STATEMENT OF FINANCIAL POSITION
Nguyễn Thị Kim Hương
1. Classification in the statement of financial position
Statement of financial position accounts are classified. That is, a statement of financial position groups together similar items to arrive at significant subtotals. Furthermore, the material is arranged so that important relationships are shown.
The IASB indicates that the parts and subsections of financial statements are more informative than the whole. Therefore, the IASB discourages the reporting of summary accounts alone (total assets, net assets, total liabilities, etc.). Instead, companies should report and classify individual items in sufficient detail to permit users to assess the amounts, timing, and uncertainty of future cash flows. Such classification also makes it easier for users to evaluate the company’s liquidity and financial flexibility, profitability, and risk.
The three general classes of items included in the statement of financial position are assets, liabilities, and equity: 
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Companies then further divide these items into several subclassifications. Illustration 5-1 indicates the general format of statement of financial position presentation.
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Illustration 5-1: The general format of statement of financial position presentation.
 2. Non-Current Assets
      Current assets are cash and other assets a company expects to convert to cash, sell, or consume either in one year or the operating cycle, whichever is longer. Non-current assets are those not meeting the definition of current assets. They include a variety of items, as we discuss in the following sections: 
a. Long-Term Investments
Long-term investments, often referred to simply as investments, normally consist of one of four types:
· Investments in securities, such as bonds, ordinary shares, or long-term notes.
· Investments in tangible assets not currently used in operations, such as land held for speculation.
· Investments set aside in special funds such as a sinking fund, pension fund, or plant expansion fund.
· Investments in non-consolidated subsidiaries or associated companies.
Companies group investments in debt and equity securities into three separate: 
· Held-for-collection: Debt securities that a company manages to collect contractual principal and interest payments.
· Trading (also referred to as designated at fair value through profit or loss): Debt and equity securities bought and held primarily for sale in the near term to generate income on short-term price changes.
· Non-trading equity: Certain equity securities held for purposes other than trading (e.g., to meet a legal or contractual requirement).
b. Property, Plant, and Equipment
Property, plant, and equipment are tangible long-lived assets used in the regular operations of the business. These assets consist of physical property such as land, buildings, machinery, furniture, tools, and wasting resources (minerals). With the exception of land, a company either depreciates (e.g., buildings) or depletes (e.g., oil reserves) these assets. A company discloses the basis it uses to value property, plant, and equipment; any liens against the properties; and accumulated depreciation—usually in the notes to the statements
Note: Compare between IFRS and Vietnam Accounting
c. Intangible Assets
Intangible assets lack physical substance and are not financial instruments. They include patents, copyrights, franchises, goodwill, trademarks, trade names, and customer. lists. A company writes off (amortizes) limited-life intangible assets over their useful lives. It periodically assesses indefinite-life intangibles (such as goodwill) for impairment. Intangibles can represent significant economic resources, yet financial analysts often ignore them, because valuation is difficult. Research and development costs are expensed as incurred except for certain development costs, which are capitalized when it is probable that a development project will generate future economic benefits. 
d. Other Assets
The items included in the section “Other assets” vary widely in practice. Some include items such as long-term prepaid expenses and non-current receivables. Other items that might be included are assets in special funds, property held for sale, and restricted cash or securities. A company should limit this section to include only unusual items sufficiently different from assets included in specific categories.
3. Current Assets
As indicated earlier, current assets are cash and other assets a company expects to convert into cash, sell, or consume either in one year or in the operating cycle, whichever is longer. The operating cycle is the average time between when a company acquires materials and supplies and when it receives cash for sales of the product (for which it acquired the materials and supplies). The cycle operates from cash through inventory, production, receivables, and back to cash. When several operating cycles occur within one year (which is generally the case for service companies), a company uses the one-year period. If the operating cycle is more than one year, a company uses the longer period.
The five major items found in the current assets section, and their bases of valuation, are shown in Illustration 5-5. These assets are generally presented in the following order.
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A company does not report these five items as current assets if it does not expect to realize them in one year or in the operating cycle, whichever is longer. For example, a company excludes from the current assets section cash restricted for purposes other than payment of current obligations or for use in current operations. Generally, if a company expects to convert an asset into cash or to use it to pay a current liability within a year or the operating cycle, whichever is longer, it classifies the asset as current.
This rule, however, is subject to interpretation. A company classifies an investment in non-trading equity securities as either a current asset or a non-current asset, depending on management’s intent. When it has holdings of ordinary or preference shares or bonds that it will hold long-term, it should not classify them as current.
a. Inventories
To present inventories properly, a company discloses the basis of valuation (e.g., lowerof-cost-or-net realizable value) and the cost flow assumption used (e.g., FIFO or average cost). Presented in Illustration 5-6 is how Royal Ahold (NLD) reports its inventories
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b. Receivables
A company should clearly identify any anticipated loss due to uncollectibles, the amount and nature of any non-trade receivables, and any receivables used as collateral. Major categories of receivables should be shown in the statement of financial position or the related notes. For receivables arising from unusual transactions (such as sale of property, or a loan to associates or employees), companies should separately classify these as long-term, unless collection is expected within one year).
c. Prepaid expenses
A company includes prepaid expenses in current assets if it will receive benefits (usually services) within one year or the operating cycle, whichever is longer. As we discussed earlier, these items are current assets because if they had not already been paid, they would require the use of cash during the next year or the operating cycle. A company reports prepaid expenses at the amount of the unexpired or unconsumed cost. A common example is the prepayment for an insurance policy. A company classifies it as a prepaid expense because the payment precedes the receipt of the benefit of coverage. Other common prepaid expenses include prepaid rent, advertising, taxes, and office or operating supplies. Adidas (DEU) reports prepaid expenses in other current assets, along with tax receivables other than income taxes and derivative financial assets, as shown Illustration 5-9.
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d. Short-term Investment
As indicated earlier, a company should report trading securities (whether debt or equity) as current assets. It classifies individual held-for-collection and non-trading equity securities as current or non-current, depending on the circumstances. It should report heldfor-collection securities at amortized cost. All trading and non trading equity securities are reported at fair value
e. Cash
Cash is generally considered to consist of currency and demand deposits (monies available on demand at a financial institution). Cash equivalents are short-term highly liquid investments that will mature within three months or less. Most companies use the caption “Cash and cash equivalents,” and they indicate that this amount approximates fair value. As an example, see the excerpt from Adidas (DEU) in Illustration 5-11
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4. Equity
The equity (also referred to as shareholders’ equity) section is one of the most difficult sections to prepare and understand. This is due to the complexity of ordinary and preference share agreements and the various restrictions on equity imposed by corporation laws, liability agreements, and boards of directors. Companies usually divide the section into six parts:
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For ordinary shares, companies must disclose the par value and the authorized, issued, and outstanding share amounts. The same holds true for preference shares. A company usually presents the share premium (for both ordinary and preference shares) in one amount, although subtotals are informative if the sources of additional capital are varied and material. The retained earnings amount may be divided between the unappropriated (the amount that is usually available for dividend distribution) and restricted (e.g., by bond indentures or other loan agreements) amounts. In addition, companies show any shares reacquired (treasury shares) as a reduction of equity
5. Non-current Liabilities
Non-current liabilities are obligations that a company does not reasonably expect to liquidate within the longer of one year or the normal operating cycle. Instead, it expects to pay them at some date beyond that time. The most common examples are bonds payable, notes payable, some deferred income tax amounts, lease obligations, and pension obligations. Companies classify non-current liabilities that mature within the current operating cycle or one year as current liabilities if payment of the obligation requires the use of current assets. 
Generally, non-current liabilities are of three types:
· Obligations arising from specific financing situations, such as the issuance of bonds, long-term lease obligations, and long-term notes payable.
· Obligations arising from the ordinary operations of the company, such as pension obligations and deferred income tax liabilities.
· Obligations that depend on the occurrence or non-occurrence of one or more future events to confirm the amount payable, or the payee, or the date payable, such as service or product warranties, environmental liabilities, and restructurings, ofter referred to as provisions
6. Current Liabilitie
Current liabilities are the obligations that a company generally expects to settle in its normal operating cycle or one year, whichever is longer. This concept includes:
· Payables resulting from the acquisition of goods and services: accounts payable, wages payable, taxes payable, and so on.
· Collections received in advance for the delivery of goods or performance of services, such as unearned rent revenue or unearned subscriptions revenue.
· Other liabilities whose liquidation will take place within the operating cycle or one year, such as the portion of long-term bonds to be paid in the current period, short-term obligations arising from purchase of equipment, or estimated liabilities such as a warranty liability. As indicated earlier, estimated liabilities are often referred to as provisions.
Current liabilities include such items as trade and non-trade notes and accounts payable, advances received from customers, and current maturities of long-term debt. If the amounts are material, companies classify income taxes and other accrued items separately. A company should fully describe in the notes any information about a secured liability—for example, shares held as collateral on notes payable—to identify the assets providing the security.
The excess of total current assets over total current liabilities is referred to as working capital (or sometimes net working capital). Working capital represents the net amount of a company’s relatively liquid resources. That is, it is the liquidity buffer available to meet the financial demands of the operating cycle
[bookmark: _GoBack]7. Statement of Financial Position Format
IFRS does not specify the order or format in which a company presents items in the statement of financial position. Thus, some companies present assets first, followed by equity, and then liabilities. Other companies report current assets first in the asset section, and current liabilities first in the liability section. Many companies report items such as receivables and property, plant, and equipment net and then disclose the additional information related to the contra accounts in the notes.
In general, companies use either the account form or the report form to present the statement of financial position information. The account form lists assets, by sections, on the left side, and equity and liabilities, by sections, on the right side. The main disadvantage is the need for a sufficiently wide space in which to present he items side by side. Often, the account form requires two facing pages.
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Royal Ahold
(000,000)

CURRENT ASSETS
INVENTORIES (NOTE 16) €1,319

Note 16
Inventories are stated at cost or net realizable value, whichever is lower. Cost consists of ll costs
of purchase, cost of conversion and other costs incurred in bringing the inventories to their present
location and condition, net of vendor allowances attributable to inventories. The cost of inventories
is determined using either the first-in, first-out (“FIFO”) method or the weighted average cost
method, depending on their nature or use. For certain inventories, cost is measured using the
retail method, whereby the sales value of the inventories is reduced by the appropriate percentage
gross margin. Net realizable value is the estimated selling price in the ordinary course of business,
less the estimated marketing, distribution and selling expenses.
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J atlidas
(000,000)

OTHER CURRENT ASSETS NOTE 9 €789
Note 9 Other current assets
Other current assets consist of the following:
Prepaid expenses €292
Tax receivables other than income taxes 82
Financial assets
Interest rate derivatives 1
Currency options 22
Forward contracts 156
Security deposits 66
Other financial assets 43
Sundry 129
Other current assets, gross 791
Less: allowance 2

Other current assets, net

€789




image6.png
adidas
(000,000)

CasH (NOTE 5) €244

Note 5 Cash and cash equivalents

Cash and cash equivalents consist of cash at banks and on hand as well as short-term bank
deposits.
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EQUITY SECTION

1 SHARE CAPITAL. The par or stated value of shares issued. It includes ordi-
nary shares (sometimes referred to as common shares) and preference shares
(sometimes referred to as preferred shares).

2 SHARE PREMIUM. The excess of amounts paid-in over the par or stated value.
3 RETAINED EARNINGS. The corporation’s undistributed earnings.

4 ACCUMULATED OTHER COMPREHENSIVE INCOME. The aggregate
amount of the other comprehensive income items.

5 TREASURY SHARES. Generally, the amount of ordinary shares repurchased.

6 NON-CONTROLLING INTEREST (MINORITY INTEREST). A portion of
the equity of subsidiaries not owned by the reporting company.





image8.png
SCIENTIFIC PRODUCTS, INC.
'STATEMENT OF FINANGIAL POSITION
DECEMBER 31, 2011

Assets
Non-current assets
Long-term investments

Investments in held-for-collection securities.

Land held for future development

Property, piant, and equipment
Land
Buidings $975,800
Less: Acoumulated depreciation 341,200

Total property, plant, and equipment

Intangible assets
Capitalized development costs
Goodwill
Other identifiable intangible assets.

Total non-current assets

Current assets
Inventories.
Prepaid expenses
Accounts receivable 165,824
Less: Allowancs for doubtful accounts 1,850
Short-term investments
Cash and cash equivalents

Total current assets

Total assets

$ 82,000
5,500

125,000

634,600

6,000
66,000
28,000

489713
16,252

163,974

51,030
52,485

s 87500

759,600

100,000
947,100

773454
$1,720,554
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Equity and Liabilities

Equity
Share capitai—preference 300,000
Share capita—ordinary 400,000
Share premium—preference. 10,000
‘Share premium—ordinary 27,500
Retained earnings 170482
Accumulated other comprehensive income (®650)
Less: Treasury shares 12,750
Equity attributable to owners
Minority interest.
Total equity
Non-current liabilties
Bond liabities due January 31, 2020 425,000
Provisions related to pensions 75,000

Total non-current liabilities

Current liabilities.

Notes payable 80,000
Accounts payable 197,532
Interest payable 205500
Salary and wages payable 5,560
Provisions related to warranties. 12,500
Deposits recaived from customers 4,380
Total current liabilities
Total liabilities

Total equity and liabilities

$886,582
13,500

500,000

320472

S 900,082

$1,720,554





image1.png
ELEMENTS OF THE STATEMENT OF
S FINANCIAL POSITION J

1 ASSET. Resource controlled by the entity as a result of past events and from
which future economic benefits are expected to flow to the entity.

2 LIABILITY. Present obligation of the entity arising from past events, the set-
tlement of which is expected to result in an outflow from the entity of resources
embodying economic benefits.

3 EQUITY. Residual interest in the assets of the entity after deducting all its
liabilities.
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Non-current assats
Investments
Property, plant, and equipment
Intangible assets
Other assets
Current assets

Equity and Liabilities:
Equity
Share capital
‘Share premium
Petained eanings
Accumuiated other comprehensive income
Non-controlling interest (Minority interest)
Non-current liabilfties
Current liabilties.
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Item Basis of Valuation
Inventories Lower-of-cost-or-net realizable value
Receivables Estimated amount collectible

Prepaid expenses
Short-term investments
Cash and cash equivalents

Cost
Generally, fair value
Fair value




