INFORMATION TO USERS

This was produced from a copy of a document sent to us for microfilming. While the
most advanced technological means to photograph and reproduce this document
have been used, the quality is heavily dependent upon the quality of the material
submitted.

The following explanation of techniques is provided to help you understand
markings or notations which may appear on this reproduction.

1. The sign or “target” for pagesapparently lacking from the document
photographed is “Missing Page(s)”. If it was possible to obtain the missing
page(s) or section, they are spliced into the film along with adjacent pages.
This may have necessitated cutting through an image and duplicating
adjacent pages to assure you of complete continuity.

2. When an image on the film is obliterated with a round black mark it is an
indication that the film inspector noticed either blurred copy because of
movement during exposure, or duplicate copy. Unless we meant to delete
copyrighted materials that should not have been filmed, you will find a
good image of the page in the adjacent frame.

3. When a map, drawing or chart, etc., is part of the material being photo-
graphed the photographer has followed a definite method in “sectioning”
the material. It is customary to begin filming at the upper left hand corner
of a large sheet and to continue from left to right in equal sections with
small overlaps. If necessary, sectioning is continued again—beginning
below the first row and continuing on until complete.

4.For any illustrations that cannot be reproduced satisfactorily by
xerography, photographic prints can be purchased at additional cost and
tipped into your xerographic copy. Requests can be made to our
Dissertations Customer Services Department.

5. Some pages in any document may have indistinct print. In all cases we
have filme@ the best available copy.

Universi
Microfilms
Internaticnal
300 N. ZEEB ROAD, ANN ARBOR, MI 48106
18 BEDFORD ROW, LONDON WC1R 4EJ, ENGLAND

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



8105836
DE RIDDER, JEROME J.

COMPARISON OF SEVEN FUNDAMENTAL FEATURES OF THE STATEMENT
OF CHANGES IN FINANCIAL POSITION IN THE UNITED STATES,
CANADA, THE UNITED KINGDOM, NEW ZEALAND AND AUSTRALIA

The University of Nebraska - Lincoln PH.D. 1980

University
Microfilms
International . zeeb Road, Ann Arbor, M1 481206

Copyright 199
by

DE RIDDER, JEROME J.

All Rights Reserved

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



COMPARISON OF SEVEN FUNDAMENTAL FEATURES OF THE STATEMENT
OF CHANGES IN FINANCIAL POSITION IN THE UNITED
STATES, CANADA, THE UNITED KINGDOM,

NEW ZEALAND AND AUSTRALIA

by

Jerome J. De Ridder

Presented to the Faculty of
The Graduate College in the University of Nebraska
In Partial Fulfillment of Requirementé

For the Degree of Doctor of Philosophy

Major: Interdepartment Area of Business (Accounting)

Under the Supervision of Professor Robert H. Raymond
- Lincoln, Nebraska

August 1980

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



TITLE

Comparison of Seven Fundamental Features of the Statement of

Changes in Financial Position in the United States,
Canada, the United Kingdom, New Zealand and

Australia

BY

Jerome J. DeRidder

APPROVED DATE

Robert H. Raymond August 14, }980
Thomas E. Balke ' August 14, 1980
Keith L. Broman August 14, 1980
George C. Holdren August 14, 1980
Robert A. Mittelstaedt ' August 14, 1980
Cary D. Thorp August 14, 1980

SUPERVISORY COMMITTEE

GRADUATE COLLEGE UNIVERSITY OF NEBRASKA

GRAD 83002 J00 S-6d4(T)

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



ACKNOWLEDGMENTS

I wish to dedicate this study to my mother and father
who imparted the love of knowledge tc me at an early age.
It is their love and devotion which encouraged me to attempt
this program at this time of my life. I also wish to thank
my wife Ann for her encouragement.

Although it is not possible to acknowledge everyone
who contributed to this study I wish to thank them all. I
especially wish to express my deepest gratitude to Professor
Robert H. Raymond,lwho served as Chairman of the Supervisory
Committee. His consideration and thoughtfulness are what

"~ brought me to the University of Nebraska and his continuing'

encouragement, guidance, valuable assistance, and moral sup-
port are what made this dissertation possible. I also wish
to thank Professors Keith Broman, George C. Holdren, Thomas
E. Balke, Robert A. Mittelstaedt and Cary D. Thorp who
served on the Superv;sory Committee. Their contributions
are gratefully acknowledged.

I wish to thank the regulatory accounting bodies of the
countries involved in this study. Also I wish to thank W. A.

Linnenbringer of Price Waterhouse International, Mrs. Claudia

ii

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



van Schaik of Peat, Marwick, Mitchell and Company and E. P.
Akins of the International Accounting Standards Committee,
for the assistance they provided. I also wish to thank
Professors Rodger Tang and Ashley Burrows for their_as§is-
tance. Finally I wish to thank Faisal A. Hafiz ffgm Medina
Saudi Arabia.for the friendship shown me during this study.

Although many individuals contributed to this study
any errors or misjudgments in this study are my sole

responsibility.

iii

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



TABLE OF CONTENTS

ACKNOWLEDGMENTS « « o ¢ o o o o 5 o o s o s o « s o &

LIST OF TABLES . o ¢ ¢ o o o o o o s o 6 o o o s o =

LIST OF ILLUSTRATIONS . o « o ¢ o o s 5 o« 5 o s & s o
Chapter

I. INTRODUCTION . & o o o o o o s s s o o s o @

Literature Review. . « +« + s o o o« o s o &«

Need for an International Study. . . . . .

Objective of the Study . . ¢« ¢« « « ¢« o« o &«
MethOdo logy . * L] L . L] . L] L] L] L] L] L] L] L] L ]

Research DeSigh. +« « o « o« o o o o o o o o
Historical Research. . . . + « « « « « « &
Empircal Research., . . . ¢« « o o o« o o o o

Evaluation . ¢ ¢« ¢ ¢ o o o s o o o o o o

II. . HIGHLIGHTS OF THE HISTORICAL DEVELOPMENT OF
THE UNITED STATES' STATEMENT OF CHANGES IN
FINANCIAL POSITION. o ¢ ¢ o« ¢« o o o ¢ o o o o

Current Position of United States'
Statement of Changes in Financial
PosSition. o ¢« ¢ ¢ ¢ 4 ¢ o o o o o 2 o

Current Status of the United States'
Statement of Changes in Financial
Position in Relation to the Inter-
national Standards. . . « « ¢ + & o+ o o

Concluding Comment . « « o & o o s & o o &

IIr. UNITED STATES' STATEMENT OF CHANGES IN
FINANCIAL POS ITION. - L] L] L] L] . L] . L] L] - L] L]

Objectives of United States' Statement of
Changes in Financial Position . . . . .

Overview of the Form and Content of the
United States' Statement of Changes in
Financial Position. « « « « ¢« o o « « &

iv

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

ii

Tix

xi

11
14
15
16
17
18
19

21

27

28
31

33

34

35



Chapter

III.-

IV.

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.

TABLE OF CONTENTS (CONTINUED)

Seven Points of Comparison with Promulga-
tions in Effect in Four Other Countries
Interpretive Comment « « ¢ ¢ o ¢ o o o o &

CANADA'S STATEMENT OF CHANGES IN FINANCIAL
POS ITION L L ] L ] L] L L] L] L ] L] L] L] L * L] L] L L] L]

Current Position of Canada's Statement of
Changes in Financial Position . . . . .

Current Status of Canada's Statement of
Changes in Financial Position in
Relation to the International Standazds

Objectives of Canada's Statement of Changes

in Financial Position as Recommended by
Handbook Section 1540 . « + + & & « + &
Form and Content of Canada's Statement of
Changes in Financial Position -as
Recommended by Handbook Section 1540, .

Comparison of Canada's Statement of Changes

in Financial Position with the United

States' Statement of Changes in Financial

POSitiOn.: « « o o o o o ¢ o o o o o o
Contrast of Reporting Requirements . . . .
Funds Statement Disclosure Requirements

Unique to One Country . « « « o + o o o
Interpretive Comment . . « « &« ¢« ¢ o« « « &
Concluding Observation . . « « « « « « & &

‘THE UNITED KINGDOM'S STATEMENT OF SOURCE AND

APPLICATION OF FUNDS. « &« « ¢ o ¢ o o s o o+ &

Current Position of the United Kingdom's
Statement of Source and Application
of Funds. . « v ¢ ¢ &« ¢« ¢ v 6 e e e oe o
Current Position of the United Kingdom's
Statement of Source and Application
of Funds in Relation tc the Interna-
tional Standards. . « « ¢« ¢ 4+ ¢+ . .
Objectives of the United Kingdom's State-~
ment of Source and Application of
Funds under SSAP 10 . « « o & & o« « o+ &

v

45
49

52

54

56

59

59

64
72

74
75
77

79

80

84

87



TABLE OF CONTENTS (CONTINUED)
Chapter

V. Form and Content of the Statement of .

Source and Application under SSAP10 . . . . 87
Comparison of United Kingdom's State-

ment of Source and Application of

Funds with the United States' State-

ment of Changes in Financial

POSition. « v o v o« o o o o o o o s o o« o 90
Contrast of Reporting Requirements . . . . . . 98
Funds Statement Disclosure Requirements ,

Unigue to One Country . « « + « o« « &« » » o100
Interpretive Comment . + « + + o « « o » » o »101
Concluding Observation . « + « &« « o« o + » » 102

VI. NEW ZEALAND'S STATEMENT OF CHANGES IN
FINANCIAL POSITION. L] L] L] . * . . L] L] L] L] L] L] . L] 103

Current Status of New Zealand's Statement

of Changes in Financial Position. . . . . .104
Current Status of New Zealand's Statement

of Changes in Financial Position in

‘Relation to the International Standards . .106
Objectives of New Zealand's Statement of

Changes in Financial Position under

SSAP 10 v « ¢« o« ¢« ¢« o o s o o « s o « o« o 2108
Form and Content of the:Statement of

Changes in Financial Position under

SSAP 10 + « o 4 & o « s s & o o e s o o o 2109
Comparison of New Zealand's Statement of

Changes in Financial Position with the

United States' Statement of Changes in

Financial Position. « « « &+ ¢« ¢« &« &« « « o 113
Contrast of Reporting Requirements . . . . . .120
Funds Statement Disclosure Requirements

Unique to One Country . « « « « « o« o o o o122
Interpretive Comment . « « « ¢« « « & « o+ o« o o124
Concluding Observation . « « « « « o « o o« o o125

VII. AUSTRALIA'S STATEMENT OF SOURCE AND
APPLICATION OF FUNDS. « « « « o« o o o o s o o o o127

Current Position of Australia's Statement
of Source and Application of Funds. . . . .127

vi

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



TABLE OF CONTENTS (CONTINUED)

Chapter

ViI. Current Position of Australia's Statement

of Source and Application of Funds in

Relation to the International

Standards . . . . 4 ¢ ¢ o s s e s s o s o 130
Objective of Australia's Statement of

Source and Application of Funds as

Recommended in Technical Bulletin F1l. . . .133
Form and Conteiit of Australia's Statement

of Source and Applicd™ien of Funds as

Recommended in Technical Bulletin F1. . . ,133
Comparison of Australia's Statement of

Source and Application of Funds with

the United States' Statement of .

. Changes in Financial Position . . . . . . .137
Contrast of Reporting Requirements . . . . . .147
Funds Statement Disclosure Requirements

Unique to One Country . . « « « + « « o . o148
Interpretive Comment . . . o« « « ¢« « o o« o o o149
Concluding Observation . . . . . . . . . . . .151

VIII. STATUS OF THE STATEMENT OF CHANGES IN FINANCIAL
POSITION IN THE EUROPEAN ECONOMIC COMMUNITY
COUNTRIES ¢ o + o o o o o o o o o o o o o o o o o153

United Kingdom . + « v « « « o o « « « « &« o 154
Ireland . . . v ¢ ¢ v « o o s s o s & o o » 4155
Netherlands. . . v v + &+ o o s « o s« « « « « <155
Belgium., . « « o« o ¢ o o o o o o o s o o o » +156

LuxembouUrg . .« « o« « o o o o o o o s o o« o » +157
Denmark. . + v o o ¢ ¢ o o o o o o o o o o+ » o158
West Germany . . « « o« « o« o o o o o« o o o« o »158
Italy & v ¢ ¢ v s e 4 e e s e s e o s e o s o160
Interpretive Comment . . . + + « « « « « « .« 160
Concluding Observation . . « « « « ¢« « « « .+ . 161

IX. SUMMARY, RECOMMENDATIONS AND CONCLUSION . . . . . 163

Comparative Summary . . « « o « o o « « o o« o 164
Contrast of Reporting Requirements . . . . . . 170
Interpretive SUMmMary . . « ¢« « o o« « « o« o o+ o172
Recommendations and Conclusion . . . . . . . .1l73

vii

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



TABLE OF CONTENTS (CONTINUED)

Chapter
IX. Recommendations for Future Research. . .
Concluding Remarks . « « « &+ « o o o « o
APPENDICES
A. United States' Accounting Principles
Board Opinion 19 . ¢ & + &« &« o o o s o &
B. Canadian Institute of Chartered Accountants'
Handbook Section 1540. . ¢ ¢« ¢« ¢ « o « &
C. United Kingdom's Statement of Standard
Accounting Practice No. 10 . . . . . . .
D. New Zealand's Statement of Standard
Accounting Practice No. 10 . . . . . . .
E. Australia's Technical Bulletin F1 . . . . .
F. International Accounting Standard 7 . . . .

BIBLIOGRAPHY - . L] . - . . . . . . . L] . 3 . [ [ .

Reproduced with permission of the copyright owner. Further reproductibn prohibited without permission.

viii

. 190
. 196

.198

. 208

", 219

. 226
. 236
. 244

. 253



LIST OF TABLES

I. United States' companies included in American
Institute of Certified Public Accountants'
annual survey that presented a statement of
changes in financial position as part of
their annual financial report: 1963-1979. . . . 29

IT. Canadian companies included in the Canadian
Institute of Chartered Accountants survey that
presented a statement of source and application
of funds as part of their annual financial
report: 1967-1970 . . « ¢ ¢ ¢ ¢ ¢ o o o o o o + 53

ITI. Canadiaﬁ companies' included in the Canadian
Institute of Chartered Accountants survey that
presented a statement of changes in financial
position as part of their annual financial
report: 1971-1978 . . ¢« ¢ ¢ ¢ 5 ¢ o & ¢ o o « o 56

Iv. Comparative analysis of seven reporting pro-
visions of the statement of changes in finan-
cial position in the United States and Canada. . 73

V. United Kingdom companies' irfiuded in the
International Center for Research in Accounting
survey that presented” a-statement of source
and application of funds as part of their annu-
al financial report: 1968-1973. . . . . . . . . 81

VI, United Kingdom companies included in the In-
ternational Center for Research in Accounting
survey that presented a statement of source
and application of funds as part of their an-
nual financial report: 1974-1978. . . . . . . . 83

VII. Comparative analysis of seven reporting provi-
sions of the statement of source and applica-

tion of funds in the United States and the
United Kingdom [ ] . L ] L ] L] [ ] [ ] [ ) L] . L ) . . . . [ . 9 9

ix

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



LIST OF TABLES (CONTINUED)

VIII. New Zealand companies included in a survey
that presented a statement of changes in
financial position as part of their annual
financial report: 1975-1979. . . .+« ¢ « « . . . 106

IX. Comparative analysis of seven reporting pro-
visions of the statement of changes in finan-
cial position in the United States and New
Zealand . . o ¢ ¢ o o o o o o 0 o = o s o s o o121

X. Comparative analysis of seven reporting pro-

' visions of the statement of source and appli-
cation of funds in the United States and
AUStralia « o « o ¢ o o o e st i v 4 4 0 . . o146

XI. Netherlands companiés included in a survey
that presented a statement of changes in
financial position as part of their annual
financidl report. « + « o o o o o ¢« o + o o o o155

XII. Comparative analysis of seven major report-
ing provisions of the statement of changes in
financial pesition in the United States,
Canada, the United Kingdom, New Zealand,
Australia, and International Accounting
Standard 7. « « o « ¢ o ¢« o 0 s o0 0 e 0 e .. o171

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



LIST OF ILLUSTRATIONS

Figure

1 Schedule of changes in working capital to
include with the statement of changes in
financial position to satisfy the reporting
standards set out in United States' APB .
OPinion 19 v v v & ¢ o o o o o ¢ o v o o o+ . . 4l

2 A textbook illustration of the statement
of changes in financial position which
meets the reporting requirements of United
States' APB Opinion 19 . « & « & « ¢ « o « + o o 43

3 An example of a statement of changes in
financial position which meets the report-
ing standards set out in Canada's CICA
Handbook Section 1540. . . « + « ¢« &+ o =« « &« » - 63

4 An example of a statement of source and
application of funds which meets the
reporting standards set out in United
Kingdom's SSAP 10. « « « « « s « o s+ o o o o« o o 91

5 An example of a statement of changes in
financial position which meets the re-
porting standards set out in New
Zealand's SSAP 10. o « & « « &« « & + o o« & o o o 112

6 An example of a ctatement of source and
application of funds which meets the re-
porting standards set out in Australia's
Technical Bulletin Fl. . « « « « « o « = « « o o 136

7 An example of a statement of changes in
financial position which is modified to
present current cost information . . . . . . . . 192

xi

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



CHAPTER I
INTRODUCTION

A major objective of financial rxeporting is to supply
relevant information to statement users for decision making
purposes. Whether or not accounting fulfills this objective
may be examined by attempting to answer the following ques-
tions: (1) who is the user of the information and for what
purpose is the information to be used? (2) how much infor-
mation is needed?!

Amonyg the most widely accepted answers to the above
questions are: (1) financial reports are prepared for the
use of present and potential investors, creditors and other
users in making rational investment, credit and similar
decisions, and (2) " ...accounting reports should disclose
that which is necessary to make them not misleading."2
Historically, financial statements developed in re-

sponse to the need to provide information to outside inter-

est groups concerning the impact of management on the income

lgldon S. Hendriksen, Accounting Theory, (3rd ed.: Home=-
wood, Illinois: Richard D. Irwin, Inc., 1977), p. 545.

2Maurice Moonitz, "The Basic Postulates of Accounting,"
Accounting Research Study No. 1 (New York: American Institute
of Certified Public Accountants, 196l1), p. 50.

1
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stream. The basic financial statements are (1) the balance
sheet, (2) the income statement, (3) the statement of
changes in financial position, and (4) the statement of
changes in owners' or stockholders' equity.

Many simplified descriptions of the balance sheet in-
clude the idea that it provides a financial picture of an
organization at a specific point in time. 1In essence it
reflects in one half the resources obtained from various
sources such as payables, bonds, common stocks, and in the
other half reports the amount or those resources that have
been invested in the various classes of assets such as re-
ceivables, inventories, and equipment. The statement re-
flects aggregates up until a particular moment of time--it
does not show transaction details.>

When comparative balance sheets showing the balances at

the beginning and end of the period are presented, the

3APB Statement No. 4 describes a balance sheet as a
statement that presents the financial position of an enter-
prise at a particular point in time. Financial position
comprises the enterprises assets, liabilities, owners'
equity and the relationship among them, including other fin-
ancial matters related to the enterprise at the time which
are required to be disclosed in conformity with general ac-
cepted accounting principles. See American Institute of
Certified Public Accountants, APB Statement No. 4, reprinted
in Financial Accounting Standards (Chicago: Commerce Clear-
ing House, 1976), pp. 442 and 462, For a more complete de-
finition see Eric Kohler, A Dictionary for Accountants
(Engle: Prentice Hall Inc., 1970), p. 47.
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3
statement users can reconstruct some of the details; however,
they cannot ordinarily identify whether changes in assets
and liabilities resulted from profitable operations, new
equity, or from using assets to pay debts, acquire other
assets or make distributions.

Some detail about the amount of resources generated
from operations each fiscal périod is reflected in the state-
ment of owner's equity (or retained earnings statement) and
the incoﬁé statement. The statement of owner's equity pre-
sents net income and items such as dividends and adjustments
of the net income of prior periods.4 The income statement
presents the results of the firm's profit directed activi-
ties for the period in terms of revenue, expenses, gains and
losses in conformity with generally accepted accognting
principles.si However, neither the balance sheet, the income
statement, nor the statement of changes in the owners' or
stockholders' equity shcow in detail the significant transac-
tions which were entered into during the period to finance
the firm.

For many years accountants were aware that the balance

4pPB Statement No. 4, Commerce Clearing House, p. 442.

S1bid. p. 442 and 463. For more information see Kohler,
A Dictionary for Accountants, p. 226.
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4
sheet, income and retained earnings statements and the state-
ment of changes in stockholders' equity did not provide
statement users with all of the rélevant facts desired for
efficient decision making. A statement specifically designed
to provide information cdncerning the source and utilization
of resources came to be included as part of the financial re-
ports of many firms on an optional basis. It was prepared in
a variety of slightly different forms under many different
names, including the following:

1. statement of sources and application of funds
2. Funds flow or funds sﬁatement
3. Statement of funds provided and applied.

Prior to Accounting Principles Board Opinion No. 19

(APB Opinion 19), the preparation of a funds statement was

recommended by Accounting Principles Board Opinion No. 3 but

it was not required by official promulgation or government
edict. It simply evolved in response to the need of inves-
tors and other statement users. During this evolutionary
process, the term "funds" has been used in many ways, includ-
ing the following:
1. Working capital
2. Quick assets less current liabilities
3. Cash and marketable securities less current
liabilities
4, Cash and marketable securities less short-
term bank credit
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. Cash and marketable securities

. Cash

. Total funds employed in the business
. Total shareholders' funds

. Equity interests.®

W oooTovwn

Although not identified as another concept of funds,
preparation of supplemental statements restated for general

price changes under Accounting Principles Board Statement

No. 3 and Financial Accoﬁnting Standard No. 33 start with

preparation of a funds statement using a net monetary assets
concept of funds.

In 1971 the Accounting Principles Board (APB) changed
the recommendation for the preparation of a funds statement
to a requirement that a funds statement must be included as
part of the annual financial statements whenever a balance
sheet and an income statement is prepared. The APB obviously
assumed that the inclusion of such a statement would provide
relevant information to decision makers. In the introduc-
tion to the opinion, they noted that:

In view of the present widespread recognition of

the usefulness of information on sources and uses

of funds, the Board has considered whether pre-
sentation of such a statement should be required

6Accountants International Study Group, The Funds
Statement: Current Practices in Canada, United Kingdom, and
the United States (New York: American Institute of Certified
Public Accountants, 1973), para. 33.
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to complement the income statement and the balance
sheet.

The first paragraph of the opinion proper builds from
the usefulness assumption with these words:

The Board concludes that information concern-
ing the financing and investing activities of a
business enterprise and the changes in its finan-
cial position for a period is essential for finan-
cial statement users, particularly owners and
creditors, in making economic decisions. When
financial statements purporting to present both
financial position (balance sheet) and results of
operations (statement of income and retained earn-
ings) are issued, a statement summarizing changes
in financial position should also be presented as
a basic financial statement for each period for
which an income statement is presented. These
conclusions apply to all profit-criented business
entities, whether or not the reporting entity
normally classifies its assets and liabilities as
current and noncurrent.8

An all financial resources concept is required. Under
this concept the enterprise may adopt whatever concept of
funds it believes most useful. fhe financial and investing
effect of all financial transactions which have an impact on
the firm's financial position must be disclosed separately
regardless of which concept is followed, even if cash or
working capital is not directly affected.

The Board has provided the following guidelines. for

7Acéountinq Principles Board Opinion No. 19, "Report-
ing Changes in Financial Position" (New York: American
Institute of Certified Public Accountants, 1971), para. 2.

81bid. para. 7.
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presenting the funds statement:

l.

The statement should set out working capital or cash

provided by or used in operations

Results of operations should exclude the effects of

extraordinary items

Net changes in each element of working capital should

‘be disclosed in detail

The effects of other individual financing and invest-

ing activities should be separately disclosed

The statement should alsc clearly disclose

a)

b)

c)

d)

e)

£)

Outlays for the purchase of long-term assets
Proceeds from the sale of long-term assets not
used in the business, less related expenses
Conversion of long-term debt or preferred stock

to common stock

Issuance, redemption, or purchase of capital stock
Issuance, assumption, redemption, and repayment of
loﬂg-term debt

Dividends in cash or in kind or other distributions
to shareholders (except stocck dividends and stock

splits)

Isolated figures of cash or working capital provided by

operations should not be presented in the annual
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stockholders' reports.9

In order to reflect the broad concept indicated in the>
above guidelines, the Board recommended that the title of
the statement be changed to Statement of Changes in Financial
Position.

The following section reviews the literature search for
this study and the need for an international study of the
statement of changes in financial position in selected
foreign countries is identified. The objective of the study
is discussed along with the methodology used, research de-
sign, historical research, empirical research and antici-

pated evaluation of findings.

Literature Review

A review of the literature concerning the statement of
changes in financial position shows that a considerable
amount of research has been done on the development of a
"funds" statement. Areas covered by previous studies in-
clude:

(1) The importance of the statement of changes in

financial position to various users of the

91bid. para. 10-15.
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statementlo
(2) The most useful definition of "funds" and format
presentation to be used in reporting information
T 11
within the statement

(3) Compliance of the United States companies pre-

paration of the statement of changes :in financial

10g. L. Summers, "Observation of Effects of Using Alter-
native Reporting Practices." The Accounting Law Review
(April 1968), pp. 257-268; Lyn D. Pankoff and Robert Virgil,
"Some Preliminary Findings from a Laboratory Experiment on
the Usefulness of Financial Accounting Information to Secur-
ity Analysts," Empirical Research in Accounting: Selected .
Studies 1970, supplement to Journal of Accounting Research
(1970), pp. 1-48; Gyan Chandra, "A Study of the Consensus on
Disclosure Among Public Accountants and Security Analysts,"
The Accounting Review (October 1974), pp. 733-742.

llphilip E. Fess and Jerry Weygandt, "Cash Flow Presen-
tations~--Trends, Recommendations," Journal of Accountancy
(August 1969), pp. 52=59; John H. Regazzi, "Why Aren't Finan-
cial Statements Understood?" Journal of Accountancy {April
1974), pp. 48-55; Maurice Stark, "Funds--Working Capital or
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position with the provisions set out in APB
Opinion 19.12
A review was made of dissertation studies concerning

13 Also, research of the various pro-

the "funds" statement.
fessional accounting organizations involving the "funds"
statement was examined.l4 Although a thorough search was

made of the many studies involving various aspects of the
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