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CONCEPTS OF FINANCIAL RESULTS FORMATION AS
ACCOUNTING OBJECTS

The article examines the approaches of the financial results formation
as accounting objects from a historical point of view and their comparison
with modern economic realities. The syntactic, semantic and pragmatic
profit concept display as a result of entities activity is disclosed. Static and
dynamic balance theory is given. It is established that the modern reporting
forms used in domestic and world practice are based on the organic
combination of static and dynamic balance theories, which increases the
degree of reliability of accounting information.

Keywords: profit; financial result; reporting; static balance theory;
dynamic balance theory.

Formulation of the problem. In accounting theory and practice in
Ukraine there are two basic concepts of formation and reflection of
financial results of economic activity of the subject:

- in accordance with National Accounting Regulations (standards);

- according to a variant algorithm: depending on management
needs, based on the results of management accounting of the subject.

The first concept is related to the presentation of financial results
in accordance with the principles of national accounting provisions for
their registration in the accounts and display in the forms of reporting.
The concept of determining the financial result is consistent calculation
of the revenue costs associated with such income.

According to another concept (which has become more and more
widespread in recent years) financial results in accounting are
displayed in a way that is consistent with the decision-making patterns
of owners, investors and creditors. However, the order of their
formation is variable depending on the peculiarities of management
accounting of the subject.

Each of the concepts has a deep theoretical basis and wide
practical application, and disclosure of their content allows us to
identify the functional orientation of the entire accounting and reporting
system and the mechanism of its practical application in the
management system.

Analysis of recent research and publications. The investigation of
financial results economic nature, the formation and reflection of
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financial results are revealed in works of many domestic and foreign
scientists and specialists. The outcomes of research of economic theory
and theory of financial results in the context of the development of
world scientific thought are presented in the works of R. N. Anthony,
J. S.Reece, M.l. Kuter, A. Marshall, D. Ricardo, J. Richard, K. Marks,
P. Samuelson; peculiarities of forming financial results elements -
0.l. Volkova, A.P. Grechana, V.S. Savchuk, 0.0. Lapko, Ya.V. Sokolova,
E.S. Hendrix, M.F. Van Breda et al.

Recognizing the importance of the scientific contribution of the
aforementioned scientists in the development of the theory and practice
of financial results accounting, it should be noted that the results
obtained require further research, taking into account current trends in
socio-economic development.

Formulating the article goals. The purpose of the article. The
purpose of this article is to investigate approaches of financial results
formation as accounting objects from a historical point of view and to
compare them with current domestic realities.

Outline of the main research material. The well-known work of
US accounting scientists E.S. Hendrixen and M.F. Van Breda’'s «Theory
of Accounting» is devoted to the concepts of profit reflection as a result
of the entity’'s activity in the financial statements. Scientists view
accounting as a scientific theory that studies the various properties of
an information system designed to reflect the formation of the final
financial results of the activity. This approach allows us to claim that
E.S. Hendrixen and M.F. Van Bred is approached to study accounting
from the standpoint of semiotics, a science that explores ways of
transmitting information, properties of signs and sign systems [3].

The syntactic concept involves considering financial results in
terms of the rules for determining them. N. Belford believes that users
of financial statements should be aware that the content of financial
results can be grasped only through an understanding of the method
and algorithm for calculating it. Within this concept, scientists identify
two approaches to assessing financial performance: operating and by
type of subjects’ activity.

The operating approach is the most common in accounting. Its
essence is that the valuation of assets and liabilities items is reflected in
the accounts only if these changes are the result of business
transactions. Note that the term «transaction» is understood in the
broad sense of the word: includes internal and external operations; is
the result of the use or transformation of assets within the entity, as
well as the transfer or occurrence of assets and/or accounts payable in
the course of interaction with external parties.
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The advantages of this approach include:

1) the components of financial results can be classified in various
ways (for example, by product nomenclature, customers, production
units, etc.), which allows to satisfy different information needs of
administrative staff;

2) the financial result, which is reflected in the financial
statements, can easily be presented by sources of its origin (from the
main and non-core activities);

3) the financial result allows to structure assets and accounts
payable at the end of the period in a form that is convenient to use for
other methods of measuring financial results.

According to the semantic concept, profit is viewed through the
prism of fundamental economic realities, recognized as an indicator of
the efficiency of owners’ investment. Thus, the main purpose of the
enterprise is to maximize profits in terms of market structure.

The authors conclude that the difference between economic and
accounting income is the usage of different depreciation methods.
However, in addition to the technical difficulties in evaluating financial
results, there are more serious problems associated with the existence
of information asymmetry in an uncertain and incomplete market, so it
is difficult to even compare the accounting and economic performance
of financial results [3, P. 203-230].

The pragmatic concept emphasizes the evaluation of financial
results from the point of view of its use by investors, regardless of the
method of determination and measurement. Emphasis is placed on the
fact that accounting information has a great influence on decision-
making by investors and creditors [3, P. 203-230].

Analysis of judgments of E.S. Hendrixen and M.F. Van Breda, in the
context of the theoretical foundations and practical features of the
domestic accounting system, shows that the syntactic concept should
be understood as a mechanism for generating financial results by types
of activity, indicators of which are distinguished by regulatory control
into independent information elements. The semantic concept of
financial result metrics implies that it changes in relation to income tax
and owners’ income in the reporting period and beyond. The pragmatic
concept examines the impact of financial performance accounting
information on the decisions of all interested users of the reporting, the
direct and feedback relationships between the entities and external
users of the reporting.

These three concepts of presentation of financial results are an
important contribution to the development of accounting science, but
they are of a general nature and formulated on the basis of experience
of economic system development and accounting in Western countries.
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At the same time, controlling authorities are virtually excluded from the
users, who remain, under any circumstances, one of the priority users
of reporting.

Despite the scientific value of these concepts, the use in practice of
only one of them will lead to bias in accounting and analytical
information; will violate the harmony of the accounting system. Yes, itis
impossible to display complete information about financial results
without disclosing the mechanism of its formation in the context of
activities of the entity. In turn, the value of financial performance
indicators by type of activity is an indicator of the economic efficiency of
the entity and the basis for predicting the different areas of its
operation.

The concepts of generating financial results are also disclosed in
the work of R. N. Anthony and J. S. Reece, professors at Harvard and
Michigan Universities, entitled «Accounting: Situations and Examples».
In particular, they state that the income statement consists of two
elements. One reflects the creation of assets resulting from the sale of
goods and services to customers — these amounts are called revenues.
The other represents the outflow (consumption) of resources that were
needed to generate revenue and are expenses [1, P. 41].

According to the results of generalizing the development of
scientific opinion on the sequence of calculation of financial result of
economic activity in work, the following concepts are distinguished:
accounting period, conservatism and realization, correlation of income
and expenses, consistency, materiality (in Table).

Table
Concepts of financial results formation and presentation
Title Content of concept
1 2
Accounting The accounting estimates the activity of the entity for a

period concept | specific period of time, called the accounting period. At the
presentation of outside parties accounting period usually
is one year

The concept of | Revenue (increase in retained earnings) is recognized only
conservatism when there is reasonable assurance about its receipt.
Expenses (reduction of retained earnings) are recognized
as a reasonable opportunity to consider them as such

The concept of | This concept defines the amount of revenue that should be
realization recognized from a particular sale. The realization is the
receipt of funds or claims on them (bills to pay) as a result
of the sale of goods or services. Revenue is recognized if it
is reasonably certain about its payment
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Continued Table

1 2
The concept of | If an event affects both revenue and expenses, the impact
linking income | on the event should be recognized in the same reporting
and expenses period. Two criteria for recognizing costs should be
considered: 1. expenses related to the economic activities
of a given period are expenses of the period; 2. Current
period expenses are expenses that are not related to
future income
The concept of | Choosing a method of accounting, the entity shall follow it
consistency for all future events of similar nature until any good
reason to change method. Frequent changes in accounting
technigues may make the comparison of financial
statements of different periods difficult
The concept of | Minor events may not be taken into account, but all
materiality relevant information must be fully disclosed

At present, classical theories of reporting remain poorly
understood. It should be noted that the formation of accounting
information on financial results is significantly influenced by static and
dynamic balance theories.

Balance theories as the basis of modern accounting methodology
are widely considered in the works of scholars belonging to the
Continental European School of Accountancy: J. Betge «Balance
Science», H. Shirenbek «Economics of Enterprise», J. Richard
«Accounting: Theory and Practice» [6] and F. Oberbrinkmann «Modern
understanding of the balance sheet» [5].

The most complete ideas of static balance theory are described by
J. Richard. Combining static balance theory and relevant accounting
practices, which can be characterized by the term «static accounting»,
Richard notes that «static accounting — accounting, the main purpose of
which is to determine whether the sale (sale) of all assets of the entity
now receive the amount necessary to pay his accounts payable» [6,
P. 44].

According to Richard, a static accounting was created gradually
from XIII to XIX century. Static balance theory is the result of
understanding a fairly long period of practice of assessing the financial
condition of enterprises in accordance with accounting methodology.
The basis of this practice is the legal culture of Roman law, which
provides for the legal stability of the civil turnover by minimizing the
facts of insolvency and bankruptcy. At the same time, the basic idea of
Roman law is that an enterprise can use profit (or distribute losses) only
in the case of its true or foreseeable liquidation [6, P. 44-48].
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At present, this approach may seem somewhat archaic, but it is
with the most realism that it reflects the real state of affairs. Creating a
business entity involves the fulfillment of a certain mission, envisaged
by the founders: formation of profits, harmonious influence on the
development of regional economic development. When this case is
completed, one can then determine whether the value of the property of
the owners increased as a result of its implementation, or, conversely,
the value of the owners became less (the owners suffered losses as a
result of the entity’s activities).

The emergence of static balance theory is related to the activities
of Venetian sailors. Upon returning from each voyage, they compiled a
liquidation balance and thus calculated the financial result as the
difference between the capital received from the sale of goods and the
original capital.

The development of the textile industry has become a prerequisite
for the development of a dynamic accounting and reporting system. The
urgent task for industrialists was to calculate profits for a certain
reporting period, not for the entire period of economic activity, the
duration of which cannot be predicted.

Formulation of the basic provisions of the theory of static balance
associated with the name of the author of the alternative concept - the
theory of dynamic balance — the German economist E. Schmalenbach,
who in 1908 in his famous article «Depreciation» showed the
incompatibility of the concepts of static and dynamic accounting,
affirming dynamic accounting used to calculate a financial result and
measure an entity’'s performance cannot be used to measure their
assets. This is the task of static accounting. According to J. Richard, it
was E. Schmalenbach, clearly distinguishing the goals and methods of
the two types of accounting, based on the work of several of his
predecessors, was able to determine the basis of the theory of static
balance [6, P. 48]. Revealing the content of E. Schmalenbach’s ideas,
J. Richard writes not about contrasting dynamic theory with the
provisions of static balance theory, but about their objective opposite
and the possibility of complementing each other in practice.

The purpose of a static balance is to evaluate the assets of an
entity and its solvency. The purpose of dynamic balance is to calculate
the financial result and to provide an opportunity to evaluate the
effectiveness of the activity.

Modern accounting methodology is based in part on the theory of
dynamic balance and the principles of calculating financial results,
developed by E. Schmalenbach, namely: consistency and continuity,
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comparability, reliability and certainty of accounting methods, prudence,
uniformity of estimationy etc. [6, P. 177-188].

It should be noted that this concept of formation of financial
results correlates with the principles of accounting and financial
reporting defined for domestic entities of entrepreneurial and non-
business activities by the Law of Ukraine «Accounting and Financial
Reporting in Ukraine» and the The national provision (standard) of
accounting in the public sector 101 «Presentation of Financial
Statements» as well as The national provision (standard) of accounting
1 «General Requirements for Financial Reporting».

Schmidt's greatest merit was that he distinguished between
economic activity and profit (loss). The result of economic activity (it is
not a financial result — the figure indicated by F. Schmidt is more
generalizable) was determined by the increase (decrease) of real
volume of property, and the profit was calculated in abstract monetary
units. However, there is no direct correlation between these values, the
volume of property can decrease, and the profit — to grow, and vice
versa. As the purpose of profit is to support entrepreneurial activity, it is
crucial to achieve a state where the growth of profit corresponds to the
growth of financial result. Profit is generated as a result of the capital
cycle. At the same time, for both the accountant and the entrepreneur,
the analysis of changes in the volume and composition of the property is
crucial. According to organic balance theory, the decisive tool for such
analysis is the organic balance, which should be made daily [8, P. 420-
424].

Conclusions. Modern reporting forms used in domestic and
international practice are based on an organic combination of static and
dynamic balance theories, which increases the degree of reliability of
accounting information. This declares the possibility of meeting the
needs of different categories of users.

The dualism of balance sheet theories and the synthesis of the
concepts of income recognition that underlie the construction of
financial statements do not always produce positive results. On the
contrary, it is possible to manipulate the magnitude of the entity’'s
financial result and capital.

In order to ensure profitability as a tool for improving the liquidity
of assets and liabilities, the criterion of investor confidence, etc. the
accounting method of business activity is intended to take into account
the factors of recognition of nominal, real and fictitious profit.

This fully applies to business entities in terms of profit accounting,
to non-business entities in the result of budgeting.
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Ocapua 0. 0., pg.e.H., npodecop
(HauioHanbHWI yHiBEpCHUTET BOAHOMO rocrofapcTsa Ta npupoaoKopPUCTYBaHHS,
M. PiBHe)

KOHLIENUII ®OPMYBAHHS ®IHAHCOBUX PE3YJIbTATIB AK
OB’EKTIB BYXITAJITEPCbKOI'O OBJIIKY

Y cratti pocnipXKywtbca nigxoaum Ao ¢opMmyBaHHA ¢$iHaHCOBMUX
pe3ynbTaTiB ik 006 €KTiB OyxrantepcbKoro o6niKy 3 iCTOpMYHOI TOYKU 30pYy Ta
IX nNOPIBHAHHA i3 CY4YaCHUMWU EKOHOMIYHUMM peaniasmMu. Po3kpuTto
CUHTAKCUYHY, CEMaHTU4YHY Ta MNparMaTM4YHy KoHuenuii BigoOpa)keHHA
npuOYTKY SIK pe3ynbTaTy AiANIbHOCTI Cy6'€eKTa rocnopaploBaHHA. 3a3HauveHi
TPU KoHUenuii Bino6pa)xeHHs ¢piHaHCOBUX pe3ysbTaTiB € BaXK/IMBUM BHECKOM
Yy PO3BMTOK HayKM Npo OyxrantepcbKum 06siK, BTIM BOHW HOCATb 3arajibHUMn
xapaktep i cdopmynboBaHi Ha niacTaBi AoCBiAy PO3BUTKY EKOHOMIYHOI
cucteMm Ta 065Ky y 3axigHuMx KpaiHax. He3Ba)kaluum Ha IXHIO HayKOBY
LiHHICTb, BUKOPUCTAHHA HA NpaKTUui Nuiwie oaHiEl 3 KoHuenuin npusBeae Ao
Heo6'eKTUBHOCTI 06NiKoBO-aHaNiITUYHOI iHpopMaLii, NOPYLWNTb FAPMOHIAHICTb
06nikoBOi cucTemm.

MpupineHo yBary cTaTU4HiN Ta AMHAMIYHIN Teopii 6anaHcy. BusHaueHo,
WO MeTa CTaTM4HOro G6anaHcy — ouwiHKa MaWHa cy6’eKTa rocnoaaproBaHHSA i
MOro nNNAaTOCMPOMOXKHOCTI, MeTa AWHaMiIYHOro — obumucneHHsa ¢iHaHCOBOro
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pe3ynbTaTty Ta 3a6e3ne4yeHHA MOXXJINBOCTi OLiHKU ePEeKTUBHOCTI AiANILHOCTI.

BcTtaHoBneHo, WO cy4yacHa MeTogonoria 6yxrantepcbkKoro o006iKy
YaCTKOBO 3aCHOBAaHAa Ha Teopil AWMHaMiyHoro 6anaHcy Ta npuHUMNAXxX
o6uyncneHHa ¢piHaHcoBuUX pe3ynbrarTiB, po3pobneHux E. LLimaneH6axom y 1908
poui, a came: y3romXeHocTi i 6e3nepepBHOCTI, 3icTaBHOCTi, HagiMHOCTI i
BM3HA4YeHOCTIi MeTodiB 006niKy, 06a4yHOCTi, OAHOMAHITHOCTI OLIHIOBaHHA,
peanisauil npu po3noaini aoxoais, NPUMYMHHOCTI NpuU po3noaini BUTpaT

BctaHoBneHo, wWo cy4acHi ¢opMu 3BITHOCTI, SIKi 3aCTOCOBYHTbCA Y
BiTYN3HAHIN i CBITOBIM NpaKTUUi, 3aCHOBaHi Ha OPraHiYHOMY NOEAHAHHI
CTaTU4HOI Ta AWHaMiIYHOI 6GanaHcoBMX TeOpin, WO MNiABULLYE CTYNiHb
pocToBipHOCTI 06nikoBoil iHpopmauii. [lyaniam 6anaHcoBMx Teopin Ta CMHTE3
KOHLENuiu BU3HAHHA A0X0oAy, NOKAaAeHUX B OCHOBY nobyaoBu ¢piHaHCOBOI
3BIiTHOCTi, HEe 3aBXXAW MNPU3BOAUTbL A0 NO3UTUBHUX PE3yNbTaTiB, OCKiSIbKK
BMHMKAE MOXXJIMBICTb MaHiNyslOBaHHA BESIMYMHOK ¢PiHAHCOBOro pesynbraTty
Ta Kanitany cy6’eKTa rocnogaproBaHHA.

Ona 3a6e3neyeHHA AOOCTOBIPHOCTI NPUOYTKY HAK iHCTPYMEHTY
NOKPALWleHHA NIKBIAHOCTI aKTUBIB Ta 3000B'fi3aHb, KPUTepilo AoBipM
iHBeCTopiB TOWO MeToauKa 06niky Gyxrantepcbkoro 06Ky rocnogapcbKoi
RiANbHOCTI NOKJIMKaAHA BpaxoByBaTu ¢aKTOpU BU3HAaHHA HOMIHANbHOrO,
peanbHoro Ta GiKTUBHOro NPUOYTKYy.

KnrwuyoBi cnoBa: npnbyToK; ¢iHAHCOBUW pe3yNbTaT; 3BiTHICTb; CTaTU4YHa
Teopisa 6anaHcy; AnHamiyHa Teopia 6anaHcy.

Ocapuana 0. A, 0.3.H., npodeccop
(HaLlMOHaﬂbelﬁ YHUBEpcUTeT BOAHOro X038/4CTBa U npnpogonosib3oBaHunA,
r. PoBHo)

KOHUENUMN POPMUPOBAHUA ®PUHAHCOBbIX PE3YJIbTATOB KAK
OBbEKTOB BYXTAJITEPCKOIO YHETA

B ctatbe wuccnepywtca noaxoabl K PpopMUpPOBaAHUIO (PUHAHCOBbIX
pe3ynbTaToB KaK 00bEKTOB OyXxranTepcKoro yvyetra C MCTOPUYECKOM TOYKM
3peHMss U UX CPaBHEHUE C COBPEMEHHbIMU 3KOHOMMYECKUMU PpeasiusiMm.
PacKpbITO CUHTAKCUMYECKYH, CEMAaHTUYECKYH U NparMaTM4ecKyl KOHUenuum
OTpaXkeHUs  nNpubbIIM  KaK  pe3synbTaTa [AeATeNIbHOCTM  cybbekTa
X03IUCTBOBaHUA. YAeNeHO BHUMAaHUE CTaTUYECKOW U AUHAMUYECKON Teopumn
6anaHca. YCTaHOBNEHO, 4YTO COBpeMeHHble ¢OpMbl OTHETHOCTU, KOTOpble
NPUMEHAIIDTCA B OTEYEeCTBEHHOM M MMPOBOM TMPaKTUKe, OCHOBaHHble Ha
OPraHMY4eCKOM COYeTaHMM CTAaTUY4ECKOW U [AUMHAMM4YeCKOW 6anaHcoBbIX
TEOpUM, NOBbLILIAET CTENEHb AOCTOBEPHOCTH Yy4eTHOM MHPOpMaLUn.

KnwouyeBbie cnoBa: npubbinb;, (PUHAHCOBLIA pPe3ynbTaT, OTYETHOCTb;
cTaTn4yeckas Teopus banaHca; oUHaMM4eckas Teopus banaHca.

CraTTa Hapinwna ao peaakuii 23.03.2020 p.
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