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The views of third parties set out in this webcast are not necessarily 
the views of the EY organization or any of its member firms. 

This material has been prepared for general informational and 
educational purposes only and is not intended, and should not be 
relied upon, as accounting, tax, legal or other professional advice. 
Please refer to your advisors for specific advice. 

Neither the EY organization nor any of its member firm thereof shall 
bear any responsibility whatsoever for the content, accuracy, or 
security of any third-party websites that are either linked (by way of 
hyperlink or otherwise) or referred to in this presentation.
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QUESTION: How familiar are you with IFRS 18?

A). No knowledge at all, this is the first time I have thought about 
the topic.

B). I have seen some updates but I have not started to think about 
implementation of this Standard.

C). I  have followed the project closely and I have
started thinking about implementation
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Better communication in financial reporting: 

On the IASB agenda since 2014 

2017

Discussion paper: 

Disclosure initiative — Principles of 
disclosure

Exposure draft:

General presentation and disclosures

2019 2024

Issue of IFRS 18:

 Replaces IAS 1, carries over 
certain sections

 Aims to improve comparability 
and transparency 
of communication
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New categories and required 
subtotals in statement of 

profit or loss

Disclosures about 
management-defined 

performance measures 
(MPMs)

Enhanced requirements on 
aggregation and 
disaggregation
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► Effective for reporting periods beginning on or after 
01 January 2027.

► Early application permitted.

► To be applied retrospectively.

► In the year of adoption, entities that prepare condensed interim 
financial statements in compliance with IAS 34 must present the 
same headings and subtotals it expects to use in their annual 
financial statements.

UK Endorsement Board process is ongoing with the drafting of the 
Draft Endorsement Criteria Assessment expected to commence in Q4 
2024 and an expected adoption decision made in Q4 2025.



New categories and subtotals in the statement of 
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Statement of profit or loss

Some companies, such as banks and investment property 
companies, will classify income and expenses in their operating 
profit that other companies would classify in the investing or 
financing categories if these are identified as arising from the 
‘specified main business’ activity.

This will allow such entities to report key performance metrics 
within the operating section.

Revenue

Operating

Cost of sales 

Gross profit

Other operating income

Selling expense

Research and development expenses

General and administrative expenses

Goodwill impairment loss

Other operating expenses

Operating profit

Share of the profit from associates and joint ventures
Investing

Gains on disposals of associates and joint ventures

Profit before financing and income tax

Interest expense on borrowings and lease liabilities Financing
Interest expense on pension liabilities

Profit before income tax

Income tax expense Income taxes

Profit from continuing operations

Loss from discontinued operations Discontinued 
operations 

Profit for the year 

New items

Required items 
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What is typically included in the investing category?

Income and expenses from assets that generate a return individually and largely independently of
other resources held by an entity

► Rental income and remeasurements of investment property

► Interest income and fair value changes on financial assets

► Dividends and fair value changes on non-consolidated equity investments

Income and expenses from subsidiaries, associates and joint ventures

Income and expenses from cash and cash equivalents



Categories in the statement of profit or loss: Financing
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What is typically included in the financing category?

All income and expenses from liabilities from transactions that involve only the raising of finance

► Receipt and return of cash or company’s own shares

► Debt instruments that will be settled in cash e.g., bank loans

Interest expense and effects of changes in interest rates from other liabilities

► Lease liabilities

► Defined benefit pension liabilities



Categories in the statement of profit or loss: Operating
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What is included in the operating category?

Income and expenses

► From an entity’s main business activities

► Not classified in other categories (residual category)

► Also includes volatile and unusual income and expenses

Provides a picture of the entity’s operations
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Statement of profit or loss by function under IAS 1 Statement of profit or loss under IFRS 18

Key

Revenue

Operating

Cost of sales 

Gross profit

Other operating income

Selling expense

Research and development expenses

General and administrative expenses

Goodwill impairment loss

Other operating expenses

Operating profit

Share of profit and gains on disposal of associates and joint
ventures

Investing

Profit before financing and income tax

Interest expense on borrowings and lease liabilities
Financing

Interest expense on pension liabilities and provisions

Profit before income tax

Income tax expense Income taxes

Profit from continuing operations

Loss from discontinued operations
Discontinued 

operations 

Profit for the year

Source: IAS 1 IG6 Part I: Illustrative presentation of financial statements

Revenue

Cost of sales 

Gross profit

Other income

Distribution costs

Administrative expenses

Other expenses

Finance costs

Share of profit of associates

Profit before tax

Income tax expense

Profit for the year from continuing operations

Loss for the year from discontinued operations 

Profit for the year 

Source: IFRS 18 IE7 Part I — Examples of presentation and disclosure

New items 

Required items 

Example possible reclassifications
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IFRS 18 requires an entity to assess whether it

► Invests in assets generate a return individually and largely 
independently of other resources held by an entity as a main 
business activity?

► Provides financing to customers as a main business activity?

Whether an entity has specified main business activities

► Is a matter of fact and not merely an assertion

► Requires the entity uses judgement to assess

► Is based on observable evidence to the extent available

► Is assessed for the reporting entity as a whole

Specific income and expenses

Specific income and expenses

Operating category

Investing category

Financing category

The assessment is a continuous one and may 
change over time.



Main business activities: Investing in assets 

Introducing IFRS 18: The new standard on presentation and disclosure in financial statements.  This presentation 
does not constitute legal or technical advice. 

Page 20

InvestingOperating

Is investing in the asset a main business activity?

Assets that generate a return
individually and largely

independently of the company’s
other resources

Investments in subsidiaries, 
associates and joint ventures

accounted for using the equity
method

Investments in subsidiaries, 
associates and joint ventures not

accounted for using the equity
method

Yes

Entity needs to disclose the fact it has investing in assets as its main business activity. 

No

Income and expenses from



Main business activities: Provision of financing to customers
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Income and expenses from liabilities that arise from transactions that involve only the raising of
finance

Particular income and expenses
from other liabilities

Related to providing 
finance to customers

Other than those related to 
providing finance to customers

Accounting
policy choice

FinancingOperating

Entity needs to disclose the fact it has provision of financing to customers as its main business activity.
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Management-defined performance measures (MPMs): Definition
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Subtotals of income and 
expenses not specified by 

IFRS Accounting 
Standards

Used in public 
communications outside 

financial statements 

Measures that 
communicate 

management’s view of an 
entity’s financial 

performance
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Source: ifrs.org 

Performance measures

Financial performance measures

Subtotals of income and expenses

MPMs 

► Adjusted profit or loss

► Adjusted operating profit

IFRS-defined or specified 

► Operating profit

► Operating profit before 
depreciation amortisation 
and specified impairments

Other measures that are not 
subtotals of income and Expenses 

► Free cash flow

► Return on equity

► Net debt / EBITDA

► Adjusted revenue

Nonfinancial performance 
measures

► Number of subscribers

► Customer satisfaction score

► Store surface

https://www.ifrs.org/content/dam/ifrs/meetings/2023/october/eeg/ap-1-primary-financial-statements-october-2023-eeg.pdf
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IFRS 18 introduces requirement to disclose in a single note:

► Statement that the MPM reflects management’s view

► Explanation of why the MPM is reported

► Reconciliation with IFRS-defined number

► Explanation of any changes to the MPM

*Non-controlling interest
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Implementation:

► Communications in relation to current performance measures or MPMs may be 
impacted e.g., need to involve Investor Relations and CFO and CEO to align on 
performance measures.

► Review and ongoing monitoring of all capital market communications and investor 
decks and public communications will be required.

► Some groups are using IFRS 18 as an opportunity to revisit their reported 
performance measures to better align with their business strategy.

► Interaction with other projects and regulations that impact reporting of 
performance measures e.g., EU Taxonomy for those reporting under CSRD.*

* Corporate Sustainability Reporting Directive 
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Aggregation and disaggregation
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Roles of primary 
financial statements and 
the notes

► Primary financial statements are to provide a useful structured summary. 

► Notes are to provide further information and supplement the primary financial statements.

Principles for 
aggregation and 
disaggregation

Considering similar and dissimilar characteristics 

► In the primary financial statements would result in a useful structured summary 

► In the notes would result in material information.

Aggregating items and 
using meaningful labels

Use meaningful labels

► Use the label ‘other’ only when unable to find a more informative label.

► Label as precisely as possible.

Additional disclosures required if aggregated amounts of immaterial items are sufficiently large that users might question 
whether the amount includes material items.



Categorisation, aggregation and disaggregation — Some practical considerations
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Implementation:

► Financial reporting systems, chart of accounts and mapping to consolidation may 
need updating — consider timing of application of IFRS 18 in the context of new ERP 
implementation.

► Identify which Financial Statement Line Items (FSLI) income and expenses will be 
identified on the face of the statement of profit or loss. Judgement likely needed & 
interpretation is evolving. 

► Processes, controls and governance will need to evolve and be updated to reflect 
any changes to the IFRS financial reporting.
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QUESTION: What are the main challenges expected in the 
implementation of IFRS 18?

A). Familiarisation with IFRS 18 requirements.

B). Changes to data handling processes and controls.

C). Accounts preparation. 

D). Accounting system changes. 

E). All of the above.

F). No expected challenge. 



Consequential amendments to other IFRS accounting standards

Introducing IFRS 18: The new standard on presentation and disclosure in financial statements. This presentation 
does not constitute legal or technical advice. 

Page 31



Consequential amendments to other IFRS accounting standards
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► IAS 7 Statement of Cash Flows: 

► Change in starting point in determining cash flows from operations under the 
indirect method 

► Optionality around classification of cash flows from dividends and interest largely 
removed

► IAS 8 Accounting Policies, Changes in Accounting Estimates and Errors

► Name changed to IAS 8 Basis of Preparation of Financial Statements

► Some requirements previously included within IAS 1 moved to IAS 8 

► IAS 34 Interim Financial Reporting

► Amended to require disclosure of MPMs

Narrow-scope amendments made to
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► Applying IFRS — A closer look at IFRS 18

► IASB issues IFRS 18 Presentation and Disclosure in Financial Statements

► IFRS 18 changes in financial performance reporting

► EY IFRS technical resources

Links to EY publications

Subscribe to our IFRS newsletter:

https://www.ey.com/en_gl/ifrs-technical-resources/applying-ifrs-a-closer-look-at-ifrs-18
https://www.ey.com/en_gl/ifrs-technical-resources/iasb-issues-ifrs-18-presentation-and-disclosure-in-financial-statements
https://www.ey.com/en_gl/insights/ifrs/ifrs-18-changes-financial-performance-reporting
https://www.ey.com/en_gl/ifrs-technical-resources


EY | Building a better working world

EY exists to build a better working world, helping to create 
long-term value for clients, people and society and build trust in the capital markets.

Enabled by data and technology, diverse EY teams in over 150 countries provide trust through 
assurance and help clients grow, transform and operate.

Working across assurance, consulting, law, strategy, tax and transactions, EY teams ask better 
questions to find new answers for the complex issues facing our world today.

EY refers to the global organization, and may refer to one or more, of the member firms of Ernst 
& Young Global Limited, each of which is a separate legal entity. Ernst & Young Global Limited, a 
UK company limited by guarantee, does not provide services to clients. Information about how EY 
collects and uses personal data and a description of the rights individuals have under data 
protection legislation are available via ey.com/privacy. EY member firms do not practice law 
where prohibited by local laws. For more information about our organization, please visit ey.com.

Ernst & Young LLP

The UK firm Ernst & Young LLP is a limited liability partnership 
registered in England and Wales with registered number OC300001 
and is a member firm of Ernst & Young Global Limited.

Ernst & Young LLP, 1 More London Place, London, SE1 2AF. 

© 2024 Ernst & Young LLP. Published in the UK.
All Rights Reserved.

UKC-036104 (UK) 10/24. Creative UK.

ED None

Information in this publication is intended to provide only a general outline of the subjects covered. It should 
neither be regarded as comprehensive nor sufficient for making decisions, nor should it be used in place of 
professional advice. Ernst & Young LLP accepts no responsibility for any loss arising from any action taken or not 
taken by anyone using this material. 

ey.com/uk



To ask a question
Click on the Q&A button in the bottom 

toolbar to open the question box.

Type in your question and press send.

 

Download resources 
Link to slides in event reminder email

Access related resources, including 

the presentation slides at

icaew.com/crfwebinars

Ask a question and access resources

© ICAEW 2024



Did you know?

ICAEW's Continuing Professional Development (CPD) 

Regulations have changed. Members are now required to do 

a minimum number of CPD hours per year.

This webinar could contribute to up to 1 hour of verifiable 

CPD, so long as you can demonstrate that the content is 

relevant to your role. 



Verifying your 
CPD
If you are watching this webinar live, a copy of the 

registration email is acceptable evidence of verifiable CPD. 

If you are watching this webinar on demand via 

ICAEW.com, click on “verify your CPD” on the webinar 

webpage to add this to your CPD record.



ICAEW resources 
 

• IFRS Factsheets

• IFRS accounting standards tracker

• By All Accounts IFRS 18 article

• Guides and technical releases – IFRS 18 guide coming soon

• Webinars and events

➢ icaew.com/crfevents for upcoming events

➢ icaew.com/crfwebinars for webinar recordings

• ICAEW CPD courses:

➢ IFRS refresher 

➢ 2024: IFRS update

© ICAEW 2024

https://www.icaew.com/technical/corporate-reporting/corporate-reporting-resources/factsheets
https://www.icaew.com/technical/corporate-reporting/ifrs/ifrs-standards
https://www.icaew.com/technical/corporate-reporting/corporate-reporting-resources/by-all-accounts/articles/2024/new-ifrs-accounting-standard-to-aid-analysis-of-financial-performance
https://www.icaew.com/technical/corporate-reporting/corporate-reporting-resources/guides-and-technical-releases/statement-of-cash-flows-common-pitfalls
http://www.icaew.com/crfevents
http://www.icaew.com/crfwebinars
https://events.icaew.com/pd/27816/2024-ifrs-refresher?pk_vid=7e1cdf65fb6fe2701713279005beab92
https://events.icaew.com/pd/27792/2024-ifrs-update?pk_vid=7e1cdf65fb6fe2701713279007beab92


ICAEW Corporate Reporting Faculty

Resources

Find a wealth of useful resources on 
our website:

 Factsheets and other online 
guidance

 Webinars and events

 By All Accounts - news 
features and articles

Go to icaew.com/crresources

Join the faculty

• Stay up-to-date with the latest 

corporate reporting developments

• Meet your CPD requirements

• Networking opportunities

• Shape the profession

Membership open to all, charges apply to non-

ICAEW members

Find out more at icaew.com/joincrf

Introducing IFRS 18: The new standard on presentation and 
disclosure in financial statements.      This presentation 
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Questions

Jack Sylvester

Senior Manager

Ernst & Young LLP

Emily Browne

Partner

Ernst & Young LLP
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Thank you for attending​

• Contact the Corporate Reporting 

Faculty.

• Tel: +44 (0)20 7920 8533

• Email: crf@icaew.com

• Web: icaew.com/crfac 

• Please take the time to fill out our 

short survey. 

ICAEW will not be liable for any reliance you place on the information in this presentation. You should seek independent advice.

This webinar is presented by the Corporate Reporting Faculty. 

The faculty produces a wide range of resources including factsheets and online guidance to help you stay up-to-

date and meet your continuing professional development needs. It also hosts webinars and other events 

throughout the year, providing an opportunity to network with like-minded professionals.

ICAEW members can join the Corporate Reporting Faculty at no additional cost. Charges apply for non-ICAEW 

members. 
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