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MEMORANDUM

TO: The CFO Starbucks

FROM:  Senior Financial Analyst

DATE: August 2nd, 2017
SUBJECT: Changes Needed in the XBRL File
Due to the report given by SEC on the irregularities found in the XBRL file, I have carried out a thorough audit and found the several irregularities that need to be addressed before the file is sent back to SEC. This will be a good starting point in ensuring that the company is not in bad position in its fillings and does not incur penalties related to inaccuracy.

The first irregularity occurs in the statement of the total assets for the company. The values for the cash carrying value in both the XBRL and the balance sheet do not match. The balance sheet in the form 10-k captures the value at $12,446.1 whereas the value captured in the XBRL is clearly larger than this value. Such a case becomes a very serious situation with the SEC because it results into the company increasing their expenses on paper and as a result reduces their tax burden. This is referred to as asset writing down. The US GAAP law requires assets to be written down only when the expected discounted cash flows are less than the book value. For the purposes of accuracy and integrity with the SEC, this value needs to be captured in the XBRL so that both documents match.  

The second issue is related to the company’s value of accounts payable stated in both the XBRL and the income statement. This is the value of the money owed by the company’s top creditors. The value indicates the money that the company must pay and as a result reduces their net income and the tax burden. The value captured in the 10-k files is $684.2 which is much lower compared to the value captured in the XBRL file. This means that the company is trying to increase their debt burden to be able to evade taxes. Therefore, before resending the file to SEC, it is important that this value on the income statement be the one appearing in the accounts payable section.

Retained earnings in the XBRL file are overstated. Retained earnings are the value of money that the company does not pay out as dividends so as to invest back or to pay debts.  The 10-k form indicates that the value of the retained earnings is 5,974.8 while the XBRL indicates a much higher amount. The only reason why the company increased the retained earnings is to be able to reduce the amount taxable which is an offence. Therefore, it is necessary that the XBRL file value of the retained earnings be adjusted to the same value as the one indicated in the 10-k form to avoid any issues with the SEC.

The company has also a value for the operated-store net revenue being lower in the XBRL file as compared to the value captured in form 10-k. The value captured in form 10-k is 12,977.9 million dollars which is higher than the amount indicated in the XBRL file the company submitted to the SEC. The net revenue is an indication of the total amount of the money that the company made from its operations. This value is important since subtracting the expenses from it gives the amount that is taxable. Understatement of this value is a way that the company may use to indicate that it has low profitability. Therefore, before the XBRL form is sent back to the SEC authorities, it is important to capture the value of the store operated net revenue to be the same as the value captured in form 10-k.

I will be glad to discuss these issues with you later if necessary.

Thank you.

Best 

Senior Financial Analyst

