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IMPROVING LONG-TERM
ASSETS ACCOUNTING AND
AUDITING

Gulboy Yusupov
Teacher at Termez state university

Abstract: Long-term assets, such as property, plant, equipment, intangible assets, and long-term investments, are vital to
an organization’s financial health and operations. Proper accounting and auditing of these assets ensure that businesses
have accurate financial reporting, meet compliance standards, and make informed strategic decisions. However, the
complexity of managing these assets requires robust processes. The IMRAD (Introduction, Methods, Results, and
Discussion) method provides a structured approach to improving the management and auditing of long-term assets. In
this article, we will explore how this method can be effectively applied to the domain of long-term asset accounting and
auditing.

Key words: Long-term assets, Accounting, Auditing, Asset management, Depreciation, Impairment, Financial reporting.

Annotatsiya: Asosiy vositalar, nomoddiy aktivlar va uzoq muddatli investitsiyalar kabi uzoq muddatli aktivlar tashkilotning
moliyaviy salomatligi va faoliyati uchun juda muhimdir. Ushbu aktivlarning to‘g‘ri hisobi va auditi korxonalarning to‘g'ri
moliyaviy hisobotlarga ega bo‘lishini, muvofiglik standartlariga javob berishini va asosli strategik garorlar gabul qilishini
ta’'minlaydi. Birog, ushbu aktivlarni boshqarishning murakkabligi mustahkam jarayonlarni talab giladi. IMRAD (Kirish,
usullar, natijalar va muhokama) usuli uzog muddatli aktivlarni boshgarish va auditini takomillashtirishga tizimli yondashuvni
ta’minlaydi. Ushbu magolada biz uzog muddatli aktivlarning buxgalteriya hisobi va auditi sohasida ushbu usulni ganday
samarali qo‘llash mumekinligini ko'rib chigamiz.

Kalit so‘zlar: Uzoq muddatli aktivlar, Buxgalteriya hisobi, Audit, Aktivlarni boshgarish, Amortizatsiya, Qiymatsizlanish,
Moliyaviy hisobot.

AHHOTauus: [ONrocpoyHble akTuBbl, TakMe Kak WMYLLecTBO, 3aBod, obopyaoBaHWe, HemaTtepuvasbHble akTuMBbl U
[ONTOCPOYHbIE MHBECTULMKN, MMEKT XU3HEHHO BakHOE 3HadYeHue aOns (OUHAHCOBOrO 340POBbS U AEATENbHOCTU
opraHunsaumu. MNMpaBunbHbIN yHET U ayouT STUX aKTMBOB rapaHTMPYIOT, YTO NPeanpuUaTUS UMEKT TOYHYI0 (DMHAHCOBYHO
OTYETHOCTb, COOTBETCTBYIOT CTaHZapTamM COOTBETCTBMSA M MPUHMMAKOT OOOCHOBAHHbIE CTpaTernMyeckue peLUeHUs.
OpHako CnoXXHOCTb YNpaBneHus 3TMMK akTuBamu TpebyeT HagexHbIx npoueccoB. Metog IMRAD (BeeneHune, Metoabl,
Pesynbratel 1 O6cyxaeHne) obecneyvBaeT CTPYKTYPUPOBAHHBIN MOAXOA K YMNyYLIEHU YMnpaBreHus u ayguta
[ONrOCPOYHbIX aKTUBOB. B 3TON cTaTbe Mbl pAaCCMOTPUM, Kak 3TOT METO MOXHO 3h(DEKTUBHO MPUMEHSITL B 0b6nacTu
yyeTa v ayamTa SOMroCPOYHbIX aKTUBOB.

KnioyeBble cnosa: [donrocpoyHble akTuBbl, byxrantepckum ydyet, Ayaut, YnpasneHve aktveamu, AmopTusauus,
ObecueHeHne, PuHaHcoOBasA OTYETHOCTb.

INTRODUCTION

Accurate accounting and auditing of long-term assets are crucial for ensuring that financial statements
accurately reflect the true value of an organization’s assets. These long-term assets often the largest component
of a company’s balance sheet must be appropriately valued, depreciated, and tested for impairment in order to
comply with established accounting standards and regulations. By conducting thorough audits, businesses can
uncover inefficiencies, deter fraudulent activity, and maintain regulatory compliance. Nevertheless, companies
frequently encounter challenges, such as the complexities of fair value accounting, the application of various

IQTISODIYOT 9OKOHOMHUKA ECONOMY
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depreciation methods, and the requirement for periodic asset revaluations. Consequently, adopting more robust
accounting and auditing practices becomes essential for sustaining long-term business success.

Long-term assets are fundamental to a company’s financial stability and operational capability. This category
includes property, plant, and equipment; intangible assets; and long-term investments, all of which often account
for a substantial portion of a company’s balance sheet. Properly accounting for and auditing these assets is
not only vital for producing accurate financial reports, but also critical for maintaining regulatory compliance,
managing risks, and supporting informed decision-making. However, the processes of managing and auditing
these assets can be intricate, requiring businesses to navigate a variety of standards, methodologies, and
challenges.

The accurate accounting of long-term assets involves determining their values, calculating depreciation,
performing impairment tests, and ensuring proper reporting within financial statements. Likewise, audits must
confirm the authenticity, condition, and correct valuation of these assets so that financial statements present a
true and fair view of the company’s asset position. Given the significance of these activities, organizations must
continuously enhance their accounting and auditing practices to achieve greater accuracy, ensure compliance,
and improve overall efficiency. This article examines strategies for refining long-term asset accounting and
auditing, employing a structured approach to address the principal challenges in asset management.

LITERATURE REVIEW ON THE TOPIC

The study of long-term asset accounting and auditing is well-documented in the accounting and finance
literature, reflecting both the complexity of these processes and their importance for reliable financial reporting.
A foundational resource, the American Institute of Certified Public Accountants’ comprehensive guide (2020),
outlines the principles and challenges associated with accounting for long-term assets, including valuation,
depreciation, and impairment assessments. This guide is widely recognized as a practical reference for
practitioners seeking to maintain compliance with established standards.

The International Financial Reporting Standards provide another critical framework for long-term asset
accounting. Specifically, IAS 16: Property, Plant, and Equipment (2019) sets forth guidelines for the recognition,
measurement, and depreciation of tangible assets, emphasizing transparency and consistency in financial
statements. The IFRS framework has significantly influenced international accounting practices, ensuring that
long-term asset reporting is comparable across different jurisdictions.

Leading academic textbooks have also contributed to the understanding of long-term asset accounting.
Kieso, Weygandt, and Warfield’s Intermediate Accounting (16th ed.) and Spiceland, Sepe, and Nelson’s
Intermediate Accounting (10th ed.) offer detailed discussions on the subject. These works provide in-depth
analyses of long-term asset valuation, depreciation methodologies, and impairment testing. They also address
the nuances of applying these concepts under varying regulatory frameworks, highlighting both theoretical
approaches and practical implications.

In addition to accounting standards and educational materials, the role of auditing in verifying long-term
asset values has been extensively studied. The U.S. Securities and Exchange Commission’s (SEC) publication
on the role of auditing (2020) discusses how thorough audits help ensure that long-term assets are accurately
valued and reported. The SEC emphasizes that effective audits not only bolster investor confidence but also
help organizations comply with regulatory requirements and detect potential misstatements or fraud.

Finally, more recent research in the field has started to explore the intersection of long-term asset
accounting and broader economic and technological trends. For example, Mamadjanova and Babaniyazovich
(2024) examine how electronic commerce influences asset management strategies, while Ahmedov (2024)
investigates how regional investment attractiveness can be enhanced through improved accounting practices.
These studies suggest that the evolution of long-term asset accounting and auditing practices is increasingly
shaped by external economic forces and technological innovations.

RESEARCH METHODOLOGY

Commonly used in academic and research contexts, the IMRAD method can be tailored to financial
management, specifically for long-term asset accounting and auditing. The following outlines how each step of
the IMRAD framework can be applied to this area:

Identify:

Identify the full scope of long-term assets on the company’s balance sheet. This involves categorizing
assets into fixed assets (such as buildings and machinery), intangible assets (such as patents and trademarks),
and long-term investments. Conducting a thorough inventory ensures that all assets are properly accounted for,
accurately categorized, and consistently tracked.
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Measure:

Measure the value of each asset accurately by applying the appropriate accounting standards—such as
the International Financial Reporting Standards or Generally Accepted Accounting Principles. This includes
determining the useful life of tangible assets for depreciation purposes and estimating the fair value of intangible
assets and long-term investments. In some cases, professional judgment or external appraisal services may be
necessary to achieve accurate valuations.

Record:

Maintain comprehensive records for all long-term assets. This involves documenting each asset’s purchase
price, depreciation schedule, impairment assessments, and other relevant financial data. Implementing a
robust asset tracking system—such as an enterprise resource planning system—helps ensure these records
are updated regularly and key processes like depreciation and impairment testing are automated.

Analyze:

Analyze recorded data to confirm asset valuations’ accuracy and compliance with relevant accounting
standards. This includes reviewing depreciation methods (for example, straight-line or declining balance),
evaluating asset impairment impacts, and verifying that all assets are correctly categorized. Periodic
assessments of asset performance should also consider market conditions and technological obsolescence.

Formulate:

Formulate recommendations to improve accounting and auditing practices based on the analysis. Examples
include updating asset management procedures, strengthening internal controls, and adopting automated tools
to track asset performance. These recommendations should aim to improve accuracy, reduce errors, and
maintain compliance with evolving regulatory requirements.(1-table)

Table 1: Key Steps for Long-Term Asset Accounting and Auditing.

IQTISODIYOT 9OKOHOMHUKA ECONOMY

Step Description Objective Tools/Resources
. Identify and c'atego'rlze all Ipng- Ensure full identification of Asset inventory systems,
Identify term assets, including tangible and .
. ; assets for accurate accounting. | ERP systems
intangible assets.
Measure asset values using
applicable accounting standards Ensure assets are accurately Depreciation schedules,
Measure (e.g., GAAP or IFRS). Assess valued for proper financial external appraisal
depreciation, fair value, and reporting. services
impairment.
Maintain thorough documentation Keep a detailed record of asset | Asset tracking software,
Record and accurate records for each long- | acquisition, depreciation, and financial reporting
term asset. impairment for audit purposes. | systems
Regularly analyze asset . . .
o . Financial analysis
performance, depreciation methods, | Ensure ongoing accuracy and
Analyze . . . tools, market reports,
and impairment. Evaluate asset relevance of asset valuations. | . : ;
. : o impairment testing
valuation against market conditions.
Develop recommendations to
improve accounting and auditing Continuously improve asset Internal review systems,
Formulate practices based on analysis management and financial audit feedback,
(e.g., new technology, updated reporting practices. automation tools
procedures).

ANALYSIS AND RESULTS

Enhanced Accuracy:

By adopting a systematic approach to identifying, measuring, and recording assets, businesses can improve
the accuracy of their financial statements. This structured process reduces the risk of errors, misstatements, or
omissions in asset reporting, providing a clearer financial picture.

Improved Compliance:

Employing standardized measurement techniques and maintaining detailed documentation ensure
compliance with recognized accounting standards, such as the International Financial Reporting Standards
or Generally Accepted Accounting Principles. Precise asset valuations and consistent depreciation schedules
support both regulatory reporting and the audit process.
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Greater Efficiency:

Utilizing asset tracking systems and automation tools can greatly enhance efficiency in asset management.
These technologies enable real-time asset tracking, minimize administrative workloads, and streamline audit
procedures, ultimately contributing to better resource utilization.

Stronger Internal Controls:

Regularly analyzing and reviewing long-term asset data can help uncover potential issues, such as asset
impairment, inflated asset values, or underreporting. Strengthening internal controls through these reviews not
only reduces the risk of fraud but also promotes a more reliable and transparent financial environment.(2-table)

Table 2: Common depreciation methods for long-term assets.

Depreciation Method Description When to Use

Allocates an equal depreciation
Straight-Line Depreciation expense each year over the asset’s
useful life.

When the asset’s usage is relatively
constant over time.

Depreciation is higher in the early
Declining Balance years of the asset’s life and decreases
over time.

When the asset’s value decreases
more rapidly in the early years.

Depreciation is based on the asset’s
Units of Production usage or output rather than the
passage of time.

When the asset’s wear and tear is
based on its usage rather than time.

The IMRAD method’s structured approach offers a comprehensive framework for improving long-term
asset accounting and auditing. lts step-by-step process provides clarity in managing complex financial data,
ensuring that organizations not only meet compliance requirements but also enhance operational efficiency.

One of the key benefits of this method is its focus on accuracy. The identification and measurement phases
allow businesses to maintain accurate records of their long-term assets. This reduces the risk of errors that can
result in financial misstatements or audit discrepancies. Moreover, the emphasis on analysis allows companies
to identify any issues early, such as outdated asset values or potential impairments, and take corrective actions
before these issues affect financial reporting.

The method’s focus on automation also plays a vital role in improving the efficiency of long-term asset
management. With the growing complexity of global asset management and the increasing amount of data
involved, automated asset tracking systems can help businesses stay organized and on top of their asset
portfolios. Furthermore, automated systems can integrate asset data directly into financial reporting tools,
reducing the risk of human error and enabling real-time monitoring.

Another significant advantage of the IMRAD method is the ability to continually improve accounting
and auditing processes. By analyzing asset performance and regularly reviewing asset records, businesses
can refine their asset management practices over time. This iterative process ensures that long-term asset
accounting remains aligned with both organizational goals and regulatory changes.

Common indicators of potential asset impairment include physical damage, obsolescence due to
technological advancements or market shifts, significant declines in market value, and legal or regulatory
changes. Identifying these factors is crucial for reassessing the carrying value of long-term assets and ensuring
that financial statements remain accurate and compliant with accounting standards.(3-table)

Table 3: Common asset impairment indicators.

Indicator Explanation Impact on Financial Reporting

Damage to the asset, such as natural | Requires revaluation and potential

Physical Damage disasters or accidents. impairment adjustment.

Technological advances or market May result in a reduction of asset value

Obsolescence shifts that render the asset outdated. | and an impairment charge.

A significant and permanent decline in | Requires a reassessment of the

Market Value Decline the market value of the asset. asset’s carrying value.

SODIYOT 39KOHOMUKA ECONOMY

New regulations that affect the value | May require revaluation or impairment

Legal or Regulatory Changes or use of the asset. depending on asset value changes.

Different depreciation methods are used across industries based on the nature of asset usage. The
straight-line method is the most widely adopted, especially in industries with stable asset utilization, such as
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manufacturing and retail. The declining balance method is favored in sectors where assets lose value rapidly,
like technology and automotive industries. The units of production method is commonly applied in contexts
where depreciation is directly tied to output or usage, such as mining and manufacturing operations.(4-table)

Table 4. Statistical data: Depreciation methods in use among u.s. Companies.

Percentage of Companies
Using Method

Primary Industry

Depreciation Method Application

Average Asset Life (Years)

Common across
Straight-Line Depreciation 60% 5-10 years most industries (e.g.,
manufacturing, retail)

Used in industries with
assets that depreciate
faster, like technology and
automobiles

Declining Balance 30% 3-7 years

Primarily used in production
or resource extraction
industries

Source: National Accounting Institute (2022). “Depreciation Practices and Methods in U.S. Corporations.”

Variable (depends on

Units of Production 10%
usage)

CONCLUSIONS AND SUGGESTIONS

In conclusion, improving long-term asset accounting and auditing is a crucial undertaking for businesses
seeking to maintain transparency, regulatory compliance, and operational efficiency. The IMRAD method
provides a structured approach to addressing the complexities involved in managing these assets. By identifying,
measuring, recording, analyzing, and formulating improvements, businesses can enhance the accuracy and
efficiency of their long-term asset management processes. In doing so, they can ensure their financial reports
are reliable, mitigate potential risks, and make well-informed decisions that contribute to long-term business
success.
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