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1.1 BEFORE YOU START 

1.1.1 Introduction movie 

Here you may take your own notes  
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1.1.2 About this exam 
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1.1.3 Prior knowledge requirements 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 Now it is time for you to check your understanding. Note your answers to the quiz: 
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1.2 REGULATORY FRAMEWORK 

1.2.1 International Financial Reporting Standards 

1.2.1.1 International Accounting Standards Board (IASB) 
 
 
 
 
 
 
 

1.2.1.2 International Financial Reporting Standards (IFRS) Foundation  
IFRS Foundation is  
 
 
 
The IFRS Foundation has 4 main objectives: 

1. ____________________________________________________________________ 
2. ____________________________________________________________________ 
3. ____________________________________________________________________ 
4. ____________________________________________________________________ 

 
 

1.2.1.3 The IFRS Interpretation Committee (IFRS IC) 
 
 
 
 

1.2.1.4 The IFRS Advisory Council (IFRS AC) 
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1.2.2 The Conceptual Framework for financial reporting 

Information extracted from: https://www.ifrs.org/-/media/project/conceptual-framework/fact-sheet-
project-summary-and-feedback-statement/conceptual-framework-project-summary.pdf 
 
The Conceptual Framework’s purpose is to: 
 

1. Assist the Board to 

 
 
 
 

2. Assist the preparers of financial reports to 

 
 
 
 

3. To assist 

 
 
 
 
The Revised Conceptual Framework sets out:  

1. the _____________________________________ of financial reporting 
2. the _____________________________________ of useful financial information 
3. a description of the _____________________________________  and its ___________ 
4. definitions of ___________, ___________, ___________, ___________and ___________ 
5. the ___________ for _____________ assets and liabilities in financial statements (the 

_____________ criteria) and guidance on when to _____________ them (the _____________ 
criteria) 

6. __________________________ and guidance on when to use them 
7. concepts and guidance on _____________ and _____________  

  

https://www.ifrs.org/-/media/project/conceptual-framework/fact-sheet-project-summary-and-feedback-statement/conceptual-framework-project-summary.pdf
https://www.ifrs.org/-/media/project/conceptual-framework/fact-sheet-project-summary-and-feedback-statement/conceptual-framework-project-summary.pdf


 
 
No part of this document may be reproduced or transmitted without the prior written permission of MTA PRO 
Consulting. If you are not entitled to this material or if you copy or circulate this material or parts of this material 
without IM Consulting consent you make yourself liable of intellectual property theft. 

7 

1.2.3 The objective of financial reporting. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

To provide financial information that is _____________ to __________ in __________________ 
 

Type of users’ decisions: 

   

Users need to assess: 

  

Information needed: 
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1.2.4 The qualitative characteristics of useful financial information 

The FUNDAMENTALS characteristics are: 

1.2.4.1 Relevance 
 
 
 
 

1.2.4.2 Faithful representation 
 
 
 
 
 
 
 
 
The ENHANCING characteristics are: 

1.2.4.3 Verifiability 
 
 
 
 

1.2.4.4 Comparability 
 
 
 
 

1.2.4.5 Understandability 
 
 
 
 

1.2.4.6 Timeliness 
 
 
 
 

1.2.4.7  “Cost constraint” 
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1.2.5 Financial statements and the reporting unit 

 
The reporting unit is that entity that is ___________, or __________________, to prepare financial 
statements. 
 
 
 
 
 
 
The financial statements are a particular form of ______________________ that provide information 
about the reporting entity’s ___________, ___________, __________, __________ and __________. 
 
 
 
 

The financial statements might be: 

1. _______________________ financial statements: provide information about assets, liabilities 
and equity, income and expenses of _______________________________________________ 
 

2. _______________________ financial statements: provide information about assets, liabilities 
and equity, income and expenses of _______________________________________________ 
 

3. _______________________ financial statements: provide information about assets, liabilities 
and equity, income and expenses of _______________________________________________ 
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1.2.6 The elements of financial statements 

The balance sheet elements are: 
 
Asset = a present ________________________________ controlled by the entity as a result of past 
events.  
 
An economic resource is a ___________ that has the potential to produce ____________________. 
 
 
 

Liability = a present _____________ of the entity to transfer _______________ as a result of past 
events.  

An obligation is a duty or responsibility that the entity has ____________________________________ 

 
 
 
Equity = the __________________________ in the assets of the entity after deducting all its liabilities. 
 
 
 
 
 
The unit of account = the right(s) or obligation(s), or group of rights and obligations, to which similar 
_______________________ criteria and ______________________ concepts are applied. 
 
 
 
 
The income statement elements are: 
 

Income = any ___________ in assets, or _______________ in liabilities, that result in increases in 
______________, other than those relating to contributions from holders of equity claims 
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Expenses = any _____________ in assets, or ______________ in liabilities, that result in decreases in 
_____________, other than those relating to distributions to holders of equity claims. 
 

 

1.2.7 Recognition and derecognition 

 

Recognition = the process of ___________________________ in the statement of financial position or 
the statement(s) of financial performance an item that meets the definition of an asset, a liability, 
equity, income or expenses  

 
 
Recognition is appropriate if it results in both ________________ information about assets, liabilities, 
equity, income and expenses and _______________________ .  
 

Relevance may be affected, for example by: 

1. ____________________________________________________________________________ 
2. ____________________________________________________________________________ 

 

Faithful representation may be affected by:  

3. ____________________________________________________________________________ 
4. ____________________________________________________________________________ 
5. ____________________________________________________________________________ 

 
 
 

Derecognition = the ___________________ of all or part of a recognised asset or liability from an 
entity’s statement of financial position  

Derecognition normally occurs: 
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For an asset – when the entity __________________________________________________________ 

For a liability - when the entity __________________________________________________________ 

 
 
 
Derecognition aims to faithfully represents both  

• any _________ and _________ retained after the transaction that led to the derecognition AND 

• the ______________________ in the entity’s assets and liabilities as a result of that transaction  

1.2.8 Measurement 

The conceptual framework recognises two measurement bases: ______________ cost and 
_____________ value. 
 
 
 
Historical cost: 

• provides information derived from _______________________________________________ 
• historical cost of assets is reduced if they become ______________ and historical cost of 

liabilities is increased if they become _______________  
• one way to apply a historical cost measurement basis to financial assets and financial liabilities 

is to measure them at _____________________ 

Historical cost is _________________, ______________, __________________, ________________, 
__________________ 
 
but it has its disadvantages: ____________________________ ;______________________________; 
___________________________; ____________________________; _________________________  
 
 
 
Current value: 

• provides information ___________________________________________________________ 
• its measurement bases include: ________________, ________________ and ______________ 

Fair value: 
= ___________________________________________________________________________ 

____________________________________________________________________________ 
Reflects ____________________________________________________________________ 
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Value in use or fulfilment value  
Reflects ________________________________________________________________________ 
Assesses the value of the asset _____________________________________________________ 
 

Current cost 
Reflects ________________________________________________________________________ 

Differs from historical cost since ____________________________________________________ 
 
 
 

The factors to be considered when selecting a measurement basis are ____________________ and 
____________________. 

 
Relevance of information provided by a measurement basis is affected by:  

1. _______________________ 
2. _______________________ 
3. _______________________ 
4. _______________________ 
5. _______________________ 
6. _______________________ 

 
 
 
Whether a measurement basis can provide or not a faithful representation is affected by:  

1. _______________________ 
2. _______________________ 

 
 
 

1.2.9 Presentation and disclosure 

 

 Now it is time for you to check your understanding. Note your answers to the quiz: 
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1.3 PRESENTATION OF FINANCIAL STATEMENTS (IAS 1) 

1.3.1 The financial statements 

Financial statements present to their readers information about:  

1. ______________________________________________________ 
2. ______________________________________________________ 
3. ______________________________________________________ 

 
The financial position of the entity _____________________________ is shown through the 
Statement of financial position (SoFP) 
[click] 
The financial performance of the entity ___________________________ is shown through: 

o Statement of profit or loss and other comprehensive income (SoPoLOCI) as one 
statement or as two separate statements 

o Statement of changes in equity (SoCE) which shows how the wealth of the owners of the 
company ______________________________________________________________ 
and also shows __________________________________________________________ 

How cash was generated or spend is shown through ________________________________________ 
 
All these statements must be accompanied by  
๏ ______________ to the accounts: _____________________________________________________ 

__________________________________________________________________________________ 
__________________________________________________________________________________ 
__________________________________________________________________________________ 
 
๏ Comparatives – ____________________________________________________________________ 

__________________________________________________________________________________ 
__________________________________________________________________________________ 
 
Very important information to be included in each set of FS are: 

1. ____________________________________________________________________________ 
2. ____________________________________________________________________________ 
3. ____________________________________________________________________________ 
4. ____________________________________________________________________________ 
5. ____________________________________________________________________________ 
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1.3.2 The purpose of IAS 1 

 
The purpose of IAS 1 (revised) is to enhance the quality of financial statements by:  

1. ____________________________________________________________________________ 
2. ____________________________________________________________________________ 
3. ____________________________________________________________________________ 
4. ____________________________________________________________________________ 

 
 
 
 

1.3.3 General features of financial statements 

1. ______________ – ______________________________________________________________ 
 
 
 

2. ______________ – ______________________________________________________________ 
 

 
 

3. ______________ – ______________________________________________________________ 
 
 
 

4. ______________ – ______________________________________________________________ 
 
 
 

5. ______________ – ______________________________________________________________ 
 
 
 

6. ______________ – ______________________________________________________________ 
 
 
 

7. ______________ – ______________________________________________________________ 
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8. ______________ – ______________________________________________________________ 

 
 

1.3.4 SoFP 

 
  



 
 
No part of this document may be reproduced or transmitted without the prior written permission of MTA PRO 
Consulting. If you are not entitled to this material or if you copy or circulate this material or parts of this material 
without IM Consulting consent you make yourself liable of intellectual property theft. 

17 

1.3.5 SoPoLOCI 
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1.3.6 SoCE 
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1.3.7 IAS 7 Statement of Cash Flow 

 
The benefits of Cash Flow are: 

1. Helps in assessing ______________________________________________________________ 
2. Helps in assessing ______________________________________________________________ 
3. Offers a different view on the _____________________________________________________ 
4. Helps in assessing ______________________________________________________________ 

 
 
 
The Statement of Cash Flows shows _____________________________________________________ 
 
Cash equivalents is ___________________________________________________________________ 
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1.3.8 SCF 

 
You can find the notes and the accounting policies at: 
https://s22.q4cdn.com/959853165/files/doc_financials/2019/ar/2019-10-K.pdf 

https://s22.q4cdn.com/959853165/files/doc_financials/2019/ar/2019-10-K.pdf


 
 
No part of this document may be reproduced or transmitted without the prior written permission of MTA PRO 
Consulting. If you are not entitled to this material or if you copy or circulate this material or parts of this material 
without IM Consulting consent you make yourself liable of intellectual property theft. 

21 

1.3.9 Exam style question 

FIRST TRY Ltd presented for the year ended 202X the following trial balance:  
 

Account Db/(Cr) ($) 

Vehicles at cost (2 with a useful life of 5 years)       50,000   

Accumulated depreciation of vehicles @ 1 January 202X     (5,000)  

Trade Receivables       45,500   

Cash       27,800   

Inventory @ 1 January 202X       15,800   

Allowance for trade receivables @ 1 January 202X       (2,300)  

Purchases     144,100   

Trade payables     (38,700)  

Share capital (2 mil shares @ $0.01/share)     (20,000) 

Share premium       (2,300)   

5-years loan     (30,000)  

Retained earnings @ 1 January 202X     (25,450)  

Revenues from sales   (194,874)  

Administrative expenses       32,900   

Tax expense         1,240   

Interest expense         1,375   

 
The following information is relevant: 
 
Notes: 
1. The vehicles are to be depreciated using straight-line depreciation and the depreciation expense is 
part of the administrative expenses 
2. The company consider that the allowance for trade receivable should be 5% of its balance, the 
variation on trade receivable's allowance is considered also an administrative expense 
3. Included in administrative expenses is also the Rent expense  
In this year the rent expense booked is for $15,000 - for 15 months since the beginning of the leasing 
contract, on 1st March 202X 
4. The interest expense booked is the interest expense paid. The loan was concluded at the beginning 
of the year with a 5% interest rate and the interest related to December is due by 5th January next 
year. 
5. As at the year end, the value of closing inventory was assessed to be $16,300. 
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Requirement: 
Complete the year-end adjustments needed and write the Statement of Financial Position and the 
statement of profit or loss. 
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1.3.10 Example with SoCE 

Consider again FIRST TRY Ltd with the following data: 
 

Account Balance as at 1 January 202X 
Db/(Cr) ($) 

Balance as at 31 December 202X 
Db/(Cr) ($) 

Share capital (2 mil shares @ 
$0.01 each) 

(20,000) (20,000) 

Share premium (2,300) (2,300) 
Retained Earnings (See Note 1) (30,850) (36,200) 

 
The following information is relevant: 

1. During the year the company paid $5,400 dividend 
2. The profit of the year is $10,750 
3. As at the year end, the management appointed an expert to evaluate its vehicles and the value 

of vehicles was considered $45,000. 

Requirement: 
Write the statement of Changes in Equity 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 Now it is time for you to check your understanding. Note your answers to the quiz: 
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1.4 PRESENTATION OF DISCONTINUED OPERATIONS (IFRS 5) 

1.4.1 IFRS 5 Requirements 

According to IFRS 5 we call “discounted operations” that component of an entity that _____________ 
__________________________________________________________________________________ 
__________________________________________________________________________________ 
 
 
 
A component of a business is __________________________________________________________ 
__________________________________________________________________________________ 
__________________________________________________________________________________ 
 
 
 
The profit or loss from the discontinued operations includes: 

1. ____________________________________________________________________________ 
2. ____________________________________________________________________________ 

 
The gain or loss on disposal is: 

1. __________________________________________________________________________ OR 
2. ____________________________________________________________________________ 

 
IFRS 5 requires specific disclosure for the components meeting the definition of “discounted 
operations” during the accounting period so as to allow readers of financial statements to distinguish 
between operations which will continue in the future and those which will not and to allow them to 
make better predictions for the future performance of the company. 
 
This disclosure requirements are: 
1. On the face of the Statement of Profit or Loss and Other Comprehensive Incomes: 

1. _______________________________________________________________________ AND 
2. ___________________________________________________________________________ 

 
2. On the face of the Statement of Profit or Loss and Other Comprehensive Incomes OR in Notes: 

1. __________________________________________________________________________ 
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1.4.2 Example 

Consider the company NEXT TRY Ltd which is a retail company with two shops, one in the capital city 
and another one into a small town. 
The accountant of the company prepared the Statement of Profit or Loss and Other Comprehensive 
Incomes of NEXT TRY for the year ended 30 September 20X4: 

 $ 

Revenues              545,300   

less cost of sales            (282,300)  

Gross profit              263,000   

Selling and distribution costs            (112,500)  

Administrative expenses              (84,200)  

Financial expenses              (21,900)  

Profit before tax                44,400   

Income tax expense              (11,500)  

Profit for the year                32,900   

Other comprehensive income for the year, net of tax                34,900   

Total comprehensive income for the year                67,800   
 
In August 20X4, the company decided to close the shop from the small town since it proved to not be a 
good business decision.  
 
The performance of this shop is detailed below: 

 $ 

Revenues              137,200   

less cost of sales              (78,900) 

Gross profit                58,300   

Selling and distribution costs              (81,000)  

Administrative expenses              (25,800)  

Profit before tax              (48,500)   

Income tax expense                  4,590  

Profit for the year              (43,910)   

Other comprehensive income for the year, net of tax                  8,500   

Total comprehensive income for the year                35,410   
 
During the year, when the decision to sell the shop was taken, an evaluation was made, and the loss 
recognised by the accountant in the “administrative expenses” was $40,000.  
The shop was sold with a gain of $53,000 which was recorded again in the “Administrative expenses” 
related to this shop. 
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The tax rate applicable is 20%. 
 
Requirement: 
Write the NEXT TRY Ltd.’s statement of Profit or Loss and Other Comprehensive Incomes in accordance 
with the IFRS 5 “Non-current assets held for sale and discounted operations” 
 

 Now it is time for you to check your understanding. Note your answers to the quiz: 
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1.5 ACCOUNTING POLICIES, CHANGES IN ACCOUNTING ESTIMATES AND ERRORS (IAS 8) 

1.5.1 IAS 8 

 
The declared purpose of IAS 8 is to enhance _________________ and _________________ of Financial 
Statements as well as their _________________. 
 
IAS 8’s first purpose is to set up criteria for _______________________________________________ 
 
 
Then, it’s purpose is to establish the ___________________________________________________ of  

a. Changes in accounting policies 
b. Changes in accounting estimates and 
c. Corrections of prior years’ errors 

 
 
 
 
The accounting policies are ___________________________________________________________ 
 
 
 
 
The criteria established by IAS 8 to help management to select and apply the correct accounting policy 
is: 

1. Apply _______________________________________________________________________ 
2. Then apply ___________________________________________________________________ 

 
 
 
 
 
Accounting policies must be ___________________ applied for similar transactions/events. 
 
The changes in accounting policies are allowed only if: 
 

- It ______________________________________________________________________________ 

OR  
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- To provide more __________________ and __________________ information. In this case 
1. The new policy should be applied _________________.  
2. If impracticable, then the conditions causing the impracticability should be _________________ 

 
The disclosures required by IAS 8 to maintain the comparability of financial statements are: 

1. ___________________________________________________________________________ 
2. ___________________________________________________________________________ 
3. ___________________________________________________________________________ 
4. ___________________________________________________________________________ 
5. ___________________________________________________________________________ 

 
 
 
 
The Accounting estimates are _________________________________________________________ 
 
 
 
 
 
 
 
 
 
The Changes in accounting estimates  

1. Must result ___________________________________________________________________ 
2. Must be _____________________________________________________________________ 
3. Must be recognised ____________________________________________________________ 

 
The disclosures required when we have a change in an accounting estimate are: 

1. ___________________________________________________________________________ 
2. ___________________________________________________________________________ 
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Accounting errors may occur ___________________________________________________________ 
 
 
The correction of errors should be made ____________________.  
 
AND The entity must disclose: 

1. ___________________________________________________________________________ 
2. ___________________________________________________________________________ 
3. ___________________________________________________________________________ 
4. ___________________________________________________________________________ 

 
 

1.5.2 Example 1: IAS 8 – Change in accounting policy 

In 20X3 our company acquired an equipment with the following data: 

- Acquisition cost: $1,000,000 
- Useful life: 10 years 
- Depreciation method: straight line with a full year in the year of acquisition 

 
In 20X5, the management realised that the most adequate depreciation method is the reducing balance 
method with a pace of 30% per year. 
 
Requirements 
Write the financial information to be presented in the financial statements for the year ended 31 
December 20X5, related to this equipment: 
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1.5.3 Example 2: IAS 8 – Change in accounting estimate 

In 20X3 our company acquired an equipment with the following data: 

- Acquisition cost: $1,000,000 
- Useful life: 10 years 
- Depreciation method: straight line with a full year in the year of acquisition 

 
In 20X5, the management realised that the useful life of the equipment is with 5 years longer. 
 
Requirements 
Write the financial information to be presented in the financial statements for the year ended 31 
December 20X5, related to this equipment: 
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1.5.4 Example 3: IAS 8 – Accounting errors 

 
In 20X3 our company acquired an equipment with the following data: 

- Acquisition cost: $1,000,000 
- Useful life: 10 years 
- Depreciation method: straight line with a full year in the year of acquisition 

 
In 20X5, the management realised that the depreciation charge recorded in the year 20X4 was $10,000. 
 
Requirements 
Write the financial information to be presented in the financial statements for the year ended 31 
December 20X5, related to this equipment: 
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