	[image: image1.png]FINANCIAL REPORTI





	Financial Reporting Council

(Established under the Financial Reporting Act 2004)


________________________________________________________________
GUIDELINES

PRESENTATION OF FINANCIAL STATEMENTS
(Based on IAS 1)

Financial Reporting Council

Date: March 2010
TABLE OF CONTENTS
Page

1. Objective








      1

2. Purpose of Financial Statements




      2

3. Complete set of Financial Statements




      2 

4. General Features







      3
4.1: Fair Presentation






      3

4.2: Going Concern






      3

4.3: Accrual Basis of Accounting




      3

4.4: Consistency of Presentation




      3 

4.5: Materiality and Aggregation




      4

4.6: Offsetting






                 4

4.7: Frequency of reporting





      4
4.8: Comparative Information




                 5

5. Structure and Content






      5
5.1: Notes






                6
6. Application of this Guideline




                8
GUIDELINES – IAS 1 – PRESENTATION OF FINANCIAL STATEMENTS

(This version was issued in September 2007 and includes subsequent amendments resulting from IFRSs issued up to 30 November 2008.  Its effective date is 1 January 2009)

1. OBJECTIVE (IAS 1, Para 1)

IAS 1 Presentation of Financial Statements prescribes the basis for presentation of general purpose financial statements, to ensure comparability both with the entity’s financial statements of previous periods and with the financial statements of other entities.  The diagram below summarises the purpose, overall consideration and components of financial statements.  

Presentation of Financial Statements


[image: image2]
2. Purpose of financial statements (IAS 1, Para 9)

· The objective of financial statements is to provide information about the financial position, financial performance and cash flows of an entity that is useful to a wide range of users in making economic decisions. 

· Financial statements also show the results of the management’s stewardship of the resources entrusted to it. 
· To meet this objective, financial statements provide information about an entity’s:

(a) assets;

(b) liabilities;

(c) equity;

(d) income and expenses, including gains and losses;

(e) contributions by and distributions to owners in their capacity as owners; and

(f) cash flows.

This information, along with other information in the notes, assists users of financial statements in predicting the entity’s future cash flows and, in particular, their timing and certainty.

3. Complete set of financial statements (IAS 1, Para 10 & 11) 
A complete set of financial statements comprises:

(a) a statement of financial position as at the end of the period;

(b) a statement of comprehensive income for the period;

(c) a statement of changes in equity for the period;

(d) a statement of cash flows for the period;

(e) notes, comprising a summary of significant accounting policies and other explanatory information; and

(f) a statement of financial position as at the beginning of the earliest comparative period when an entity applies an accounting policy retrospectively or makes a retrospective restatement of items in its financial statements, or when it reclassifies items in its financial statements.
When an entity applies an accounting policy retrospectively or makes a retrospective restatement of items in its financial statements, or when it reclassifies items in its financial statements, it must also present a statement of financial position (balance sheet) as at the beginning of the earliest comparative period.

An entity may use titles for the statements other than those stated above.

Reports that are presented outside of the financial statements – including financial reviews by management, environmental reports, and value added statements – are outside the scope of IFRSs. (IAS 1 Para 4).
4. General features (IAS 1, Para 15 to 46)  
4.1 - Fair presentation (IAS 1, Para 15 to 24)  
· Fair presentation requires the faithful representation of the effects of transactions, other events and conditions in accordance with the definitions and recognition criteria for assets, liabilities, income and expenses set out in the Framework. 
· The application of IFRSs, with additional disclosure when necessary, is presumed to result in financial statements that achieve a fair presentation.

· IAS 1 requires that an entity whose financial statements comply with IFRSs make an explicit and unreserved statement of such compliance in the notes.  Financial statements shall not be described as complying with IFRSs unless they comply with all the requirements of IFRSs (including interpretations).
4.2 - Going Concern (IAS 1, Para 25 & 26)  
· When preparing financial statements, management shall make an assessment of an entity’s ability to continue as a going concern. 

· An entity shall prepare financial statements on a going concern basis unless management either intends to liquidate the entity or to cease trading, or has no realistic alternative but to do so. 

· When management is aware, in making its assessment, of material uncertainties related to events or conditions that may cast significant doubt upon the entity’s ability to continue as a going concern, the entity shall disclose those uncertainties. 

· When an entity does not prepare financial statements on a going concern basis, it shall disclose that fact, together with the basis on which it prepared the financial statements and the reason why the entity is not regarded as a going concern.

4.3 - Accrual Basis of Accounting (IAS 1, Para 27 & 28)  
An entity shall prepare its financial statements, except for cash flow information, using the accrual basis of accounting.
4.4 - Consistency of Presentation (IAS 1 Para 45)

The presentation and classification of items in the financial statements shall be retained from one period to the next unless a change is justified either by a change in circumstances or a requirement of a new IFRS.
4.5 - Materiality and Aggregation (IAS 1, Para 29 to 31)  
· An entity shall present separately each material class of similar items. 

· An entity shall present separately items of a dissimilar nature or function unless they are immaterial.
· If a line item is not individually material, it is aggregated with other items either in those statements or in the notes. 

· An item that is not sufficiently material to warrant separate presentation in those statements may warrant separate presentation in the notes.

· An entity need not provide a specific disclosure required by an IFRS if the information is not material.

4.6 - Offsetting (IAS 1, Para 32 to 35)  
· An entity shall not offset assets and liabilities or income and expenses, unless required or permitted by an IFRS.

· Offsetting in the statements of comprehensive income or financial position or in the separate income statement (if presented), except when offsetting reflects the substance of the transaction or other event, detracts from the ability of users both to understand the transactions, other events and conditions that have occurred and to assess the entity’s future cash flows. 

4.7 - Frequency of reporting (IAS 1, Para 36 & 37)  
· An entity shall present a complete set of financial statements (including comparative information) at least annually. 

· When an entity changes the end of its reporting period and presents financial statements for a period longer or shorter than one year, an entity shall disclose, in addition to the period covered by the financial statements:

(a) the reason for using a longer or shorter period, and

(b) the fact that amounts presented in the financial statements are not entirely comparable.

· Normally, an entity consistently prepares financial statements for a one-year period. However, for practical reasons, some entities prefer to report, 
for example, for a 52-week period. This Standard does not preclude this practice.
4.8 - Comparative Information (IAS 1, Para 38 to 44)  
· Except when IFRSs permit or require otherwise, an entity shall disclose comparative information in respect of the previous period for all amounts reported in the current period’s financial statements. 

· An entity shall include comparative information for narrative and descriptive information when it is relevant to an understanding of the current period’s financial statements.

· An entity disclosing comparative information shall present, as a minimum:
(i) two statements of financial position, 

(ii) two of each of the other statements, and 

(iii) related notes. 

· When the entity changes the presentation or classification of items in its financial statements, the entity shall reclassify comparative amounts unless reclassification is impracticable. 

· When the entity reclassifies comparative amounts, the entity shall disclose:

(a) the nature of the reclassification;

(b) the amount of each item or class of items that is reclassified; and

(c) the reason for the reclassification.

· When it is impracticable to reclassify comparative amounts, an entity shall disclose:

(a) the reason for not reclassifying the amounts, and

(b) the nature of the adjustments that would have been made if the amounts had been reclassified.

5. Structure and Content (IAS 1, Para 47 to 138)   
· An entity shall clearly identify the financial statements and distinguish them from other information in the same published document.

· An entity shall clearly identify each financial statement and the notes. 

· In addition, an entity shall display the following information prominently, and repeat it when necessary for the information presented to be understandable:

(a) the name of the reporting entity or other means of identification, and any change in that information from the end of the preceding reporting period;

(b) whether the financial statements are of an individual entity or a group of entities;

(c) the date of the end of the reporting period or the period covered by the set of financial statements or notes;

(d) the presentation currency, as defined in IAS 21; and

(e) the level of rounding used in presenting amounts in the financial statements.

5.1 – Notes (IAS 1, Para 112 to 138)  
· The notes shall:

(a) present information about the basis of preparation of the financial statements and the specific accounting policies used in accordance with paragraphs 117–124;  Paragraphs 117–124 relate to disclosure of accounting policies.  
(b) disclose the information required by IFRSs that is not presented elsewhere in the financial statements; and

(c) provide information that is not presented elsewhere in the financial statements, but is relevant to an understanding of any of them.

· An entity shall, as far as practicable, present notes in a systematic manner. An entity shall cross-reference each item in the statements of financial position and of comprehensive income, in the separate income statement (if presented), and in the statements of changes in equity and of cash flows to any related information in the notes.

· An entity normally presents notes in the following order, to assist users to understand the financial statements and to compare them with financial statements of other entities:

(a) statement of compliance with IFRSs;

(b) summary of significant accounting policies applied;

(c) supporting information for items presented in the statements of financial position and of comprehensive income, in the separate income statement (if presented), and in the statements of changes in equity and of cash flows, in the order in which each statement and each line item is presented; and

(d) other disclosures, including:

i. contingent liabilities (see IAS 37) and unrecognised contractual commitments, and

ii. non-financial disclosures, e.g. the entity’s financial risk management objectives and policies (see IFRS 7).

· An entity shall disclose in the summary of significant accounting policies:

(a) the measurement basis (or bases) used in preparing the financial statements, and

(b) the other accounting policies used that are relevant to an understanding of the financial statements.

· An entity shall disclose, in the summary of significant accounting policies or other notes, the judgements, apart from those involving estimations, that management has made in the process of applying the entity’s accounting policies and that have the most significant effect on the amounts recognised in the financial statements.

· An entity shall disclose information about the assumptions it makes about the future, and other major sources of estimation uncertainty at the end of the reporting period, that have a significant risk of resulting in a material adjustment to the carrying amounts of assets and liabilities within the next financial year. In respect of those assets and liabilities, the notes shall include details of:

(a) their nature, and

(b) their carrying amount as at the end of the reporting period.

· An entity shall disclose information that enables users of its financial statements to evaluate the entity’s objectives, policies and processes for managing capital.

· The entity discloses the following:

(a) qualitative information about its objectives, policies and processes for managing capital, including:

i. a description of what it manages as capital;

ii. when an entity is subject to externally imposed capital requirements, the nature of those requirements and how those requirements are incorporated into the management of capital; and

iii. how it is meeting its objectives for managing capital.

(b) summary quantitative data about what it manages as capital. Some entities regard some financial liabilities (eg some forms of subordinated debt) as part of capital. Other entities regard capital as excluding some components of equity (eg components arising from cash flow hedges);

(c) any changes in (a) and (b) from the previous period;

(d) whether during the period it complied with any externally imposed capital requirements to which it is subject;

(e) when the entity has not complied with such externally imposed capital requirements, the consequences of such non-compliance.

The entity bases these disclosures on the information provided internally to key management personnel.

· For puttable financial instruments classified as equity instruments, an entity shall disclose (to the extent not disclosed elsewhere):

(a) summary quantitative data about the amount classified as equity;

(b) its objectives, policies and processes for managing its obligation to repurchase or redeem the instruments when required to do so by the instrument holders, including any changes from the previous period;

(c) the expected cash outflow on redemption or repurchase of that class of financial instruments; and

(d) information about how the expected cash outflow on redemption or repurchase was determined.  

· An entity shall disclose in the notes:

(a) the amount of dividends proposed or declared before the financial statements were authorised for issue but not recognised as a distribution to owners during the period, and the related amount per share; and

(b) the amount of any cumulative preference dividends not recognised.

· An entity shall disclose the following, if not disclosed elsewhere in information published with the financial statements:

(a) the domicile and legal form of the entity, its country of incorporation and the address of its registered office (or principal place of business, if different from the registered office);

(b) a description of the nature of the entity’s operations and its principal activities; and

(c) the name of the parent and the ultimate parent of the group.
6. Application of this guideline

This guideline of IAS 1 includes subsequent amendments resulting from IFRSs issued up to November 2008 and its effective date is 1 January 2009.

It should be noted that this paper should not be taken as a substitute for IAS 1, but instead as additional guidance material. 
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Purpose of financial statements


The objective of general purpose financial statements is to provide information about the financial position, financial performance and cash flows of an entity that is useful to a wide range of users in making economic decisions.  Financial statements also show results of management’s stewardship of the resources entrusted to it.  





Overall considerations


Fair presentation and compliance with IAS/IFRS; going concern; accrual basis of accounting; consistency of presentation; materiality and aggregation; offsetting; comparative information.





Components of a financial report





Statement of Financial Position as at the end on the period





A statement of comprehensive income for the period





A statement of changes in equity for the period





A statement of cash flows for the period





Notes comprising a summary of significant accounting policies and other explanatory information
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