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BACKGROUND & INTRODUCTION



The presentation of the financial statements is governed by an

international body, the International Accounting Standards Board (IASB).

❑IASB is responsible for development of a single set of high quality, global

accounting standards known as International Financial Reporting

Standards or IFRSs

❑IFRSs prescribe 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.



WHAT ARE FINANCIAL STATEMENTS ?



DEFINITION:

A structured representation of the financial position and financial

performance of an entity [IAS 1.9]

OBJECTIVE:

❑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.

❑To show the results of management’s stewardship of the resources

entrusted to it

❑To assist users in predicting the entity's future cash flows and their timing

and certainty.



A COMPLETE SET OF FINANCIAL STATEMENTS INCLUDES:

❑ A Statement of Financial Position (balance sheet) as at the end of the 

period

❑ A Statement of Profit or Loss and Other Comprehensive Income for the 

period, which may also be named Statement Of Comprehensive 

Income (income statement)

❑ A Statement of Changes In Equity for the period

❑ A Statement of Cash Flows for the period

❑ Notes

❑ Comparative information



GENERAL FEATURES:

❑ Present fairly the financial position, financial performance and cash flows 

of an entity

❑ Comply with IFRSs

❑ Assume the entity is a going concern

❑ Use the accrual basis of accounting

❑ Presented at least annually

❑ Presented consistently from one period to the next



THE INDEPENDENT AUDITOR’S REPORT





❑Is not a financial statement.

❑Is a key component of audited financial statements.

❑States the auditor’s opinion and the basis for it.

❑States what are management’s responsibilities and what are the 

auditor’s responsibilities.

VENTURE continues to obtain an unmodified audit opinion annually.



THE STATEMENT OF 
FINANCIAL POSITION





❑Shows what we own (Assets) vs what we owe (Liabilities), as at the

reporting date, as well as the net or residual of those two to give us our

net worth (Members’ Equity).

❑The Accounting Equation: Assets = Liabilities + Equity

❑Link with the other financial statements:

▪ Net Surplus from the Statement of Comprehensive Income is added to

Members’ Equity

▪ Members’ Equity is reduced by transfers to Funds and payment of Dividend

and Rebate, which are shown in the Statement of Changes in Equity

▪ Changes in Assets and Liabilities form part of the Statement of Cash Flows



THE STATEMENT OF 
COMPREHENSIVE INCOME





❑Shows what we earned (Revenue) vs what we spent (Expenditure) during

the accounting period, to arrive at our Net Surplus.

❑Link with the other financial statements:

▪ Net Surplus is added to Members’ Equity on the Statement of

Financial Position and is the starting point of the Statement of Cash

Flows.

▪ Depreciation and other non-cash expenditure are added back to

Net Surplus to calculate the Net cash provided by operating activities

on the Statement of Cash Flows.

▪ Net Surplus is also shown in the Statement of Changes in Equity, split

between Reserves and Undivided Earnings.



THE STATEMENT OF 
CHANGES IN MEMBERS’ EQUITY





❑A reconciliation between the carrying amount or closing balance at the

beginning and end of the period for each component of equity, i.e.

separately for Reserve Fund and for Undivided Earnings.

❑The effects of any retrospective application or restatement are

recognised



THE STATEMENT OF CASH FLOWS





❑Details the inflows and outflows of cash during a specified period of time

– the same period of time that is used for the income statement

❑Provides users with a basis to assess the ability of the entity to generate

cash and the needs of the entity to utilise those cash flows

❑3 Parts – Operating, Investing & Financing Activities



❑ Operating activities show how much cash the business can generate

from its core activities

❑ Net cash provided by operating activities is effectively the cash profit

from these core activities

▪ Should be a positive figure, which ensures that the business is

generating enough cash to cover its day-to-day running.

❑ If Net Surplus is significantly larger than Net cash provided by operating

activities, it shows that the business is not able to turn that profit into

cash, which could lead to problems with short-term liquidity.



❑ Investing activities focus on the cash flows relating to changes in

tangible and intangible assets and changes in investments

▪ Represent the extent to which there has been expenditure on

resources intended to generate future income and cash flows.

❑ Financing activities focus on areas of Members’ Equity, i.e. financing

sources and uses

▪ Useful in predicting claims on future cash flows by providers of capital

to the entity (the membership).



NOTES TO THE FINANCIAL STATEMENTS



❑ Present information about the basis of preparation of the financial

statements and the specific accounting policies used

❑ Disclose the information required by IFRSs that is not presented

elsewhere in the financial statements

❑ Provide information that is not presented elsewhere in the financial

statements but is relevant to an understanding of any of them.







QUESTIONS?


