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Objectives

v" To provide a strong foundational understanding of financial accounting
concepts, methods, and uses, with an emphasis on critically analyzing,
interpreting, and evaluating “real world” corporate financial statements and
related disclosures

v" To develop a thorough understanding of how accountants aggregate and
prepare corporate financial accounting information for public dissemination

v" To enhance our understanding of the underlying economics of the transactions
and events that are depicted in financial statements
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What is Accounting?

Accounting has been defined as:

The art of recording, classifying, and summarizing in a significant manner and in
terms of money, transactions and events which are, in part at least, of financial

character, and interpreting the results thereof. AICPA j

American Institute of CPAs

Accounting
Accounting is an information system that :

» Measures business activities

57
« Processes data into reports & financial statements <

« Communicates results to decision makers . . .
Business Financial

Activities Statements

-
influences
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Wh at I S AC C O u n ti n g ? imperfect language, but

- Warren Buffett

What is Accounting?

The perception The reality

clata rules

Accounting is «the language of
business»
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Financial Vs Management Accounting

Financial o 7 Management
Accounting = Accounting
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Financial Vs. Management Accounting

Purpose Communicate Decision making
General information for investment Information specific to a project:
and credit decisions Information detailed and include
estimates

Users External users Internal managers
Make financial decisions Plans and controls

Focus Historical perspective Forward-looking
Past-oriented Future-oriented

Preparation GAAP None required
Rigid Flexible

Frequency of Annually (and quarterly) As needed
preparation Rigid Flexible

Audit Auditor’s opinion None required




USERS OF FINANCIAL
INFORMATION
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Management

Statement of
Comprehensive
Income

Statement of
Cash Flows

Financial
Statements

Statement of Statement of
Financial Changes in
Position Equity
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The objective of financial statements is to provide information about the
financial position, performance and changes in financial position of an
enterprise that is useful to a wide range of users in making economic

decisions. (IASB Framework) R

The examination of performance can include an assessment of a:

« Company’s profitability (the ability to earn a profit from delivering goods and
services) and

= |ts ability to generate positive cash flows (cash receipts in excess of cash
disbursements) PROEIT

CASH FLOWS

Profit recognition is independent from when cash is received or paid
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Complete set of Financial Statements:
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When an item should be recognized
in the basic FS ?

At what amount should we
recognize a transaction ?

How should FS be reported ?

Should we provide
additional information

in the notes ?
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Recognition is the process of incorporating in the balance sheet or income statement

Accounting Process: Recognition

an item that:
Meets the definition of an element
e Asset - Liability - Equity

. Income - Expenses
& X

. . [} [ L] L Av \. ;
Satisfies the criteria for recognition f ,"\".
. Probable economic benefit E

It is probable that any future economic benefit will flow to or from the enterprise.

. Measured reliably
The item has a cost or value that can be measured with reliability.

Recognition Measurement Reporting Disclosure
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Accounting Process: Measurement

Measurement is the process of determining the monetary amounts at which
the elements (e.g. asset, liability, equity, income, and expenses) of the financial
statements are to be recognised and carried in the balance sheet and income
statement.

It involves the selection of the particular basis of measurement:

a) Historical cost
b) Current cost

: f\\
c) Realizable (settlement) value "'Elf""” \\\’< _\
d) Presentvalue = “,\‘B\m‘mm'
e) Fair Value gl 2

Recognition Measurement Reporting Disclosure
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Accounting Process: Reporting e
Financial reporting (process of producing the reports) includes the following:

The financial statements

* Balance sheet

* Income statement

« Statement of cash flows

« Statement of stockholders' equity

The notes to the financial statements

Press releases and conference calls regarding quarterly earnings and related
information

Quarterly and annual reports to stockholders

Recognition Measurement Reporting Disclosure
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Accounting Process: Disclosure

The notes are important disclosures that explain numbers on the financial
statements = Complete needs of the external users

The notes are the only flexible part of the financial statements but it generally
includes the following:

-"'\.,
\

Basis for presentation
Significant accounting policies ,.
Depreciating assets / Valuing inventory / Explain intangibles /"R_eporting d

Reveal contingencies

Disclose subsequent events

Recognition >Measurement > Reporting Disclosure
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The Balance Sheet reports what resources a company controls and what it owes at a

specific point in time:

Economic resources controlled by the company which are expected to produce future
economic benefits

Assets:

Ex: cash, account receivables, inventory, equipment and properties,...

Asset: Economic resource controlled by a company that is used to produce revenue and that is expected to provide future economic benefits

Balance Income Statement of Statement of
Sheet Statement ‘ Changes in ‘ Cash Flows
Equity
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Balance Sheet Bikxes

Management

The Balance Sheet reports what resources a company controls and what it owes at a
specific point in time:

Present obligations of the company which are expected to result in an outflow of economic
benefits

Liabilities:

Ex: accounts payable, bank loans, other obligations,...

Liability: Present obligation of a business to relinquish assets, provide services, or accept other obligations

Balance Income Statement of Statement of
Sheet Statement ‘ Changes in ‘ Cash Flows

Equity
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Balance Sheet

The Balance Sheet reports what resources a company controls and what it owes at a

specific point in time:

Equity (Owners’ Equity): Residual interest in the assets after deducting liabilities

Equity is composed of two major parts : Share Capital and Retained Earnings
« Share Capital is the amount shareholders have invested in the entity

* Retained Earnings is the amount earned by the company and kept for use in the
business (i.e., not distributed as a dividend)

Balance Income Statement of Statement of
Sheet Statement ‘ Changes in ‘ Cash Flows
Equity




Balance Sheet

Non-Current Assets

+ Current Assets

+ Equity

+ Non-Current Liabilities
+ Current Liabilities
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Position of an asset on the balance
sheet depends on how long the
company plans to keep the asset or
how long it takes to be
transformed to cash

Equity as the difference between
assets and liabilities

Position of a liability on the balance
sheet depends on the duration of
the liability
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Business Transactions

. T

The owners contributed 350,000 of capital, which was paid into a bank
account opened in the name of the business.

Assets Liabilities

1 Bank deposit + 350,000

Equity

1 Common Equity + 350,000
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Business Transactions

. I

The company receives a loan of 600,000 from UBS.

Assets Liabilities

2 Cash + 600,000 2 UBS Loan payable + 600,00

Equity
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Business Transactions

. I

The company buys a property for 500,000, paying the purchase price in cash.

Assets Liabilities

3  Property + 500,000

3 Cash-500,000
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Business Transactions

. T

The company buys inventories of 50,000 on account.

Assets Liabilities

4 Inventories + 50,000 4 Accounts payable + 50,000

Equity
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Balance Sheet

Preparing the Balance Sheet

Assets Equity

Property 500,000 Common Equity 350,000

Inventories 50,000

Liabilities
UBS Loan payable 600,000

Bank deposit 350,000

Cash 100,000 Accounts payable 50,000

Total Assets 1,000,000 Total Liabilities & Equity 1,000,000
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AMAZON.COM, INC.
CONSOLIDATED BALl\:,NCE SHEETS a m a z o n International Shipping,
(in millions, except per share data) Finance and
December 31,
— — Management
ASSETS
Current assets:
Cash and cash equivalents $ 36,220 $ 53,888
Marketable securities 59,829 16,138
Inventories 32,640 34,405 T . . :
Accounts receivable, net and other 32,891 42,360 CIaSS|f|Cat|0n (I 'e" Orde”ng)’)
Total current assets 161,580 seo1  Valuation basis?
Property and equipment, net 160,281 186,715
Operaing leases 20082 12 What is Amazon’s most valuable
Goodwill 15,371 20,288
Other assets 277235 42758 asseto
Total assets $ 420549 $ 462,675
LIABILITIES AND STOCKHOLDERS’ EQUITY Wh ere d oes |t Sh oW u p on th el r
Current liabilities: b al ance s h eet’?
Accounts payable $ 78,664 $ 79,600 )
Accrued expenses and other 51,775 62,566
Unearned revenue 11,827 13,227
Total current liabilities 142,266 155,393
Long-term lease habilities 67,651 72,968
Long-term debt 48,744 67,150 tameam : ) S|
Other long-term liabilities 23,643 21,121
Commitments and contingencies (Note 7)
Stockholders’ equity: -
Preferred stock ($0.01 par value; 500 shares authorized; no shares issued or outstanding) — — Amazon beats Aﬂ'ﬂl and Gﬂ'ﬂh‘ to become
Common stock ($0.01 par value; 100,000 shares authorized; 10,644 and 10,757 shares the world's most valuable brand
issued; 10,175 and 10,242 shares outstanding) 106 108 ) o ) ) o
Treasury stock, at cost (1,837) 7837 | =— foe®
Additional paid-in capital 55,437 75,066
Accumulated other comprehensive income (loss) (1,376) (4.487) T PBETE omaps e popsmion ey e ey e sy et s
Retained earnings 85915 83,193 i
Total stockholders’ equity 138,245 146,043 . _ 1. _L_ _LL.1l_.
Total liabilities and stockholders’ equity $ 420549 § 462,675

See accompanying notes to consolidated financial statements. @:} 1 m i n
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
adidas AG Consolidated Statement of Financial Position [IFRS] € in millicns

Mote Dec. 31, 2019 Dec. 31, 2018"
Assats
Cash and cash equivalents 03 2220 2,629
Short-term financial asssts 06 292 &
Accounts receivable o7 25625 2418
Other current financial assets 0B T 542
Inventories oy 4,083 34543
Income tax receivables 36 Q4 48
Other current assets 10 1074 723
Total current assats 10,934 7,813
Property. plant and equipment 1 2,380 2,237
Right-of-use assets 12 293 -
Goodwill 13 1.237 1,243
Trademarks 14 857 Bad
Other intangible assets 14 305 176
Long-term financial assets 13 3467 276
Other non-current financial assets 14 450 236
Deferred tax assats 36 1,093 531
Other non-current assets 17 103 P4
Total non-current assets 9,745 5,797
Total assets 20,580 15,612

1 Farst-tima mpplication of IFRS 15 s of Jereary 1, 2015, Prior year figurss sce nof resfefed

The sccomzanying Mobes are an im2sgrul part of thess Lid R =An.
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Hote Dec_ 31, 2019 Dec. 31, 208"

Liabilities and equity
Short-term borrowings
Accounts payable

Current lease liabilities

Other current financial liabilities

Income taxes

Other current provisions

Current accrued liabilities

Other current liabilities
Total current labilities

Long-term bormowings

Mon-current lease liabilities

Other mon-current financial liabilities

Pensions and similar obligations
Deferred tax liabilities
Other mon-current provisions

Mon-current accrued liabilities

Other mon-current Labilities
Total non-current liabilities

Share capital

Rezerves

Retained earmings
Shareholders’ equity

Non-controlling interests

Total equity

Total liabilities and equity

Primarily financed by? Comparison with Amazon?
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#0/% economic benefits -
ﬁ\m v Control Management
AX v' Reliable measurement

Is it an Asset? Explain your reasoning!
v' € 1,000 owing to the business by a customer who is unable to pay.

v’ The purchase of a patent (€ 300,000) from an inventor that gives the
business the right to produce a new product. Production of the new
product is expected to increase profits over the period during which the
patent is held.

v A valuable customer list that the business has developed over the last 20
years of continuing operations. The management estimates its value to be

€ 100,000.

v' The company has just completed a large advertising campaign of € 50,000.
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The Income Statement reports the company's financial performance in terms of net

profit or loss over a specified period:

Revenues:
The amount of income generated by a company from its operations (business activities)

over a period

Ex: Sale of goods, financial services, franchise fees, ...

Revenue: An economic benefit (an increase in assets or a decrease in liabilities) gained by providing goods or services to customers

Balance Income Statement of Statement of
sheet Statement Changes in Cash Flows

Equity
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The Income Statement reports the company's financial performance in terms of net

profit or loss over a specified period:

Expenses:

The amount of costs incurred in an company to generate revenues over a period

Ex: COGS, wages, administrative expenses, depreciation, interest costs, tax expense,...

Expense: An economic sacrifice (a decrease in assets or an increase in liabilities) resulting from operating activities undertaken to generate
revenues

Balance Income Statement of Statement of
sheet Statement Changes in Cash Flows

Equity
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Income Statement

Revenue Sales to customers
- Cost of Goods Sold (CoGS) Cost of the grz\fl’:sut:at generate

Other expenses less directly associated

- Operating Expenses with CoGS, like administration or
marketing expenses

Known also as EBIT: Earnings before
interest and taxes.
— Interest Expenses Net cost of financing activities

—_ Income Tax Expenses Amount to be paid for income taxes
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Business Transactions

®  tamecton

The company sells the inventories for 70,000 in cash. The inventories cost 50,000.

Revenues Expenses Profit

Sales 70,000 5  Cost of Good Sold 5 Profit 20,000
50,000

Equity

Profit 20,000

Assets

Inventories -50,000

Cash + 70,000 Liabilities




MSc in

¢ | International Shipping,
Finance and
Management

Business Transactions

. I

The company pays the monthly salary of 5,000.

Revenues Expenses Profit

6 Salary Expense Profit ...
5,000

Equity

Profit ...

Assets

Cash -5,000 e e et
Liabilities
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» COMSOLIDATED INCOME STATEMENT
{in millions of eurcs, except for per share data) Mot 2014 2013 2012
Rewvenues 31 30,445 40,984 43 515
Extemal purchases 4.1 {17, 251) (17,965) {19,100)
Othver operating income 3.2 64 BaT 9S00
Othver operating expense 4.2 {(B856) (S0E) F21)
Labour expenses = (9, 066) {9,019} {10,363)
Operating taes and levies 8.1 {1,795) {1,717} {1,85T7)
Gains {losses) on disposal 2 430 119 158
Restructuring costs and similar tems 4.3 {4E9) [343) (37}
Depreciation and amortization 7.1 (6,038) (6,052) (6,329)
Impaiment of goodwill 6.1 {2249) (S12) {1,732)
Impaiment of fixed assets 72 {549 (124 {109}
Share of profits {losses) of associates and joint ventures '™ 9 {215) [(214) [145)
Ciperating income ™ 4,571 5,333 4,180
Cost of gross financial debt 10.1 (1,653) (1, 746) {1,769)
Gains (losses) on assets confributing to net financial debt A0.1 562 59 101
Foreign exchange gains {losses) A0.1 22 [18) [28)
Otheer net financial expenses A0.1 {59 [45]) (32)
Finance costs, net (1.838) {1, 750) (1, 728)
Income tax 121 {1,573) (1,405) {1,231)
Consolidated net income after tax of continuing operations ™ 1,360 2,176 1,221
Consolidated net income after tax of discontinued operations (EE)}"™" 22 {135) (45) (117)
Consolidated net income after tax 1,225 2,133 1,104
HMNet income attributable to owners of the parent 925 1,873 B20D
Mon-controlling interests 300 260 254
Earnings per share (in euros) attributable to owners of the parent
Met income of continuing operations

= basic 0.36 073 036

= diluted 0.38 073 0.35
Met income of discontinued operations

= basic (0.05) (0.02) (D.05)

= diluted (0.05) (0.02) {0.04)
Met incomss

= basic 0.31 071 031

= diluted 0.31 071 031
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LOREAL

€ millions Notes m 2018 2017 ™

Net sales 3.1 298716 26,9374 26,023.7
Cost of sales -8.064.7 -1.3316 -7.350.2
Gross profit 21,808.9 19,605.8 18,654.5
Resaarch and innovation expansas -085.3 -214.4 -877.1
Advertising and promotion expensas -0.207.8 -8, 144.7 -7.680.46
Salling, genaral and administrative expensas -6,068.3 -5,624.7 -5,4060.5
Operating profit 31 5547.5 49220 46763
Ciher income and expensss 4 -4346.5 -24.7 -276.3
Operafional profit 5111.0 48273 4,400.0
Finance costs on gross debt -75d -34.8 -35.5
Finance income on oash and cash equivalents 287 479 38.5
Finance costs, net -46.7 13.1 31
Other financial income and asxpansss Q.4 -16.0 -15.0 -26.0
Sanofi dividends 353.0 358.3 350.0
Profit before tox and associakes 54114 5,183.7 4,727.0
Income fax & -1.657.2 -1.284.3 -001.3
Share of profit in associates 1.0 0.1 -0.1
Met profit from confinuing operafions 37552 38995 3,825.6
MNeat profit from discontinued ope rafions 23 - - -240.1
MNet profit 37852 38995 35855
Aftributable to:
& owners of the company 3.750.0 38054 3.581.4
» non-controlling interasts 5.2 4.1 4.1
» Difference in the I/S structure between Orange and L'Oréal? o< .

* Net Profit Margin comparison? @ 1 min
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Financial Statements: Statement of
Comprehensive Income

Types of items generally treated as Other Comprehensive Income (OCI):

Foreign currency translation adjustments (e.g. effects of translating
subsidiaries’ assets and liabilities

Unrealized holding gains and losses on available-for-sale securities.
Unrealized gains or losses on derivatives contracts accounted for as hedges.

Certain costs of a company’s defined benefit post-retirement plans that are not
recognized in the current period.

Changes in the value of long-lived assets measured under the revaluation
model rather than the cost model (IFRS only).

Balance Income Statement of Statement of
sheet Statement Changes in Cash Flows
Equity
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Comprehensive Income
» CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

{in millions of euros) Mot 2014 2013 2012
Consolidated net income after tax 1,225 2,133 1,104
Actuarial gains and losses on post-employment benefits 52 {150) 23 (B83)
Income tax relating to items that will not be reclassified 122 29 4) 29

Share of other comprehensive income in associates and joint ventures that will
not be reclassified 9 2 (&) (22)
ltems that will not be reclassified to profit or loss (a) (119) 13 (786)
Assets available for sale 10.6 {26) 8 )
Cash fiow hedges 10.8 {273) (298) (394)
™ Met investment hedges 10010 {83) 41 99
ora nge Exchange differences on translating foreign operations 136 285 (314) 104
Income tax relating to itemsa that may be reclassified 122 122 B8 96
ltems that may be reclassified subsequently to profit or loss (b) 23 [47T5) (B8)
Other comprehensive income for the year of continuing operations (a) + (b) (96) [462) {164)

Share of other comprehensive income in associates and joint ventures that will
not be reclassified {29) (26) (200
Exchange differences on translating foreign operations 387 (139) 160

Share of other comprehensive income in associates and joint ventures that may
. be reclassified 1 (11) 2

FO r th e Perl O d Other comprehensive income for the year of discontinued

operations (EE) () 22 359 [176) 162
1 Jan. to 31 Dec., 2014 Other comprehensive income () + {b) + {¢) 263 (63 @
Total consolidated comprehensive income 1,488 1,495 1,102
Total comprehensive income atiributable to owners of the parent 1,162 1,255 T48
Taotal comprehensive income attributable to non-controlling interests 326 240 354

Under IFRS, total comprehensive income is the change in equity during a period resulting from transaction and other events,
other than those changes resulting from transactions with owners in their capacity as owners.

Balance Income Statement of Statement of
sheet Statement Changes in Cash Flows

Equity




Financial Statements: Statement of Changes @;d
In Equity
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Management

Recall:

The equity is the owners’ residual interest in the company after deducting
liabilities

Changes in Equity refers to movement in shareholders' equity over an
accounting period

Net profit or loss during the accounting period attributable to shareholders
Increase or decrease in share capital reserves

Dividend payments to shareholders

Gains and losses recognized directly in equity

Effect of changes in accounting policies

Effect of correction of prior period error

Balance Income Statement of Statement of
sheet Statement Changes in Cash Flows
Equity




Financial Statements: Statement of Changes

In Equity

orange”

For the Period
1 Jan. to 31 Dec., 2014

Balance
sheet

> CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS" EQUITY

MSc in

Finance and
Management
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Artributable to non-controding

Attributable to owners of the nt mterests
Addiional
paid-in Dither Oiher
capital and e- compre-

Murmber of Share statutory hensive hensive Total
in rmillons of BUncs) Mobs issued shares  capital rezerie  Reserves incoms Total Reserves incomea: Total Equity
Balance at January 1, 2012 2,648,885,383 10,596 16,7940 (6T 6] BE3 27,573 1,847 172 2,019 9,592
Consclidated
comprehensive income - - - |20 {72) 748 284 70 354 1.102
Share-based compensation 5.3 - - - (11} - {11} 4 - 4 (r)]
Puwrchase of reasury shares 132 - - - 48y - (g - - - [ei=01
Dividends 132 - - - 3.832) - (3.832) (57D) - (5T} (2.211)
Changses in ownership
interests with no gain  loss of 2-
control 13.6 - - - (281} - (281) 264 - 264 K
Other movements - - - 42} - 420 ) - 4} (4a)
Balance at December 31,

2012 2 648 885 383 10, 596 16,730 {3, 87T1) 73124 306 1,836 247 2078 26,384
Consolidated
comprehensive income - - - 1,873 618 1,255 260 [20) 240 1,495
Share-based compensation 5.3 - - - 2 - z 4 - 4 &
Puwrchase of reasury shares 132 - - - (25 - (23) - - - (25)
Dividends }gg - - - {1,314} - (1.314) {250) - (350} (1.873)
Changss in ownership
interests with no gain / loss of
control 2 - - - 2 - 2 4 - B L]
Other movements - - - 123 - 123 1B - 18 141
Balance at December 31,
2013 2,648.885.383 10.596 16,7940 {3.210) 173 24,3439 1.763 222 1.9835 26.334
Consolidated
comprehensive income - - - 9235 23T 1.162 300 26 326 1.488
Share-based compensation 5.3 - - - 170 - 170 3 - 3 173
Purchase of reasury shares 132 - - - 109 - 1082 - - - 1082
123

Dividends 13.6 - - - {1.84B8) - {1,848) (204) - (204) (2.140)
Subordinated notes 13.4 - - - 5749 - 5. 748 - - - 5. 748
Changes in ownership
interast with no gain / loss of 2

ol - - - (58} - (50) 44 - 44 s}
Changses in ownership
interets with gain / loss of
control 2 - - - (54} - (54 72 - 72 5
Dither mowvements - - - 11y - (11) i - a3 {5)
Balance at December 31,
2044 2 648 885 383 10, 596 16, 790 1,783 410 23 559 1,894 248 2 142 31,704

Income Statement of Statement of
Statement Changes in Cash Flows

Equity
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Financial Statements: Statement of Cash Flows @ e

Management

Statement of Cash Flows presents the movement in cash and cash
equivalents over the period

As income statement and balance sheet are prepared under the accruals basis
of accounting, it is necessary to adjust the amounts extracted from these
financial statements in order to present only the movement in cash inflows and
outflows during a period.

All cash flows are classified into three categories:

» Operating activities,
* Investing activities,

» Financing activities

Balance Income Statement of Statement of
sheet Statement Changes in Cash Flows
Equity
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Financial Statements: Statement of Cash Flows F o

Management

Operating Activities:

 The movement in cash during an accounting period from the primary revenue
generating activities of the entity

» Profit before tax as presented in the income statement could be used as a starting point
to calculate the cash flows from operating activities (Indirect method)

« Adjustments are required to be made to the profit before tax to arrive at the cash flow
from operations

Investing Activities:

« The movement in cash flow as a result of the purchase and sale of long term assets
(Other than those which the entity primarily trades)

Financing Activities:

 The movement in cash flow as a result of cost of finance and share capital

Income Statement of Balance Statement of
Statement Changes in sheet Cash Flows

Equity
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Schedule

The notes must:

 Present information about the basis of preparation of the financial
statements and the specific accounting policies used

Disclose any information required by IFRSs that is not presented
elsewhere in the financial statements

Describe the accounting policies

Provide additional information that is not presented elsewhere in the
financial statements but is relevant to an understanding of any of them

Explains uncertainties and contingencies and clarifies information in
financial statements




MSc in

nnnnnnnnnn

Small Case: Monty Inc FINANCIAL STATEMENTS

(AN

(2 | 10 min



MSc in

%ot | International Shipping,
Finance and
Management

Small Case: William Inc Balance Sheet

o<

(2 | 10 min



MSc in

International Shipping,
Finance and
Management

Mountain Corporation: Accrual Vs. Cash Income

During 2022 Mountain Corporation made sales of 4,800 (assume initially all on
account) and collected cash of 3,900 from customers. Mountain had a cash balance
of 1,500 at the beginning of the year 2022. Interest revenue of 800 accrued during
the year, but 200 are still not received yet. Operating expenses totaled 1,100, all
paid in cash. Salary expenses totaled 1,200, with a related payment of 1,100. The
prepaid advertising account had a beginning balance of 3,800. During the year, the
company prepaid additional 500 to the advertising company. The prepaid

advertising account an ending balance of 2,600. All prices are in millions Euros.

a. How much was Mountain’s net income for 2022? @3

5 min
b. How much was Mountain’s cash balance at the end of 202279



Effect on Profit or on Cash?

Repayment of a loan

Making a sale on credit

Paying last year's income taxes

Buying a non-current asset for cash

Paying in advance next year's insurance expense
Receiving cash from a trade receivable (debtor)
Depreciating a non-current asset

Buying inventories for cash

Making a share issue for cash

Making a sale in cash

Buying a non-current asset on account
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ACCOUNTING STANDARDS
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Accounting standards
Users of financial information rely on credible, transparent and comparable
financial information

Accounting standards:

« Contain the detailed rules that govern the accounting treatment of transactions
and other items shown in financial statements.

Provide principles for preparing financial reports.

Determine the types and amounts of information that must be provided to users
of financial statements so that they may make informed decisions.

To facilitate comparisons across companies (cross sectional analysis) and
over time for a single company (time series analysis), it is important that
accounting methods are comparable and consistently applied.

Accounting standards must be flexible enough to recognize that differences
exist in the underlying economics between businesses.




MSc in

~+ | International Shipping,
= | Finance and
Management

Accounting Standards

IASB: Global standard setter = International Financial Reporting
Standard (IFRS)

FASB: US standard setter = US GAAP

Sl

s

National private standard setter = Swiss FER

swiss [T

Fondat ion pour les recommandations relatives

European Union => Directives, regulations, implementing measures“

National legislator = Ex: National law such as the code of obligations
(Swiss)
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Accounting Standards

The international harmonization of accounting standards has been undertaken
since 2002.

Objectives:

« Comparability of financial statements: reduce the information -
generating costs

* Integration of capital markets across countries: improve the

operational efficiency of international capital markets

Approaches:
« Adoption of one single set of accounting standards
* Progressive convergence between accounting standards
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