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Statement of Financial Position Analysis: Kuwait Cement Company
Part 1
Financial position is described as the organization's current balances of the recorded liabilities, assets, and equity. Notably, organizations' financial positions are stated in the balance sheet. Broadly, this can be assumed as the evaluation of the organization's financial condition through examination and comparison of the information available in the financial statements. The organization's assets are what it uses to operate its daily business. On the other hand, Liabilities refers to the money borrowed by the organization from an outside source and should be repaid, whereas equity is the owner's financing into the organization. Notably, the assets should always be equal to the sum of the owner's equity and liabilities. Besides, liabilities and assets are presented as either non-current or current on the balance sheet and should be indicated whether they are long or short term (Kieso et al., 2020). In addition, examining the organization's income statement is fundamental in determining the organizations' financial position. Therefore, while assessing Kuwait Cement Company's understanding of the financial position statement's preparation, the above aspects must be considered.  
Based on Kuwait Cement Company's consolidated financial positions statement, as per December 31, 2019, the organization seems to meet the majority of the requirements for analyzing a financial position. For instance, as of December 31, 2019, both the company's current and non-current assets were valued at 315,980,427 (note that the entire amount is in Kuwaiti Dinars) (Boursa Kuwait, 2020). On the other hand, the equity and liabilities value was also at 315,980,427, matching its assets' value(Boursa Kuwait, 2020). As stated before, the assets' value should be equal to the assets and liabilities and aspect value, which the organization has met in the financial position statement. In the statement, the liabilities and assets have been broken into two groups, that is current and non-current items. The current liabilities or assets are those within an expected life of less than months. The current liabilities are the company's obligations, required to pay within the coming year, with the inclusion of obligations to employees, suppliers, short term finance providers, and the tax office(Kieso et al., 2020). 
While evaluating this aspect against the financial position's provided consolidated statement, the company seems to understand the aspect well. They have laid out their current liabilities like loans, lease liability, accounts payable, and other credit balances with a clear value of the same liabilities. In addition, while evaluating the preparation of the statement, the current ratio is at 1.3(Boursa Kuwait, 2020). This is achieved by dividing the total current assets by the total current liabilities and is used to evaluate the company's ability to meet its short term obligation. Notably, the acceptable current ratio varies across organizations; however, for a health business, it should be between 1.2 and 2, meaning that the organization has two times more current assets than liabilities to counterbalance the debts. Besides, a ratio below one means that the organization lacks enough liquid assets to pay off its short-term liabilities. Therefore, assessing the organization's current ratio means that its financial position can be termed as healthy(Kieso et al., 2020).
Part 2
In financing, different measurement principles can be used to prepare the statement of a financial position. First is fair value, which is a general term used to describe an asset value if it was to be sold in the current market. It assumed that a party is selling the item to an unaffiliated buyer where at this point, the buyer is not under any form of pressure to sell the item. The assumption is fundamental because it expects the seller to profit more from the good under those circumstances. The second principle is the net realizable value, which is the value of an item that can be fetched after selling the item, less a reasonable estimate of the price associated with the item's disposal. The third principle is historical cost, which is the value calculation in the accounting process, in which the value of the item is reported with its ordinal price as the purchase price in the balance sheet. 
The fourth value is the replacement cost, which is when an organization will have to pay to replace an item at the current market price. One of the ways to achieve this is by evaluating the value of an insured good. The fifth principle is deprival value, which is an asset's value is equal to the loss that the asset's owner would incur in case they have deprived the item. The sixth principle is the present value, which is a concept that states that an amount of money today is not equivalent to the same amount in the future(Kieso et al., 2020). Lastly is the reproduction cost, which is more like the replacement cost; however, in this case, the company replaces the item with a similar item, which is identical; hence, it will match the productivity of the previous asset.
 Arguably, Kuwait Cement Company assets lie under fair value considering that the organization has properties, equipment, and plant, which can be valued under the current market value. In addition, they also have financial assets at fair value through other comprehensive income. Besides, with the yearly evaluation, they are able to do a fair value of their items to facilitate them to produce a consolidated financial position statement. Notably, the majority of the valuation is done using the items 'current market prices; the fair value is the most suitable principle(Boursa Kuwait, 2020). Besides, most companies use the fair value principle because it provides accurate liability and asset valuations for companies for financial reports. The company can also mark down the asset or liability value to show that there is a decrease in its market price value. 
Part 3
Notably, the statement of financial position is based on three key elements that are assets, liabilities, and equity. Assets are the resources controlled owned by an organization. These include land, building, equipment, properties, cash, goodwill, and other assets that qualify the above definition. Assets are classified into two groups: current assets described as the short-term assets. These include accounts receivable, which are used to deposit moving cash like customer payments. On the other hand, the non-current assets are primarily the fixed assets, and the company's policies majorly control these assets. The second element is the liabilities, which, according to the International Accounting Standards Board (IASB), refers to the present obligations that have emerged from previous activities. These include overdraft, tax payable, bank loan, salary payment, and other aspects under this element. Liabilities are classified into two aspects that are current liabilities, which are the types of liabilities expected to be settled within 12 months, like employees' payments. On the other hand, there are non-current liabilities expected to be settled in 12 months and more like bank loans. The last element is equity, which is described by the IASB as the residual interest in the assets after the organization covered its liabilities. These include dividends payment, share capital, revaluation gains, and retain losses or earnings(Kieso et al., 2020). 
Reflecting on the above information on the provided consolidated financial position statement, Kuwait Cement Company met all the above elements in its financial position statement. Besides, they have even provided different aspects under the classifications; for instance, in the non-current assets, they have included the right of use assets, whereas, in the non-current liabilities, they have included lease liability. Notably, each element has been laid out well in consolidated in the financial position statement, with each having its valuations and the annual revenue and expenses based on the elements(Boursa Kuwait, 2020). 
Part 4
The key distinction between cash accounting and accrual accounting is in the timing of when purchases and sales are recorded in the accounts. In cash accounting, it recognizes expenses and revenue when cash switches hands. That is, a transaction is not recorded unless money is paid or received. Therefore, it is obvious that the organization's income is not taxed unless deposited in the bank. This aspect might be challenging for the elevation of the organization's payment of taxes. In contrast, accrual accounting recognizes earned revenue and billed expenses but not paid. Notably, accrual accounting poses a challenge because it is majorly meant for the long-term evaluation; hence, it might not provide a clear cash flow(Kieso et al., 2020).
 However, cash accounting is most preferred by small businesses, whereas big companies mostly prefer accrual accounting. This is because it portrays more accuracy levels and shows the progression of the company's health, for it provides realistic ideas on the organization's expenses and income over a given period of time. Hence it can provide a long-term picture of the organization and provide answers to the questions which cash accounting cannot bring out.  Based on the provided consolidated statement of the financial position, Kuwait Cement Company uses accrual accounting(Boursa Kuwait, 2020). This is because the company depends on the long-term concept to analyze its earnings over time. Besides, it gives the company a better reflection of the expenses and revenues within a given period. In this case, it is their annual accounting, which helps them calculate the company's expenses and revenues.
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