accounted for as the
reversal of the decrease in the value recognized
in previous reporting periods.

If there is a decrease in the value of prop-
erty, plant and equipment, its amount is recog-
nized as a loss in the statement of financial per-
formance (as a part of other expenses). If there
was a previous increase in the value of prop-
erty, plant and equipment, the amount of the
decrease in its value is firstly recognized as a
reduction in the revaluation surplus recognized
in previous reporting periods.

The cost of property, plant and equipment
is written off through depreciation which is the
systematic allocation of the depreciable
amount of property, plant and equipment (ex-
cluding land) over their useful life [17]. The
depreciable amount is equal to the initial (or
revalued) cost minus the residual value.

At least at the end of each reporting year, it
IS necessary to review the useful life, the de-
preciation method and the residual value.

In compliance with FSBU 6/2020 “Prop-
erty, Plant and Equipment”, the depreciation of
an item of property, plant and equipment is ac-
crued from the date of its commissioning or
from the first day of the month following the
month of its commissioning until the date of its
derecognition or from the first day of the
month following the month of its derecogni-
tion. According to IAS 16 “Property, Plant and
Equipment”, the depreciation of an item of
property, plant and equipment is calculated
differently: from the date of its readiness for
use until the date of its classification as an asset
for sale or the date of its write-off.

There are three methods of calculating de-
preciation:

- the straight-line method,;

- the units of production method;

- the diminishing balance method.

The company should choose a depreciation
method that reflects the pattern in which the
organization is expected to consume future
economic benefits from the asset and apply it
consistently.
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Enterprises of the textile industry operate
complex specialized equipment, such as knit-
ting looms, carding machines, dyeing and fin-
ishing equipment, etc., which is subject to
rapid physical wear and tear due to continuous
work and constant contact with chemicals and
fibers. As a result, these organizations most of-
ten use depreciation methods, like the dimin-
ishing balance method or the units of produc-
tion method. These depreciation methods al-
low for a more rapid write-off of equipment’s
initial cost.

An item of property, plant and equipment
is derecognized when it is disposed or if it is
no longer capable of generating economic ben-
efits for the enterprise in the future [18].

Income arising from the disposal of an item
of property, plant and equipment should not be
classified as revenue. The resulting profits and
losses are recognized in the statement of finan-
cial performance and represent the difference
between the net proceeds from the disposal (if
any) and the carrying value of the item of prop-
erty, plant and equipment.

The reserve for revaluation of property,
plant and equipment is transferred to retained
earnings:

- either at the time of its disposal;

- or annually in an amount equal to the
difference between the amount of depreciation
calculated on the revalued book value and the
amount of depreciation calculated on the initial
cost.

The point is that in any case, at the time of
the disposal of an item of property, plant and
equipment, the reserve for its revaluation will
be transferred to retained earnings.

In compliance with FSBU 6/2020 “Prop-
erty, Plant and Equipment”, information on
property, plant and equipment is disclosed in
financial statements, taking into account the
criterion of materiality. In particular, it is nec-
essary to provide data on the book value at the
beginning and end of the reporting period,
methods of assessing property, plant and
equipment (by groups), elements of deprecia-
tion of property, plant and equipment and their
changes, etc. In IAS 16 “Property, Plant and
Equipment”, the criterion of materiality for de-
termining the set of information on property,
plant and equipment disclosed in financial

statements is not specified, but the list of data
is approximately the same as in FSBU 6/2020
“Property, Plant and Equipment” [19].

If the revaluation model is used, an addi-
tional set of information should be disclosed:
the date on which the revaluation was carried
out; whether an independent valuer was in-
volved in the revaluation; the amount of the ac-
cumulated increase in the value of property,
plant and equipment that has not been written
off to retained earnings, indicating the method
of writing off accumulated revaluation surplus
to retained earnings, etc.

Conclusion

Thus, the requirements for the formation of
information on an organization’s property,
plant and equipment in accounting established
by FSBU 6/2020 “Property, Plant and Equip-
ment” and the accounting procedure for prop-
erty, plant and equipment specified in IAS 16
“Property, Plant and Equipment” are largely
identical.

Nevertheless, there are still a number of
differences in the accounting of property, plant
and equipment under the Federal Accounting
Standards and the IFRS [20]. They include the
following issues: the recognition of an item of
property, plant and equipment; the period of
depreciation; the frequency of the revaluation
of an item of property, plant and equipment.

As to the recognition of an item of prop-
erty, plant and equipment, the IFRS does not
require the mandatory presence of documents
and does not have a value criterion, but the
IFRS provides the ability to group property,
plant and equipment and, conversely, to ac-
count for them by individual components. Ac-
cording to the Federal Accounting Standards,
the costs of acquiring or creating assets that
have a value below the limit set by the com-
pany (if such a value criterion is established by
the enterprise) are recognized as expenses in
the period in which they are incurred. There is
no value criterion in the IFRS, but assets with
a low value will also be written off as expenses
since the criterion of relevance is not met (this
information is not useful to users and does not
influence their decisions).

In compliance with the IFRS, depreciation
begins to be accrued from the date of the readi-
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ness of the asset for use until the date of its clas-
sification as an asset for sale or the date of its
write-off from the balance sheet, while according
to the Federal Accounting Standards, it begins to
be accrued from the date of its commissioning or
from the first day of the month following the
month of its commissioning until the date of its
write-off from accounting records or from the
first day of the month follow-ing the month of its
write-off from accounting records.

In compliance with the IFRS, the revalua-
tion of property, plant and equipment should
be carried out at a frequency sufficient to en-
sure that the carrying amount does not differ
considerably from the fair value as at the end
of the reporting period, and according to the
Federal Accounting Standards, it should be
carried out at least once a year.

The differences in the accounting of prop-
erty, plant and equipment under the IFRS and
the Federal Accounting Standards are not sig-
nificant, and the requirements of these stand-
ards are generally the same. This fact is partic-
ularly crucial for companies that are required
to prepare financial statements under both the
Federal Accounting Standards and the IFRS as
it reduces the burden of transforming financial
statements compiled in compliance with the
Federal Accounting Standards to financial
statements prepared according to the IFRS.
This statement is also relevant for enterprises
of the textile industry.
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