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IFRS 18 and Your Business

Overview

IFRS 18 includes requirements for all entities applying IFRS for the presentation and disclosure of information in
financial statements. IFRS 18 was issued in April 2024 and applies to an annual reporting period beginning on or

after 1 January 2027.

IFRS 18 s& thay thé& IAS 1, v&i mot s6 thay ddi dang ké. Ap dung tir ky bdo cdo bit dau vao hoic sau

ngay 1/1/2027.

On 9 April 2024 the IASB released IFRS 18
Presentation and Disclosure in Financial
Statements, the most significant change to the
requirements on  financial  statements’
presentation in the last 20 years.The new
standard supersedes IAS 1 Presentation of
Financial Statements and is mandatory for
reporting periods beginning on or after 1
January 2027, with early application available.

The changes introduced by IFRS 18 aim to help
investors make better decisions, by providing
more transparency and comparability of
information from entities about their financial
performance. While significant sections of the
new standard are consistent with the
requirements in IAS 1 they replace, there are
three key areas of difference to be aware of.

Statement of Profit or Loss

The most significant change introduced by the
IFRS 18 is the disaggregation of the statement of
profit and loss into five different categories. This
will result in a presentation not dissimilar to the
cash flow statement that is broken into three
different categories. The required categories
are:

e Operating — results from a specified
mainbusiness activity.

e Investing — income and expenses from
assets thatgenerate returns separately
from a company’sbusiness activities.
This includes results frominvestments in
associates, JVs and
unconsolidatedsubsidiaries accounted
for using the equitymethod and cash
and cash equivalents.

Vao ngay 9 thang 4 nam 2024, IASB ban
hanh IFRS 18 Trinh bay va céng bd bdo
cdo tai chinh, thay ddi quan trong
nhé&t dbi voi céc yéu cdu vé trinh bay
bado cdo tai chinh trong 20 nadm qua.
Chudn muc méi thay thé IAS 1 Trinh
bay bdo cdo tai chinh va 1a bit bubdc
déi voi cac ky bao cdo bt dau vao
hodc sau ngay 1 thédng 1 ndm 2027, cb
thé nép don sém.

Nhitng thay ddi do IFRS 18 dua ra nhdm
muc dich gitp cdc nha dau tu dua ra
quyét dinh tét hon bdng cach cung cép
théng tin minh bach va cé thé& so sanh
hon tu cadc don vi vé& hiéu qua tai
chinh cta ho. Mdc du cac phdn quan
trong cua tiéu chudn méi nhdt quan
véi cdc yéu cldu trong IAS 1 mad ching
thay thé&, nhung c6é ba DPIEM khac biét
chinh cidn luu y.

Statement of Profit or Loss

Thay déi quan trong nhit ma IFRS 18
dua ra la viéc phén chia bdo céo 1lai
185 thanh 5 loai khac nhau. Piéu nay
s& dan dén viéc trinh bay khéng khéac
védi bdo cdo luu chuyén tién té duogc
chia thanh ba loai khédc nhau. Céac
danh muc bdt budc la:

+ Hoat déng - k&t qua tu mdét hoat
déng kinh doanh chinh dugoc chi dinh.
* Pau tu - thu nhdp va chi phi tu tai
san tao ra lgi nhuédn téch biét vdoi
hoat dbéng kinh doanh cua cdéng ty.
Pidu nay bao gdém k&t qua tur cdc khoan
ddu tu vao cbébng ty lién két, 1lién
doanh va céac cbéng ty con chua hop
nh&t duoc hach todn theo phuong phép
vén chu s& hitu va tién va céc khoan
tuong duong tién.

+ Tai chinh - két qua lién quan dén
viéc huy déng vbén, 1l&i tu cdc khoan




e Financing — results related to the raising
offinance, interest on other liabilities
such as leases,and defined benefit
pensions.

e Income Taxes.

e Discontinued operations.

There are specific rules for those entities with
‘specified main business activities’ such as
providing financing to customers, and investing
in specific types of assets, which permits items
that would typically be classified as investing or
financing being classified as operating.

In addition, guidance is provided for various
types of income and expenses, such as requiring
foreign exchange differences to be split between
categories based on the underlying items to
which they relate.
Entities will also be required to present two new
subtotals:

e Operating Profit
e Profit before Financing and
Taxes (effectively EBIT)

Income

The additional subtotals required by IFRS 18 aim
to give investors a consistent starting point
when analysing and comparing companies’
performance and formalises subtotals such as
profit before financing and income taxes, that
investors often demand.

Management-Defined Performance
Measures
Entities will now be required to disclose

Management-Defined Performance Measures
(MPMs). MPMs are any subtotal of income and
expenses not listed elsewhere in IFRS. These are
used to communicate Management’s view of an
aspect of the financial performance to investors
and the public outside of the financial
statements, for example in investor
presentations or earnings analysis.

Entities must explain why MPMs are reported
and how they are calculated and reconcile these
to the most directly comparable IFRS-defined
subtotal. This will extend to earnings per share
calculations when alternative Earnings Per Share
(EPS) may be calculated based on an MPM.

no khadc nhu hop ddéng thué va luong
huu phtc loi xé&c dinh.

+ Thué thu nhéap.
e Ngung hoat déng

Cé cac quy té&c cu thé danh cho
nhttng DN cé6 'hoat ddéng kinh doanh
chinh duoc chi dinh' nhu cung cép
tai chinh cho khach hang va dau tu
vao cac loai tai san cu thé, cho
phép cadc hang muc thuong dugc phén
loai la diu tu hodc tai tro duoc
phén loai la hoat ddéng.

Ngoai ra, huéng din coén dugc cung
cdp cho céc loai thu nhidp va chi
phi khac nhau, chdng han nhu yéu
cdu phan chia chénh léch ty gia héi
doédi gitta cédc loai duya trén cac
khoan muc co ban ma chung lién
quan.

Cac DN ciing sé& duoc yéu ciu trinh
bay hai téng phu moi:

- Loi nhuén hoat ddng
- Loi nhuan trudéc thué tai chinh
va thué thu nhap (EBIT thuc té)

Cac téng cac bd sung ma IFRS 18 yéu
cdu nhdm muc dich cung cédp cho céac
nha diu tu mdét diém khoi didu nhéit
quéan khi phén tich va so sanh hiéu
qua hoat ddéng cua cac cdbng ty va
chinh thtc hdéa nhu lgi nhudn trudc
thué tai chinh va& thué thu nhdp ma
cidc nha ddu tu thudng yéu ciu.

Management-Defined Performance

Measures

Gid day, cac DN sé& dugc yé&u cdu trinh
bay cadc Bién phap thuc hién do quan
1y x4c dinh (MPM). MPM 1a b4t ky tdéng
thu nhdp va chi phi nao khdéng dugc
liét k& & noi khé&c trong IFRS. Chung
dugc st dung dé truyén dat quan diém
cla Ban Giam dbc vé mdt khia canh cua
két qua hoat déng tai chinh téi céac
nha dau tu va céng chting bén ngoai
bédo céo tai chinh, chdng han nhu
trong céc bai thuyét trinh véi nha
dau tu hodc phan tich thu nhap.

Céc don vi phdi gidi thich 1y do MPM
dugc bdo cédo cling nhu céch tinh toén
va dbi chiédu ching véi tdéng cac bd
sung do IFRS x&c dinh c6é thé so sanh
truc tiép nhit. Piéu nay s& md réng
sang tinh todn thu nhidp trén méi cb
phiéu khi Thu nhip trén mdéi cb phiéu




Previously, if entities presented alternative
profit measures, there was criticism that they
did not provide sufficient information on how
such measures were calculated and connected
to the Statement of Profit or Loss. The new
requirements for MPMs are intended to
improve the discipline and transparency around
calculating these alternative profit measures.
Including them within IFRS will also make them
subject to audit in many jurisdictions, further
enhancing their quality.

Aggregation and Disaggregation

IFRS 18 gives more guidance on how to
aggregate or disaggregate information in order
to address situations where financial statements
are too detailed or too summarised.

This guidance has been introduced due to
complaints from users about the inconsistent
level of aggregation historically and to provide
greater clarity about what should be included in
the primary financial statements, what details
should be included in the notes, and when
information can be excluded altogether.

While it may result in significant changes for
preparers of financial statements, the increased
clarity and guidance should lead to more
consistency of disclosures and greater clarity for
preparers.

Implementation Challenges

While IFRS 18 undoubtedly brings significant
benefits to stakeholders, we see some potential
challenges ahead:

1. Performance measures to increase variety as
opposed to comparability

As MPMs are not listed in the standard, it is
unlikely that comparable information is going to
be presented by entities. The lack of
comparability will be an interesting challenge for
investors and other users to navigate until sector
practices develop.

(EPS) thay thé& cé thé duoc tinh toan
dua trén MPM.

Cac yéu cadu méi dbi véi MPM nham
cai thién tinh ky ludt va tinh minh
bach trong viéc tinh todn céc bién
phdp loi nhuadn thay thé nay. Viéc
dua ching vao IFRS ciing s& khién
ching trd thanh dbi tuong kiém toan
& nhiéu khu vuc phdp 1y ndng cao
hon nita chidt luong cua ching.

Téng hop va phan chia

IFRS 18 cung cdp thém huéng din vé
cadch tdng hop hodc phan téach théng
tin nh8m gidi quyét cé&c tinh hubng
trong dé bédo céo tai chinh qua chi
tiét hodc qua tém tit.

Huéng dan nay dugc dua ra do cé khiéu
nai cta ngudi dung vé mtc d6 tdéng hop
khéng nhdt quan trong lich su va dé
cung cdp su ré rang hon vé& nhitng gi
cédn dua vao bdo cdo tai chinh co ban,
nhiing chi tiét nao cdn dugc dua vao
thuyét minh va khi ndo théng tin cé
thé duoc loai trit hoan toan.

Mic du diéu nay cé thé din dén nhiing
thay dbéi dang ké& abi voéi ngudi lap
b4do cdo tai chinh, nhung su rd rang
va huéng didn ngay cang ting sé& dan
dén tinh nhdt quan hon cua cac théng
tin céng bd va su rd rang hon cho
nguoi lap bao céo.

Nhitng thach thic thuc hién

M&c du IFRS 18 chdc chén mang lai loi
ich dédng k& cho céac bén 1lién quan
nhung chtng t&éi nhan thiy mét sb
thach thtc tiém &n phia trudc:

1. Cac bién phap thyc hién nhdm ting
tinh da dang thay vi kha nang so sanh

Vi MPMs khéng dugc 1iét ké trong tiéu
chudn nén khé cé kha ndng cac théng
tin cé thé so sanh duoc sé& dugc cac
don vi trinh bay. Viéc thiéu kha ning
so sa&nh sé& 1la mét théch thtc thu vi
d6i véi cadc nha dau tu va nhiing ngudi
st dung khdc cho dén khi cac théng
1& trong nganh phét trién.




In preparing MPMs, further engagement may be
required with tax teams in the entity, if the tax
calculations are prepared by a different team to
the financial statements. Entities are required to
disclose how the entity determined the income
tax effect of MPMs which might add to a list of
annual calculations to be performed by the tax
teams.

2. More judgement may lead to reduced
comparability

More judgement will be required by
Management to establish what information is
material to investors and other stakeholders,
not only about accounting policies, but also
specific line items in the primary financial
statements and corresponding disclosure notes.
Once these decisions have been made,
presentation needs to be consistent from one
period to the next unless a change is justified. As
we saw with the recent change in IAS 1 from
significant to material accounting policies, there
are significant differences between jurisdictions
and even individual companies within the same
jurisdiction as to what is considered a ‘material
accounting policy’. Similarly, making a
judgement on what disclosures and sub-totals
are material for stakeholders may also result in
entities  producing significantly different
financial statements. However, it is likely that
within a couple of years of implementation,
there will more consistency as more entities
report and refine  their  disclosures.

3. The speed of technology could dictate the
speed of adoption

Many companies now use specialised software
to prepare their financial statements. Entities
that manually prepare financial reports can
implement IFRS 18 at their own timing, however
most entities will be reliant on software
providers providing updates before they can
adopt the new standard. Once the updated
software is available, all adopters may require
significant resources and effort to implement
the new standard due to the need to remap the
Statement of Profit or Loss and consider MPMs.

Khi chudn bi MPM, cé thé cin phai cé
su tham gia s&u hon cua nhém thué
trong don vi néu viéc tinh thué duoc
chudn bi bdi mét nhém khac dbéi véi
bdo cdo tai chinh. Cac DN dugc yéu
cdu tiét 16 cach DN xac dinh anh
hudng ctia MPM dén thué thu nhap, diéu
nay cé thé bd sung vao danh séach céac
phép tinh hang ndm do d6i thué thuc
hién.

2. Phan xét nhié&u hon cé thé lam giam
kha nang so sanh

Ban Gidm dbc sé& can cé nhiéu phan xét
hon dé& xac dinh théng tin ndo 1la quan
trong d6i véi nha diu tu va cac bén
lién quan khac, khéng chi vé& chinh
sdch k& todn ma coén vé cac khoan muc
cu thé trong bdo cdo tai chinh co ban
va céc thuyét minh céng bd tuong Ung.
Khi nhiing quyét dinh nay da duoc dua
ra, viéc trinh bay cdn phadi nhit quan
t giai doan nady sang giai doan tiép
theo tru khi cé su thay d&di hop 1y.
Nhu ching ta da thiy véi su thay dbi
gén day trong IAS 1 tu chinh sach ké
todn quan trong sang chinh sach ké
todn trong yéu, cé su khac biét dang
k& gifta cdc khu vuc phap 1y va tham
chi cd céc cdbng ty riéng 1lé trong
cing khu vuc phéap ly dbi v&i nhiing
gl dugc coi 1la 'chinh s&ch k& toan
trong yéu'. Tuong tu, viéc dua ra
danh gid vé& nhiing théng tin céng bbd
va tdng phu ndo 1la quan trong dbi véi
cédc bén 1lién quan cfing cé thé& din dén
viéc céc don vi dua ra cac bao céo
tdi chinh khac biét dang ké&. Tuy
nhién, cé thé trong voéong vai nam
trién khai, s& c6é su nhit quan hon
khi cé nhiéu don vi bdo cdo va cai
tién théng tin céng bd cua ho.

3. Téc d6 ctia céng nghé cé thé
quyét dinh téc d6 ap dung

Hién nay nhiéu céng ty st dung phéan
mém chuyén dung dé& lap bao cao tai
chinh. C4c don vi 1lédp bdo cido tai
chinh theo cach thu céng cé thé trién
khai IFRS 18 theo thoi gian riéng cua
minh, tuy nhién, hdu hét cac don vi
s& phu thudc vao cac nhad cung cép
phdn mém cung cldp ban cdp nhat trudc
khi ho cé6 thé ap dung tiéu chudn méi.
Sau khi c6 s&n phdn mém cdp nhat, tit
cd nhiing ngudi ap dung cé thé yéu ciu
ngudn luc va nd luc dang k& dé& trién
khai tiéu chudn méi do cdn phai sdp
xép lai B&o céo 1&i hodc 18 va xem
xét MPM

Budc tiép theo




Next Steps

Implementing IFRS 18 will require a significant
investment by entities. Accordingly, it is
important that you start thinking about the
implementation of this standard now to ensure
that there is a smooth transition, before
mandatory implementation starting from 2026.
Finance teams need to ensure that even with
competing priorities, including implementing
projects such as sustainability reporting, that
this project is given sufficient attention. We
recommend that you consider the following
activities now:

e Educate your Board or governing body
aboutthe potential implications.eBegin
discussions on what MPMs might need

tobe included and refine their
definition.

e Develop a project plan for
implementationincluding identifying

who is responsible for anychanges that
are required in reporting softwareand
understand the length of this project.

e Consider the need to engage with
investors andbroader stakeholders on
the impacts of the changes.

Viéc trién khai IFRS 18 s& doi hoi
cédc don vi phai dau tu dang k&. Theo
dé, diéu quan trong la ban phai bit
ddu nghi dén viéc trién khai tiéu
chudn nay ngay bay gid dé& dam bao
rdng qua trinh chuyén dbi dié&n ra
sudn sé, trudc khi bat diu trién khai
bidt ddu t¥ ndm 2026. Nhém tai chinh
cadn dam bado diéu dé ngay ca vdi cac
uu tién canh tranh, bao gdm ca viéc
trién khai cdc du &n nhu bdo cdo phat
trién bén ving rdng du an nay duogc
quan tam diy du. Ching tdi khuyén ban
nén xem xét cac hoat déng sau ngay
by gio:

+ Huéng din HO6i ddéng quadn tri hoic
co quan quan 1y cta ban vé& nhiing téac
déng tiém &n. ¢ B&t ddu thao luadn vé
nhitng gi MPM cé6 thé& cdn dugc dua vao
va hoan thién dinh nghia cua ching.

+ Xay dung k& hoach thuc hién du &n,
bao gbm x&c dinh ai chiu trach nhiém
vé& bat ky thay ddi nao dugc yéu cau
trong phidn mém bdo cdo va hiédu do dai
cua du &n nay.

+ Xem xét nhu cau tham gia cua céac
nha ddu tu va cac bén lién quan & quy
mé réng hon vé tac déng cua nhiing
thay ddi.

Moore AISC is strongly placed to help with all these steps, from planning through to final
implementation. For more information please contact Moore AISC member Moore Global.

https.//www.moore-global.com/news/tags ?tagname=IFRS&groupid=1

History of IFRS 18

Date Development Comments
April 2016 ||Project initially discussed by the Board
The Board decides that the next due
May 2019 ||process document will be an exposure draft,
not a discussion paper
17 .
— ED/2019/7 General Presentation and
December . ) Comments requested by 30 June 2020
—||Disclosures published
2019
17 April Comment period on the exposure draft
2020 extended until 30 September 2020




Effective for an entity's first annual IFRS
financial statements for periods
beginning on or after 1 January 2027

IFRS 18 Presentation and Disclosure in

9 April 2024
2 0pri =2a2 Financial Statements issued

Superseded Standards
[FRS 18 replaces the following standards and intepretations:
e |IAS 1 Presentation of Financial Statements

Summary of IFRS 18
Objective

The objective of IFRS 18 is to set out requirements for the presentation and disclosure of
information in general purpose financial statements (financial statements) to help ensure they
provide relevant information that faithfully represents an entity’s assets, liabilities, equity,
income and expenses. [IFRS 18.1]

Scope

IFRS 18 applies to all financial statements that are prepared and presented in accordance with
International Financial Reporting Standards (IFRSs). [IFRS 18.2] Standards for recognising,
measuring, and disclosing specific transactions are addressed in other Standards and
Interpretations. [IFRS 18.4]

Key definitions

[IFRS 18: Appendix A]

The adding together of assets, liabilities, equity, income, expenses or

Aggregation cash flows that share characteristics and are included in the same
classification.
. . The sorting of assets, liabilities, equity, income, expenses and cash
Classification & quity p

flows based on shared characteristics.

Disagerecation The separation of an item into component parts that have
ggres characteristics that are not shared.

Reports that provide financial information about a reporting entity that

is useful to primary users in making decisions relating to providing

resources to the entity. Those decisions involve decisions about:

(a) buying, selling or holding equity and debt instruments;
General  purpose
financial reports (b) providing or selling loans and other forms of credit;

(c) exercising rights to vote on, or otherwise influence, the entity’s
management’s actions that affect the use of the entity’s economic
resources.



General
financial
statements

purpose

Management-
defined
performance
measure

Material
information

Notes

Operating profit or
loss

General purpose financial reports include—but are not restricted to—
an entity’s general purpose financial statements and sustainability-
related financial disclosures.

A particular form of general purpose financial reports that provide
information about the reporting entity’s assets, liabilities, equity,
income and expenses.

A subtotal of income and expenses that:

(a) an entity uses in public communications outside financial
statements;

(b) an entity uses to communicate to users of financial statements
management’s view of an aspect of the financial performance of the
entity as a whole; and

(c) is not listed in paragraph 118 of IFRS 18, or specifically required to
be presented or disclosed by IFRS Accounting Standards.

Information is material if omitting, misstating or obscuring it could
reasonably be expected to influence decisions that the primary users of
general purpose financial statements make on the basis of those
financial statements, which provide financial information about a
specific reporting entity.

Information in financial statements provided in addition to that
presented in the primary financial statements.

The total of all income and expenses classified in the operating
category.

General requirements for Financial Statements

The objective of financial statements is to provide financial information about a reporting
entity’s assets, liabilities, equity, income, and expenses that is useful to users of financial
statements in assessing the prospects for future net cash inflows to the entity and in assessing
management’s stewardship of the entity’s economic resources. [I[FRS 18.9]

A complete set of financial statements comprises: [IFRS 18.10]

e a statement (or statements) of financial performance for the reporting period
(presented as either a single statement or by presenting a statement of profit or loss
immediately followed by a separate statement presenting comprehensive income
beginning with profit and loss);

e astatement of financial position as at the end of the reporting period;

e astatement of changes in equity for the reporting period;

e astatement of cash flows for the reporting period;

e notes for the reporting period;

e comparative information in respect of the preceding period as specified by the

standard;

e a statement of financial position as at the beginning of the preceding period if the
entity applies an accounting policy retrospectively, makes a retrospective restatement
of items in its financial statements or reclassifies items in its financial statements
(given that this results in material information). [IFRS 18.37]



IFRS 18 identifies the statements listed above as “primary financial statements” and they all
are required to be presented with equal prominence. [IFRS 18.14]. Regards the statements’
titles, an entity may use other than those stated above. [IFRS 18.11]

IFRS 18 assigns distinct and complementary roles to the primary financial statements as well
as to the notes: The primary financial statements offer structured summaries of an entity's
recognized assets, liabilities, equity, income, expenses, and cash flows, assisting users in
understanding the entity's financial status, making comparisons across entities and reporting
periods, and identifying areas requiring further information. The notes, on the other hand,
supplement these primary financial statements by providing additional, necessary material
information to ensure comprehension of line items and advance the overall objective of
financial reporting. [IFRS 18.15-17]

Some IFRS Accounting Standards mandate specific information to be included in the primary
financial statements or notes. However, an entity is not required to provide such presentation
or disclosure if the resulting information is immaterial, even if the standards list them as
specific or minimum requirements. [IFRS 18.19] On the other hand, an entity should evaluate
whether extra disclosures are necessary when adhering to the specific guidelines in IFRS
Accounting Standards doesn't sufficiently allow financial statement users to understand the
impact of transactions and other events on the entity's financial position and performance.
[IFRS 18.20]

To provide a useful structured summary in a primary financial statement, the specific
requirements in IFRS 18 that determine the structure of the statement need to be complied with.
[IFRS 18.22] Although some IFRS Accounting Standards require specific line items to be
presented separately in the primary financial statements, an entity does not need to do so if this
is not necessary for the statement to provide a useful structured summary, even if the standards
list certain line items as specific or minimum requirements. [[FRS 18.23] Additional line items
and subtotals need to be presented if such presentations are necessary for a primary financial
statement to provide a useful structured summary. However, such additional line items or
subtotals need to fulfill specific conditions as listed in the standard. [[FRS 18.24]

The standard requires an entity to clearly identify the financial statements, which must be
distinguished from other information in the same published document, as well as each primary
financial statement and the notes to the financial statements. [IFRS 18.25-27]

In addition, the following information must be displayed prominently, and repeated as
necessary: [IFRS 18.27]

e the name of the reporting entity and any change in the name

e whether the financial statements are a group of entities or an individual entity

e information about the reporting period

e the presentation currency (as defined by IAS 21 The Effects of Changes in Foreign
Exchange Rates)

¢ the level of rounding used (e.g., thousands, millions).

There is a presumption that a complete set of financial statements will be prepared at least
annually. If the annual reporting period changes and financial statements are prepared for a
different period, the entity must disclose the reason for the change and state that amounts are
not entirely comparable. [IFRS 18.28]



An entity is required to retain the presentation, disclosure, and classification of items in the
financial statements from one period to the next unless a change is justified either by a change
in circumstances or a requirement of a new [FRS. [IFRS 18.30]

Comparative information needs to be disclosed in respect of the previous period for all amounts
reported in the financial statements, both on the face of the primary financial statements and in
the notes, unless another Standard requires otherwise. Comparative information is provided for
narrative and descriptive information where it is necessary to understanding the current
period’s financial statements. [IFRS 18.31] In each of the primary financial statements and in
the notes, an entity needs to present a current and a preceding period. [[FRS 18.32] Where
comparative amounts are changed or reclassified, various disclosures are required. [IFRS
18.33]; disclosures are also required when it is impracticable to reclassify comparative amounts.
[IFRS 18.34]

Aggregation and disaggregation

An entity is required to aggregate or disaggregate information in the primary financial
statements and accompanying notes. Items should be aggregated based on shared
characteristics and disaggregated based on characteristics that are not shared. The process
should enable primary financial statements and notes to fulfill their roles and must not obscure
material information. [18.41]

It is specifically required to label and describe items presented in the primary financial
statements (that is, totals, subtotals and line items) or items disclosed in the notes in a way that
faithfully represents the characteristics of the item, i.e., by providing all descriptions and
explanations necessary for a user of financial statements to understand the item. [18.43]

Assets and liabilities, and income and expenses, may not be offset unless required or permitted
by an IFRS. [18.44]

Specific requirements for the individual primary financial statements
Statement of Profit or Loss

All items of income and expense in a reporting period are required to be included in the
statement of profit or loss unless an IFRS Accounting Standard requires or permits otherwise.
[IFRS 18.46] They then need to be classified in one of five categories in the statement of profit
or loss: [IFRS 18.47]

1. the operating category where an entity is required to classify all income and
expenses that are not classified in the other categories ([IFRS 18.52]);

the investing category;

the financing category;

the income taxes category; and

the discontinued operations category.

uhWwN

To classify income and expenses in the operating, investing, and financing categories, an
assessment is needed whether an entity has a specified main business activity—that is a main
business activity of investing in particular types of assets or providing financing to customers.
[IFRS 18.49] If this is the case, the entity classifies in the operating category some income and
expenses that would have been classified in the investing or financing category if the activity
were not a main business activity. [IFRS 18.50]



An entity that does not have a specified main business activity is required to classify in the
investing category income and expenses (e.g., income generated by the assets etc.) from: [IFRS
18.53-54]

e (a) investments in associates, joint ventures and unconsolidated subsidiaries;

e (b) cash and cash equivalents; and

o (c) other assets if they generate a return individually and largely independently of the
entity’s other resources.

When an entity however invests in assets as a main business activity, it will classify in the
operating category the income and expenses that arise from those assets that would otherwise
be classified in the investing category. [IFRS 18.53] There are two exceptions to this principle
with respect to income and expenses from investments in associates, joint ventures and
unconsolidated subsidiaries accounted for using the equity method and cash and cash
equivalents are excluded from the assessment. [IFRS 18.53-54]

For an entity that does not provide financing to customers as a specified main business activity,
the financing category comprises income and expenses from liabilities arising from
transactions that involve only the raising of finance (e.g., debentures, loans, notes, bonds and
mortgages) and interest income and expenses and the effects of changes in interest rates from
liabilities arising from transactions that do not involve only the raising of finance (e.g., payables
for goods or services, lease liabilities, defined benefit pension liabilities) but only if the entity
identifies those amounts when applying another IFRS Accounting Standard. [IFRS 18.59-61]

Those entities that provide financing to customers as a main business activity will classify in
the operating category income and expenses from liabilities that arise from transactions that
involve only the raising of finance related to the provision of financing to customers and make
an accounting policy choice to classify in the operating category or financing category income
and expenses from liabilities that arise from transactions that involve only the raising of finance
not related to the provision of financing to customers. [[FRS 18.65]

An entity has to present totals and subtotals in the statement of profit or loss for operating profit
or loss, profit or loss before financing and income taxes and profit or loss. [IFRS 18.69]

Presentation of line items in the statement of profit or loss is required for: [IFRS 18.75]

e (a) revenue, presenting separately interest revenue calculated using the effective
interest method and insurance revenue;

e (b) operating expenses whereby further separate line items could be required
depending on the selected presentation of operating expenses;

¢ (c) share of the profit or loss of associates and joint ventures accounted for using the
equity method;

e (d) income tax expense or income;

e (e) asingle amount for the total of discontinued operations;

o (f) impairment losses (including reversals of impairment losses or impairment gains)
determined according to Section 5.5 of IFRS 9;

e (g) gains and losses arising from the derecognition of financial assets measured at
amortised cost;

e (h) any gain or loss arising from the difference between the fair value of a financial
asset and its previous amortised cost at the date of reclassification from amortised
cost measurement to measurement at fair value through profit or loss;



e (i) any cumulative gain or loss previously recognised in other comprehensive income
that is reclassified to profit or loss at the date of reclassification of a financial asset
from measurement at fair value through other comprehensive income to
measurement at fair value through profit or loss;

e (j) insurance service expenses from contracts issued within the scope of IFRS 17;

e (k) income or expenses from reinsurance contracts held;

e (I) insurance finance income or expenses from contracts issued within the scope of
IFRS 17;

¢ (m) finance income or expenses from reinsurance contracts held.

An allocation of profit or loss for the reporting period attributable to non-controlling interests
and owners of the parent needs to be included in the statement of profit or loss. [IFRS 18.76]

Regards the operating category of the statement of profit or loss, an entity must classify and
present expense line items in a way that provides the most useful structured summary of them,
by either the nature or function of the expenses. If any expense line items are classified by
function, a single note should also disclose total amounts for depreciation, amortization,
employee benefits, impairment losses and their reversals, and inventory write-downs and their
reversals. [IFRS 18.78 and .83]

Statement presenting Comprehensive Income

An entity is required to present in the statement presenting comprehensive income totals for
profit or loss, other comprehensive income (grouped between those items that will or will not
be reclassified to profit and loss in subsequent periods [IFRS 18.88]) and comprehensive
income, being the total of profit or loss and other comprehensive income. [IFRS 18.86]

An allocation of comprehensive income for the reporting period attributable to non-controlling
interests and owners of the parent also needs to be presented [IFRS 18.87] as well as in each
of the categories of the statement presenting comprehensive income, line items for the share of
other comprehensive income of associates and joint ventures accounted for using the equity
method and other items of other comprehensive income [IFRS 18.89].

An entity needs to either present in the statement presenting comprehensive income or disclose
in the notes, reclassification adjustments relating to components of other comprehensive
income and the amount of income taxes relating to each item of other comprehensive income,
including reclassification adjustments. [IFRS 18.90; IFRS 18.93]

Statement of Financial Position

An entity is required to present a classified statement of financial position, separating current
and non-current assets and liabilities, unless presentation based on liquidity a more useful
structured summary. [IFRS 18.96] In either case, if an asset (liability) category combines
amounts that will be received (settled) after 12 months with assets (liabilities) that will be
received (settled) within 12 months, note disclosure is required that separates the longer-term
amounts from the 12-month amounts. [IFRS 18.97] Deferred tax assets (liabilities) are to be
classified as current assets (liabilities) when the classification separating current and non-
current assets and liabilities is used for presentation. [IFRS 18.98]

Current assets are assets that are: [IFRS 18.99]

e expected to be realised in the entity's normal operating cycle



e held primarily for the purpose of trading
e expected to be realised within 12 months after the reporting period
e cash and cash equivalents (unless restricted).

All other assets are non-current. [IFRS 18.100]

Current liabilities are those: [IFRS 18.101]

e expected to be settled within the entity's normal operating cycle

e held for purpose of trading

e due to be settled within 12 months after the reporting period

e for which the entity does not have the right at the end of the reporting period to defer
settlement beyond 12 months after the reporting period.

All other liabilities are non-current. [IFRS 18.102]

The line items to be included on the face of the statement of financial position are: [IFRS
18.103]

e (a) property, plant and equipment

e (b) investment property

e (c)intangible assets

e (d) goodwill

e (e) financial assets (excluding amounts shown under (g), (j), and (k))

e (f) portfolios of contracts within the scope of IFRS 17 that are assets

e (g) investments accounted for using the equity method

e (h) biological assets

e (i) inventories

e (j) trade and other receivables

e (k) cash and cash equivalents

e (I) total of assets classified as held for sale and assets included in disposal groups
classified as held for sale in accordance with IFRS 5

e (m) trade and other payables

e (n) provisions

e (o) financial liabilities (excluding amounts shown under (m) and (n))

e (p) portfolios of contracts within the scope of IFRS 17 that are liabilities

e (q) current tax liabilities and current tax assets, as defined in IAS 12

e (r) deferred tax liabilities and deferred tax assets, as defined in IAS 12

e (s) liabilities included in disposal groups classified as held for sale in accordance with
IFRS 5

e (t) non-controlling interests

e (u)issued capital and reserves attributable to owners of the parent.

Statement of Changes in Equity
A separate statement of changes in equity needs to be presented that must show: [IFRS 18.107]

e total comprehensive income for the period, showing separately amounts attributable
to owners of the parent and to non-controlling interests



e the effects of any retrospective application of accounting policies or restatements
made in accordance with IAS 8, separately for each component of equity
e reconciliations between the carrying amounts at the beginning and the end of the
period for each component of equity, separately disclosing:
o profit orloss
o other comprehensive income*
o transactions with owners, showing separately contributions by and
distributions to owners and changes in ownership interests in subsidiaries that
do not result in a loss of control

* An analysis of other comprehensive income by item is required to be presented either in the
statement or in the notes. [IFRS 18.109]

The amount of dividends recognised as distributions and the related amount per share may also
be presented on the face of the statement of changes in equity, or they may be presented in the
notes. [IFRS 18.110]

Notes
Structure

The notes must: [IFRS 18.113]

e present information about the basis of preparation of the financial statements and
the specific accounting policies used whereby this can be done in a separate section
in the notes

o disclose any information required by IFRSs that is not presented in the primary
financial statements and

e provide additional information that is not presented elsewhere in the primary
financial statements but is relevant to an understanding of any of them.

Notes are presented in a systematic manner and cross-referenced from the face of the primary
financial statements to the relevant note. [[FRS 18.114]

The following disclosures are required by IFRS 18 if not disclosed elsewhere in information
published with the financial statements: [IFRS 18.116]

e domicile and legal form of the entity, country of incorporation, address of registered
office or principal place of business;

e description of the entity's operations and principal activities;

e if it is part of a group, the name of its parent and the ultimate parent of the group;
and

o ifitis alimited life entity, information regarding the length of the life.

Management-defined performance measures (MPMs)

IFRS 18 requires an entity to identify its management-defined performance measures as
detailed disclosures need to be included in the notes for them. This should enable user of
financial statements to understand the aspect of financial performance that in management’s
view is communicated by a MPM and how the MPM compares with measures defined by IFRS
Accounting Standards. [IFRS 18.121]



A MPM is a subtotal of income and expenses that: [IFRS 18.117]

e isused in public communications outside financial statements;

e isused to communicate to investors management’s view of an aspect of the financial
performance of the entity as a whole; and

e isnot listed in IFRS 18 or specifically required by IFRS Accounting Standards.

Generally, an entity should presume that any subtotal of income and expenses shared in public
communications reflects management's perspective of the overall financial performance of the
entity. However, this presumption may be rebutted if necessary. [[FRS 18.119]

An entity will disclose information about its MPMs in a single note to the financial statements.
The note will include a statement that the MPMs provide management’s view of an aspect of
the financial performance of the entity as a whole and are not necessarily comparable with
measures sharing similar labels or descriptions provided by other entities. [IFRS 18.122] The
note will also include for each MPM: [IFRS 18.123-124]

e a description of the aspect of financial performance that it communicates, including
why management believes the MPM provides useful information about the entity’s
financial performance;

e adescription of how the MPM is calculated;

e areconciliation between the MPM and the most directly comparable subtotal listed
in IFRS 18 or total or subtotal required by IFRS Accounting Standards, including the
income tax effect and the effect on non-controlling interests for each item disclosed
in the reconciliation; and

e adescription of how the entity determined the income tax effect;

e explanations on changes made regards the calculation of a MPM or alike.

Capital

An entity discloses information about its objectives, policies, and processes for managing
capital. [IFRS 18.126] To comply with this, the qualitative and quantitative disclosures [IFRS
18.127-129] include what the entity considers as capital, how external requirements are met,
changes from the previous period, compliance status, and impacts of non-compliance.

Other disclosures

An entity needs to either present in the statement of financial position or the statement of
changes in equity or to disclose in the notes details for each class of shares including the number
of shares authorized and issued as well as a description of each reserve within equity [IFRS
18.130]. In addition, information about not recognised dividends proposed or declared before
the financial statements were authorized for issue needs to be disclosed in the notes. [IFRS
18.132]

Effective date and transition

Retrospective application of the standard is mandatory for annual reporting periods starting
from 1 January 2027 onwards but earlier application is permitted provided that this fact is
disclosed. [IFRS 18.C1]



Reconciliations for each line item in the statement of profit or loss regards the comparative
period immediately preceding the year of initial application need to be disclosed showing how
its restated amount (prepared under IFRS 18) reconciles to the amount disclosed in the previous
financial statements in accordance with IAS 1. [IFRS 18.C2-3]

For the interim financial statements in the year of first-time application of IFRS 18, specific
requirements relating to the totals and subtotals prescribed for the statement of profit or loss as
well as to the reconciliations to the amounts previously recognised in accordance with IAS 1
are included. [IFRS 18.C5]

A further transitional provision relates to the measurement of investments in associates or joint
ventures held by an entity that is a venture capital organisation or certain other entities. Such
an entity can change to measuring its investment at fair value through profit or loss when
applying IFRS 18 for the first time if the equity method was previously used to measure the
shares. [IFRS 18.C7]



