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Commentary

More than the bottom line

Inother words, underlying
performance excluding such gain
wasac higherin2018
(USS1.24 billion) than in 2017
(US$948 million).

Its operating cash flows for 2017
and 2018 respectively were
US$800 million and US$604
million. It was able to generate
larger operating cash flows in 2017,
despite the lower netincome
excluding fair value changes

H 1 i f: Y fora for i iviti CFF). Another lOL'
Investors should not ]uSt l’ely onnetincome  : companyforthe reporting company’sassets. Inshort, the CFO is the diffe second-q I
¢ period. Fairvalue is the price that would between cash receipts and cash recemly Net proﬁt mcreased by
as the sole measure of financial Performance Companies are required to be received tosell an asset between i
e . disclose how their revenue is market participants at each related to providing goods and cent from 5192 millionto 5302
e isitsability to ised in the financial reporting da services to customers inayear. million. This can be attributed to
Edmu_nd Keung, p sales for the good: pohangesmsuchvaluauonsare While CFO may be affected { fairvalue gains of $182 million
Themin Suwardy servicesthat it offers. When the ing cost of dinthe income by timing issues, for example, : versus $64 million the year before.
and Ho Yew Kee The amount recognisedas salesis deducted fromrevenue,the : statement.Some call these incomes receipts of cash from the prior Therefore, investors should not
revenueis, governed byan margin is known as gross profit. unrealised. or “paper gain/loss”. year’s sales or' prepaymenl fora ¢ justrely onthe netincome as the
= called Itis how p For future year’ : sole financial
For The Straits Times ke fromi i di ivity. i “growing”asaresult of generally measure p
= 2 11} p asa mark , with thatis less affected by revenue Theyneedto look deeper into
Gt il i ised isrelatively constant p ility rising in tandem. recognition or valuation : whatisearnedand collected from
l only isa market While this method provides policies. operations versus income resulting
knowh i fulfilled, and the change in pnces and cost of more relevant and faithful H from valuation adjustments.
perfomung ﬁnanclally Headlines : amountofrevenueismeasurable. : materi information onthe balancesheet, : INCOME, FAIRVALUE H
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omhe“bonom line” -lhe netpmﬂ( before cashis collected as long as line items, a net profit or net performance ofa company on the Let’susea particular company
ornet mcome the obligation to deliver goods or income isshown at the end of the income statement. asanexample of how these * Dr Edmund Keung heads the
1l th rvices is satisfied. income statement. concepts tie in together. accounting departmentat the
lineitems that make up netincome But cash collected from customers 3.CASHFLOW kong Lan National Uni
areequalini tothe isnot isedasi i 2.REALISATION Ultimately, all companiesneedto  : ofUS$5.63 billion in the 2017 Dr Themin Suwardyis associate
users. Thisis not the case. : company i it bl beabls positi h financial year and US$2.46 billion professor of accounting (practice)
Tobetter igati with Iargeholdmgsm marketable flow. in2018. At first glance, it lookslike : and dean of postgraduate
i For. pl deposits ecurities cash flow from its performance in 2018 had professional programmes at the
business, investors need to ities (CFO, shownin ignil P Si J t

understand three important
accounting concepts: revenue
it isation and cash

:or
: liabilities (usually called “deferred
: revenue ur“defertedmcome")

use
mark-m-markel or fair value

: thestatement of cash flows) should
i reflect thecompan)fs ablh(y to

accounting practices.
M:

with2017.
However, the 2017 income was

Dr Ho Yew Kee is professor of

: accounting and associate provost at

¢ until ark-to-market ummu boostedbya*| ‘paper gain "resulting : theSingapore Institute of
flow from operations. . - fulfilled. reports assets at fair values instead  : (Cashnuwlm frum fair val
:  Properrevenue recogmuonand oftheir historical priceswhenthe  : CFI),and |
1.REVENUE RECOGNITION robust cut-off’ i ire th : creditorsand dividend: : toUS$4.68 billion (compared with e Thisisthe secondinstalment ofa

Alarge part ofa company’s

: income statement reflects the

Itaims to provide a more

: shareholders (bothare cash flow

¢ USs$1.22billionin2018).

three-part series on financial literacy.
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