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Main topics for discussion

Expected effects of IFRS 181

IFRS 18 implementation 2



Overview of IFRS 18



IFRS 18 – the new requirements

Better information for better decisions 

– increases comparability, transparency 

and usefulness of information

New required subtotals in 

statement of profit or loss, 

including ‘operating profit’

Disclosures about 

management-defined 

performance measures 

(MPMs) 

Enhanced requirements on 

grouping of information 

(aggregation and 

disaggregation)

Effective date: 1 January 2027

– early application permitted



New required subtotals 

Operating profit

Gives a complete picture of a 

company’s operations

Profit before financing and 

income taxes

Gives a picture of a 

company’s performance 

before the effects of its 

financing 

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 or loss of associates and joint ventures 
Investing

Investment property income

Profit before financing and income taxes

Interest expense on borrowings and lease liabilities
Financing

Interest expense on pension liabilities and provisions

Profit before income taxes

Income tax expense

PROFIT

Statement of profit or loss



Management-defined Performance Measures (MPMs)

Subtotals of income and expenses not 

specified by IFRS Accounting Standards 

(or specifically exempted) 

Included in public communications 

outside financial statements

Measures that communicate 

management’s view of an aspect of a 

company’s financial performance

Examples of alternative performance 

measures (APMs) or non-GAAP 

measures used today

• Adjusted operating profit

• Adjusted profit or loss

• Adjusted EBITDA

• Free cash flow

• Return on equity



Enhanced requirements on grouping information

Roles of primary financial 

statement 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: 

• presenting in the primary 

financial statements would 

result in a useful structured 

summary 

• disclosing in the notes would 

result in material information

Single dissimilar characteristic can 

be enough to disaggregate if 

resulting information is material

Meaningful labels, ‘other’ if unable 

to find informative label ​

Requirements for presenting 

and disclosing operating 

expenses

If one or more expenses 

presented by function, then 

disclose the amounts included 

in each line item in ​the 

operating category of the 

statement of profit or loss for​:

• Depreciation

• Amortisation

• Employee benefits

• Impairments and write-

downs
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Emerging Themes

• Aggregation and Disaggregation

• Statement of financial performance 

• Determination of Main Business Activities

• Management Performance Measures



Overview of main areas of expected change 
in information reported by companies

• Aggregation and Disaggregation of Information
• Concern that there may be a need for regular change and impact on 

comparatives as business responds to dynamic world and changes in 
circumstances or their composition

• Understanding the extent to which disaggregation will be required or 
deemed sufficient

• Marrying narrative provided by management with the extent of 
aggregation/ disaggregation

• Considering the fine line between necessary disclosure and obscuring 
the message contained in the financial statements



Overview of main areas of expected change 
in information reported by companies

• Statement of financial performance 
• Treatment of expenses

• Insurance service costs

• Foreign currency gains and losses on 

• External loans secured

• Leases

• Intercompany loans

• Fair value gains and losses allocation

• Impact on calculation of ratios and debt covenants



Overview of main areas of expected change 
in information reported by companies

• Management Performance Measures
• Consideration of local regulations

• Are regulatory disclosures considered to be MPMs even if not used by 
Management?



Overview of main areas of expected change 
in information reported by companies

• Main Business Activity
• Banking – 

• Are lending activities and investments in assets effectively operating? 

• How much proof required to demonstrate investing? 

• Regulatory assets – part of main business activity?

• Diverse Groups
• Possible challenges in determining main business activities for groups with 

diverse operations and activities

• Impact of changes to main business activities



Thank you!
www.pafa.og.za

http://www.pafa.og.za/
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 Overall feedback so far

◦ More than fixing the chart of account balances

◦ Impact on KPIs – how and when will you communicate and explain changes?

◦ MPMs vs APMs

 Some industries more affected than others

◦ Real estate

◦ Construction industry

◦ Extractive

◦ Automotive

◦ Some retailers



 Profit or Loss

◦ Moving equity accounted investments to Investing

◦ Treasury related 

 Removing finance net – new challenges

 Foreign currency

 Hedging related issues/changes

◦ Contingent considerations

◦ New line items or additional subtotals?

◦ Some interest to change to a Mixed Presentation Format

◦ Specified main business activities – for example selling goods and providing finance to 

customers

◦ Classification of some type of expenses related to assets that generate returns 

independently 

◦ Use of other (including other statements and in the notes) currently ”debated”



 Other

◦ Changes to the cash flow statements impacting certain key cash flow KPIs

◦ Disclosure requirements for costs by nature when presenting P/L by function will in many

cases require changes to data collection

◦ Disaggregation/Aggregation

◦ Digital reporting?
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Summary of the impact of IFRS in Latin America

Cases of jurisdictions Listed companies

Banks, insurance 
companies, pension 
funds and other regulated 
entities

Not listed companies

Local GAAP is IFRS 
(except most regulated 
entities)

IFRS Accounting Standards Standards of national 
regulators (most entities)

IFRS Accounting Standards 
or IFRS SMEs (depending 
on the thresholds 
established in each 
jurisdiction)

There is a Local GAAP IFRS Accounting Standards 
(most jurisdictions)

Standards of national 
regulators (most entities)

Local standards generally 
seek to align with IFRS 
Accounting Standards (not 
necessarily with IFRS 
SMEs).



Current status of IFRS 18 implementation in Latin 
American companies

Training Diagnosis Implementation Early adoption

Listed companies

Banks, insurance 
companies, 
pension funds and 
other regulated 
entities

Unlisted 
subsidiaries of 
foreign 
companies

Unlisted stand-
alone companies 



Relevant aspects of IFRS 18 implementation in Latin 
America

Level of complexity Subject Relevant cases identified

High Presentation of income and 
expense items

Difficulties with the allocation of 
exchange rate differences and 
inflation effects
Individual cases of banks and 
insurance companies

High Need for adjustments in ERP, 
reporting processes and 
taxonomies. 

Adaptation of account plans
Update accounting policies, 
catalogs and proformas.

High Other uses of financial 
information prepared under 
IFRS 18

Forms required by regulators 
and Tax Administration
Transfer pricing methodologies



Relevant aspects of IFRS 18 implementation in Latin 
America

Level of complexity Subject Relevant cases identified

Medium Understanding the new income 
statement format

Management is very 
accustomed to the IAS 1 format.
Explanations to regulators, fund 
providers and other 
stakeholders

Medium Identification of main activities Difficult to identify in groups 
with diversified activities.
The perspective of the 
consolidated information may 
differ from that of the separate 
financial statements.



Relevant aspects of IFRS 18 implementation in Latin 
America

Level of complexity Subject Relevant cases identified

Medium MPMs Reconciliation with the 
information shown in PL
Discrepancies in the concepts 
to be considered in each MPM



Activities carried out by Latin American standard-setters

• Composition of technical groups 

• Training (preparers, reviewers, regulators, guilds)

• Exchange of experience among the countries of the region (regional meeting in Peru in 
November 2025)

• Review and update of local technical pronouncements
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IASB visit to New Zealand – November 2024

This presentation refers to the work of the International Accounting Standards Board (IASB) and uses registered trademarks of the IFRS Foundation (for example, IFRS® Accounting 
Standards).

Visit from Linda Mezon-Hutter – 
Vice-Chair of the IASB

Event 1 - Directors 
IFRS 18 and what’s on the horizon from the 
IASB work programme
 

Event 2 - Preparers 
Panel discussion – implementation insights 
& challenges with IASB vice-chair, technical 
principal and NZ stakeholders. 



Educational material – one-page references

All educational material is available on our NZ IFRS 18 webpage

Getting ready for NZ IFRS 18 Benefits and Costs Summary Illustration of new categories and 
subtotals

https://www.xrb.govt.nz/standards/accounting-standards/for-profit-standards/standards-list/nz-ifrs-18/


Educational material – monthly alerts

Monthly NZ newsletter 

(NZ IFRS 18 on the 18th)

All educational material is available on our NZ IFRS 18 webpage

Monthly NZ IFRS 18 alerts

➢ Approximately 350 monthly subscribers  
o Mix of preparers, users and auditors 

➢ Positive feedback from stakeholders 

https://www.xrb.govt.nz/standards/accounting-standards/for-profit-standards/standards-list/nz-ifrs-18/


Educational material – monthly alerts

All educational material is available on our NZ IFRS 18 webpage

AprIntroduction to NZ IFRS 18 May  JunNew categories and subtotals

Apr
Introduction to NZ 

IFRS 18

May & Jun

New categories and 
subtotals

Jul & Aug

Grouping of 
information

Sep & Oct

MPMs
Nov

NZ IFRS 18 
Insights

Directed at preparers and auditors, focusing on areas where preparers might 
first require possible system changes.

Overview of new requirements and answers to expected common questions.

Key practical points to keep in mind when preparing for NZ IFRS 18 – including 
the perspective of users and communication with auditors.

https://www.xrb.govt.nz/standards/accounting-standards/for-profit-standards/standards-list/nz-ifrs-18/
https://us17.campaign-archive.com/?u=8fefa2616781e9e5b5981e7df&id=fb8382418e
https://us17.campaign-archive.com/?u=8fefa2616781e9e5b5981e7df&id=63732ab2b3


Status of implementation in New Zealand*

0%

10%

20%

30%

40%

50%

60%

I have an implementation plan in place  I have started thinking about the
implications of the new standard on my

business

 I have not started thinking about it yet

What is the status of your NZ IFRS 18 preparation?

*this is based on participants feedback at an 
NZ IFRS 18 education session and might not 
be representative of full population



New Zealand preparer event

Community of practice event with preparers held in August 2025

Audience
• Finance managers, controllers and key NZ IFRS 18 preparers.

Focus

• Early preparation, governance and engagement with users, 
banks and auditors.

Insights
• Current challenges and key considerations for implementation.



New Zealand preparer event

Staff resourcing and systems 
when developing adoption plans

Timing of discussions with 
auditors (including the 

documentation of significant 
judgements)

Finance teams will need to 
coordinate with investor 

relations teams to understand 
external communications for the 

purposes of identifying MPMs

Engagement with banks and 
analysts on the use of the new 

operating profit subtotal and the 
location of information

What we heard



Other outreach and initiatives

NZ IFRS 18 overview webcast 
Summary of new requirements 

and timings

CA ANZ “Acuity” Magazine 
Article 

Call to prepare for NZ IFRS 18 
changes early

Deep dive webinars – Exploration of
NZ IFRS 18 principles and their impacts
- New categories and subtotals
- Grouping of information 
- Management-defined performance measures (To come)

All educational material is available on our NZ IFRS 18 webpage

https://www.xrb.govt.nz/standards/accounting-standards/for-profit-standards/standards-list/nz-ifrs-18/


Next steps for New Zealand

Continuing implementation support for preparers

Focus on how financial statements will be used (user education)
• Are users aware of the upcoming changes to the financial statement's presentation? 
• Which totals or new subtotals will users be focusing on? 
• How will directors, banks and analysts use new NZ IFRS 18 subtotals for their specific interests? 
• How will MPM disclosures provide greater insights to users about how management assesses and 

monitors performance?

Insights from 2026 early adopters (if any)



Follow us
linkedin.com/company/external-
reporting-board

Contact us
enquiries@xrb.govt.nz

Subscribe
xrb.govt.nz/sign-up

Find out more
xrb.govt.nz

Thank you 
Mā te wā

mailto:enquiries@xrb.govt.nz
http://www.xrb.govt.nz/sign-up
http://www.xrb.govt.nz/sign-up
http://www.xrb.govt.nz/sign-up
http://www.xrb.govt.nz/


Statement of Cash Flows 

and Related Matters project



IFRS 18: Changes to the statement of cash flows

Operating profit or loss subtotal to be the starting point for the indirect 

method of reporting cash flows from operating activities

Cash flows Cash flows Entities without specified 

main business activities

Entities with specified main 

business activities

Interest received Investing activities

A single category for each 

item—operating, investing or 

financing categories

Interest paid Financing activities

Dividends received Investing activities

Dividends paid Financing activities Financing activities



Objective
Assess potential ways to 

improve the requirements of 

IAS 7 Statement of Cash 

Flows in response to feedback 

on the Third Agenda 

Consultation and initial project 

research

Topics the project will explore
Investor priorities

Disaggregation of cash flow information

Reporting of information about non-cash transactions

Transparency of information communicated about cash flow measures 

not specified in IFRS Accounting Standards

Consistent application 

Consistent application of requirements to classify cash flows as 

operating, investing or financing

Consistent application of the definition of cash equivalents

Other

Applicability of the statement of cash flows and other possible 

improvements for financial institutions

Statement of Cash Flows and Related Matters Project
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