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Matgorzata WEGRZY NSKA?
Xesus PEREIRA LOPEZ
Manuel VEIGA CARBALLIDO 3

AGRO-TECHNICAL DOCUMENTATION
AS A SUPPORTING TOOL IN PRESENTING
INFORMATION IN FARM FINANCIAL STATEMENTS 4

The purpose of this paper is to propose a methoithéopresentation of farming operations in
farm financial statements with the use of agro+ézdl documentation kept by the farmers,
as illustrated by the example of crop farms. Re$earethodology: to pursue the objective
set out in this paper, the relevant literature tlwedapplicable legal regulations were reviewed.
From 2015 to 2017, in-depth personal interviewseweonducted with the farms’ chief
accountants (30 persons) and farm owners (150 pEradio keep their records in accordance
with the Accounting Act. The farms were locatedttie Wielkopolskie Voivodeship. The
subject addressed in in-depth interviews was tkelasure of non-financial information in
farm financial statements. Result: the presentaifadhe farms’ business performance needs
to be much more detailed. The results of reseancth® scope of non-financial information
disclosure in farm financial statements were prieskeThe agro-technical documentation was
reviewed in 30 farms.

Keywords: non-financial information, financial statement;nfe.

1. INTRODUCTION

Farming is of a heterogeneous nature as it ingh@h production and processing
activities. In turn, agricultural production isantinuous process. The arrested plant growth
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during winter dormancy is only an illusion and does contradict the above; otherwise, it
would be impossible to determine the value of giratess. Accounting, which means the
activity of counting, starts by valuating differeevents. The diversified nature of
agricultural production makes it difficult to preseconomic events in accounting records,
and especially to provide a reliable, trustwortihggentation of financial information and
data in financial statements. The Accounting®Actforce fails to fully address the specific
nature of farming activities. That activity is mdted in the Draft National Accounting
Standard “Farming activity” (http://www.mf.gov.pland in International Accounting
Standard 41 “Agriculture€” According to the recommendations set out in acting
standards, a farm who keeps accounting recordsdefiders financial statements must
present a management method for the biologicaltommation of animals and plants
(biological assets) for the purposes of sale, atitical production or creation of additional
biological assefs In the case of farming activities, the abovensatremely difficult task
which requires a lot of time. Therefore, it may dmcluded that a traditionally defined
financial statement fails to provide the stakehmddeith actionable information which
could be used when making decisions affecting #ren's operations. The essential
information for the decision-making process maydwend primarily in accounting records
and in auxiliary agricultural documentation whichosld be disclosed in the annual
financial statement.

The purpose of this paper is to propose a metbodhe presentation of observable
events associated with farming operations in faimarfcial statements with the use of
agro-technical documentation kept by the farmessillastrated by the example of crop
farms.

2. RESEARCH METHOD

To pursue the objective set out in this papeevew was made of relevant literature
and of legal regulations applicable to non-finahiciformation disclosure in farm financial
statements. Also, from 2015 to 2017, in-depth peabkmterviews were conducted with the
farms’ chief accountants (30 persons) and farm osvii@50 persons) who keep their
records in accordance with the Accounting Act. Téuens were located in the Wielko-
polskie Voivodeship. The in-depth interviews endbtle identification of key areas of
non-financial information which, though needed, daavot been included in financial
statements. The agro-technical documentation waswed in 30 farms.

5 R. ManteuffeRachunkowg rolnicza (Agricultural accounting)ol. 1, Warsaw 1965, s. 9.

6 Accounting Act of September 29, 1994, Journdlafs (Dz.U. nr 121, poz. 591 ze zm.).

7 Commission Regulation (EC) No. 1126/2008 of Noven#)e2008 adopting certain international
accounting standards in accordance with Regulati®@) (No. 1606/2002 of the European
Parliament and of the Council.

8 M. Wegrzynska, L. MajchrzakKorzyci biologiczne jako miernik spotecznej odpowiedziétn
biznesu gospodarstw rolny¢Biological benefits as a yardstick of corporateiabresponsibility
of agricultural holdings), Scientific Papers of iWeoctaw University of Economics, No. 478, 2017,
p. 437.
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3. SOURCES OF FINANCIAL AND NON-FINANCIAL INFORMATI ON
RELATED TO AGRICULTURAL ACTIVITY OF FARMS

Because of the importance of information it caméag financial statement must provide
a reliable image of the financial and asset situnatif the economic operator concerned.
Therefore, each operator required to deliver alye@rancial statement must do so in
accordance with the principles provided for in &midle legal regulations and international
guidance. In any industry, the primary purpose haf selection and proper analysis of
information is to support the economic activityn order for the support to be effective, the
characteristics of useful information — which faito the following two groups—must be
considered. The first group are general charatiesief useful information which include:
exactness, timeliness, completeness and releviresgecond group are characteristics of
useful information in a financial statement, indhgl clarity, actionability, significance,
reliability, neutrality, prudence and completen@i&sble 1).

In a traditionally defined financial statement, dirtial information presents the
condition of assets and of economic events affgctirat condition in pecuniary terms
only*% this is not the only kind of information requiréat an adequate management of an
agricultural holdingt. The role of non-financial information in farmimagtivities cannot be
overestimated because in order to ensure effi@petations, the farmers must consider
their activity from the perspective of living plantand animals, and need to take
physiological and biological processes into accoiiis is the very foundation of the
farming business which is decisive for the agrimat holding’s performanéé Therefore,
considering the specific nature of farming actestiand the applicable international
guidance, it becomes necessary to supplement tlandial information contained in
financial statements with non-financial informatién

In the context of farming activities, the sourcek fimancial and non-financial
information were defined based on relevant reseanchwere split into two areas. The first
one represents sources of financial informationlevtiie second one means sources of
non-financial information (Figure 2). The first arés strictly related to the accounting
information system composed of the following infation processing stages: identi-
fication, measurement and appraisal, documentatearding, inventorying. As the last
stage, financial information is aggregated intdrokf reporting categories (itenks)

® P. Sajna, J. Wawrzynowicz, K. Wajszczélnaliza wykorzystania informaciji dla potrzeb wspo-
magania zargzdzania procesami logistycznymi (Analysis of howrinédion is used to support the
management of logistic processe@grzadzanie i Finanse”, 11.1, part 3, s. 340.

10 M. Kostera M. (eds.Nowe kierunki w zarzlzaniu (New trends in managemeitgrsaw 2008,
s. 160.

11 P, Sajna, J. Wawrzynowicz , K. WajszczAkaliza wykorzystania informacji. s, 341.

12 T. Kondraszuk,Rolniczy kalendarz rachunkowy (RKR) jako mdrie ewidencji, planowania
i kontroli w gospodarstwie wiejskim (Agricultural aemting calendar as a recording, planning
and inspection tool for rural holdings)Ekonomika i Organizacja Gospodarkywnosciowe;”
2008, p. 98.

13 Directive 2014/95/EU of the European Parliament @f the Council of October 22, 2014
amending Directive 2013/34/EU as regards disclosfiron-financial and diversity information
by certain large undertakings and groups.

14 B. Nita (eds.)Podstawy rachunkowoi (Basics of accountingRublishing House of the Wroctaw University

of Economics 2017, p. 366.
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Table 1. Characteristics of useful information

Grouped
characte| Characteristics Description of characteristics
ristics
© Information is exact if it provides a precise artiable reflection of
0 Exactness L
S c realities.
2.8 N Timely information is available in sufficient time allow the
o © Timeliness ;
g = company manager to take adequate actions.
© «8 Information is complete if it provides the compangnager with all
5= Completeness . .
S required facts and details.
m —
T b Information is relevant if the manager is certdiattthe information
E > Relevance |is useful in his/lher company’s specific operatirgnditions ang

addresses the company’s needs.

Information should be prepared so as to be undetatde
(transparent and clear) to users who have suffidianwledge o

Clarity the company’s economic activity and on methods egygd to
record the company’s processes.
. - Information is actionable if the disclosure therenfy have an
Actionability

impact on the user’s decision.

%) Information is significant if, rather than beingcessively extended,
5] Significance |it focuses on key issues which enable an accusatsament of past
g events and a specification of future actions.
3 N Information must be error-free, impartial, objeetisnd complete,
2 Reliability ) , S
and must reflect the economic operator’s actuatiitom.
Neutrality Information cannot directly affect theaision guidance process.
Prudence A characteristic which refers to taking defined garationary

measures.

Characteristics of useful information in financial

Any and all information, consequences of economients and

Completeness assets must be presented in compliance with legalations.

Source: own elaboration based on P. Sajna, J. Waawdcz , K. Wajszczukinaliza wykorzystania
informaciji...,s. 341; Accounting Act of September 29; Commis&egulation (EC) No. 1126/2008
of November 3, 2008 adopting certain internatioaatounting standards in accordance with
Regulation (EC) No. 1606/2002 of the European Padigrand of the Council).

When disclosing non-financial information, it beagsnimperative to use the farm’s
documentation which includes the description of tbkkowing: 1. farming conditions,
including: soil, agro-technical and weather cormudis; 2. a brief characteristic of crop
production, including the share of crops, outputl sfelds, and a description of crop
rotation.

The farm’s documentation provides a summary afctetl farming business conditions
presented in the statement. Table 2 includes a suynof farming business conditions,
sources of information and a brief descriptionhaf locumentation.
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Figure 1. Sources of financial and non-financiéimation in the context of farming operations

Source: own elaboration based on B. Nita (ed®)stawy rachunkowoi...; Accounting Act of
September 291..M. Smiglak-Krajewska, M. \Wgrzynska, Biordznorodngi¢ w sprawozdaniu
finansowym w odniesieniu do uprawy tubiditego (Biodiversity in financial statements regagl
yellow lupin cultivation);Ekonomiczne Problemy Ustug” 2017, 2 (127), 309-319

Meanwhile, according to research, 63% of farm owrieund it important to disclose
their soil conditions because soil is the main pative input, and the type and quality of
soil is decisive for the production lines. Theyoadsnphasized the importance of disclosing
the structure of agricultural land and soil qualigpil valuation classes). In turn, chief
accountants (13%) claimed that the farm shoulddseribed as a whole, and the average
soil quality should be specified for the entirenfiar

Both groups (97% of farm owners and 76% of chafoaintants) emphasized that the
farm’s location provides information on regionahtdte conditions which directly translate
into crop production inputs and yields. When it esrto land relief, the information
disclosed should specify whether arable land iatkeat on a flat, hilly or mountainous area.
Another disclosure is the assessment of prevaitihgate conditions. As a productive
input, climate is equally important as soil. Bottogps of respondents find climate to be
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Table 2. Selected farming business conditions

Sources of

Conditions - . Brief description
information

1. Excerpt from the | 1. The farm map specifies the geographic location and
soil register traces the boundaries. Also, it includes inforomati

2. Farm map on soil types and classes, land relief and thatioc

Soil conditions 3. Leasing and len- of roads, streams, forests, trees and buildings.

ding agreements| 2. The soil map is the map of land which specifies|the

4, Farm’s soil map type, acidity and mineral content of soil.

5. Analysis of the | 3. The layout diagram presents the delimitation aad|si
farm’s soil of fields.

Field sheets include information on:

1. Cultivated species and varieties,

Field sheet 2. Quantity and type of fertilizers,

3. Type of crops, quantities harvested and stageseof]
growing season.

Short characteristics of the climate in the arearatihe

farm is located, including:

annual rainfall, humidity, hours of sunshine, snow

retention time etc. Weather conditions affect |the

Weather Information from following, without limitation:

conditions | weather stations 1. Crop yields,

2. Crop production quality,

3. Length of the growing season,

4. Occurrence of diseases,

5. Other.

Agro-technical
conditions

—

Source: own elaboration based on T. Michalski, ile®ska, H. Waligéra, A. DubaRgakcja odmian
kukurydzy uprawianej na ziarno na zmienne warunkiogoge (Response of maize varieties
harvested for grain to variable weather conditign®nnuals of Agricultural Sciences. A Series:
Vegetable production” 1996 112(1-2), 103-111; dviSski, A. Liszka-PodkowaWielkai¢ i jakasé
plonu swiezej i suchej masy kukurydzy oraz sorga cukrowegogf®on bicolor (L.) Moench.) na
glebie lekkiej w zalmasci od dawki azotu (Quantity and quality of yieldsfrekh maize dry matter
and sorghum (Sorghum bicolor (L.) Moench.) culiéghbn light soil in function of nitrogen inputs),
“Acta Scientiarum Polonorum. Agricultura” 2008, Y,(#. Waligéra, W. Skrzypczak, A. Weber, P.
Szulc, Plonowanie i diugé’ okresu wegetacji kilku odmian kukurydzy cukrowej \ezmasci od
warunkéw pogodowych (Yields and length of the growsagaen of several sweet corn varieties in
function of weather conditionsyNauka. Przyroda. Technologie”2010, 4(1), 5; KanBsiewicz,
Whplyw czynnikéw pogodowych i agrotechnicznych nastzmlonowanie pszépta jarego (Impact
of weather and agro-technical factors on the growtd gield of spring triticale)Publishing House
of the Pozna University of Life Sciences, 2013.

a highly important factor which cannot be ignoredagpiece of non-financial information
in the integrated financial statement. Both growmphasized that by consistently
describing the agro-technical conditions they malivér a variety of information,
including the farm’s environmental impact and cimittion to social capital. As a conse-
quence, the recipient of the financial statemenalike to determine the impact of the
intensity of agro-technical efforts on crop yie(tsth in quantitative and qualitative terms),
and the condition of arable land. Also, based @nitifiormation, one may specify the degree
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of arable land degradation and the quality of fgwdduced. When it comes to crop
production characteristics, the following shoulddigclosed: share of crops, output, yields
and description of crop rotation (76% of farm ovaand 64% of chief accountants). All of
the above information may be retrieved from thddfigheet. The share of crops means
a percentage share of each plant group or speci@mgn the total area of arable land
owned by the farm. For a specific farm, the sh&aps is specified for each crop rotation,
i.e. the system of arable land management basedpradefined multiannual rotation of
crops within a dedicated area which is split ineds and adjusted to the farm’s specific
agro-economic conditios® The main objective of crop rotation is to imprea! fertility
which translates into higher quantity and bettealigy of the farm’s crop output (and,
indirectly, of animal output). From the economidmif view, this means building the
value of assets. Also, crop rotation is highly impot in the prevention of serious
phytopathological diseases (and is often the keygmtion method). It also plays a major
role as a weed eradication practiéé

According to the interviewees’ opinions on the rieggh scope of farm information, it
should be considered whether to include the asfisttgl above as a fixed supplementary
report to the farm financial statement.

4. SUMMARY AND CONCLUSIONS

The preparation of a financial statement togeth#r the disclosure of the farm’s non-
financial information poses a problem to the erigtccounting system. Adequate source
information is needed to assess the activity amhitial standing of an agricultural holding.
The quality of this data affects the adequacy ef &halysis of an economic operator’s
business and the accuracy of micro- and macroecioraguisions. Therefore, the following
conclusions may be drawn from this survey:

1. It is imperative to establish the National AccouagtiStandard “Farming activity”
which would address the demand of financial andaeting authorities having
competence over the agricultural sector.

2. It is imperative to rely on the agro-technical do@ntation when preparing
non-financial information in a financial statement.

3. It is imperative to set out the principles for fheesentation of non-financial and
financial information in farm financial statements.

4. The benefit from presenting non-financial inforroatiin a non-financial report is
that it shows the farm’s value in much broader tethan the currently applicable
financial reporting principles.

5. Another benefit is that financial information is mbined with non-financial
information which provides a clear and reliabletyie of the farming business.

6. Financial statements submitted by farms fail tofisigintly comply with the
characteristics of usable information.

15 R. Krezel, D. Parylak, L. ZimnyZagadnienia uprawy roli i in (Cultivation of crops and farming
practices),Wroctaw 1999.

16 B, Swietochowski, B. Jabliski, R. Krzel, M. RadomskaQgdlna uprawa roli i rélin (General
farming practices and plant cultivatiordth edition (as reviewed), Warszawa 1996.

17 R. Krezel, D. Parylak, L. ZimnyZagadnienia uprawy roli i rdin...

18 B, Swiqtochowski, B. Jabfaski, R. Krzel, M. RadomskaDgélna uprawa roli i rglin...
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DOKUMENTACJA AGROTECHNICZNA JAKO NARZ EDZIE
WSPOMAGAJACE PREZENTACJE INFORMACJI W SPRAWOZDANIU
FINANSOWYM Z DZIALALNO SCI GOSPODARSTWA ROLNEGO

Celem artykutu jest propozycja prezentacji dziatétmoolniczej w sprawozdaniu finan-
sowym gospodarstwa rolnego na przyktadzie produkéfinnej z uwzgédnieniem prowa-
dzonej przez rolnika dokumentacji agrotechnicznej.

Metodologia badania: aby zrealizatvael artykutu przeprowadzono przegl literatury
przedmiotu i obowgzujacych regulacji prawnych. W okresie od 2015 r. dd20. prze-
prowadzono indywidualne wywiady pebione z gtdbwnymi ksigowymi gospodarstw
rolnych (30 os6b) oraz wdeicielami gospodarstw rolnych (150 oso6b) prowagzh
ewidencg¢ zgodnie z ustawvo rachunkowgci zlokalizowanych na terenie wojewddztwa
wielkopolskiego. Wywiad pogbiony przeprowadzono na temat raportowania infojfimac
niefinansowych w sprawozdaniu finansowym gospoudarsinych.

Wynik: prezentacja wynikow dziataléa rolniczej wymaga szczegétowego doprecyzo-
wania. Przedstawiono wyniki batlawigzanych z zakresem ujawriénformacji niefinan-
sowej w sprawozdaniu finansowym gospodarstwa ranBgzeprowadzono przagl doku-
mentacji agrotechnicznej w 30 gospodarstwach.

Stowa kluczowe:informacje niefinansowe, sprawozdanie finansowspgdarstwa rolne.
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