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Introduction 

1. In October 2013, the IFRS Interpretations Committee (‘the Interpretations 

Committee’) received a request from the European Securities and Markets 

Authority (ESMA) (‘the submitter’) that seeks clarification on the application of 

the requirements regarding the presentation and content of the condensed 

statement of cash flows in the interim financial statements according to IAS 34 

Interim Financial Reporting. 

2. We performed outreach with the International Forum of Accounting 

Standard-Setters (IFASS) and securities regulators on this topic in order to find 

out how widespread the issue raised by the submitter is and to what extent 

significant diversity in practice exists.  The results of this outreach are included as 

part of our analysis of this issue. 

3. The submission is reproduced in full in Appendix C to this paper. 

Purpose of the paper 

4. The purpose of this paper is to: 

http://www.ifrs.org/
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(a) provide an analysis of the issues raised in the submission; 

(b) provide a summary of the outreach results on the issue raised; 

(c) present an assessment of the issue against the Interpretations 

Committee’s agenda criteria (refer to Appendix B); 

(d) make a recommendation to amend paragraph 10 of IAS 34 (refer to 

Appendix A) for the consideration of the Interpretations Committee 

members; and 

(e) ask the Interpretations Committee whether it agrees with the staff 

recommendation. 

Submission received 

5. The submitter observes that there are divergent views on the application of the 

requirements in paragraph 10 of IAS 34  regarding presentation and content of the 

condensed statement of cash flows in the interim financial statements (hereinafter 

refer to as ‘condensed statement of cash flows’).   

6. The submitter refers in particular to the guidance in paragraph 10 of IAS 34, 

which states that (emphasis added): 

If an entity publishes a set of condensed financial 

statements in its interim financial report, those condensed 

statements shall include, at a minimum, each of the 

headings and subtotals that were included in its most 

recent annual financial statements and the selected 

explanatory notes as required by this Standard. 

Additional line items or notes shall be included if their 

omission would make the condensed interim financial 

statements misleading. 

7. On the application of the IAS 34 requirements regarding presentation and content 

of the condensed statement of cash flows, the submitter has identified the 

following views: 
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(a) View 1—an entity should present a detailed structure of the condensed 

statement of cash flows showing cash flows by nature; or 

(b) View 2—an entity should present a three-line condensed statement of 

cash flows that shows only a total for each of the operating, investing 

and financing cash flow activities. 

8. These views are explained below. 

View 1—present a detailed structure of the condensed statement of cash 
flows 

9. This view recognises that in accordance with paragraph 10 of IAS 34 the 

condensed statement of cash flows should include, as a minimum, the headings 

and subtotals of the entity’s most recent annual statement of cash flows.   

10. Proponents of this view observe that the requirements in paragraph 10 of IAS 34 

should not be interpreted to mean that an entity should only present a three-line 

condensed statement of cash flows showing totals for each of the entity’s 

operating, investing and financing cash flow activities.  Instead, proponents of this 

view think that at an entity should include additional line items to avoid the 

condensed statement of cash flows from being misleading.  

11. Proponents of this view further observe that View 1 is consistent with the general 

principles in IAS 1 Presentation of Financial Statements for preparing annual 

financial statements that are equally applicable to condensed interim financial 

statements in accordance with paragraph 4 of IAS 1.  These principles include fair 

presentation, going concern, the accrual basis of accounting, materiality, 

aggregation and offsetting (paragraphs 15–35 of IAS 1).   

12. An extract of paragraph 4 of IAS 1 is presented below (emphasis added): 

This Standard does not apply to the structure and 

content of condensed interim financial statements 

prepared in accordance with IAS 34 Interim Financial 

Reporting. However, paragraphs 15–35 apply to such 

financial statements. 
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13. In respect of these principles, proponents of this view observe that:  

(a) paragraph 15 of IAS 1 requires an entity to “present fairly the financial 

position, financial performance and cash flows of an entity” in order to 

achieve a fair presentation of the financial statements;  

(b)  paragraph 17(b) of IAS 1 requires information to be presented in a 

manner that provides relevant, reliable, comparable and understandable 

information; and 

(c)  paragraph 29 of IAS 1 requires each material class of similar items to 

be presented separately. 

14. Proponents of this view also think that View 1 is consistent with the guidance in 

IAS 7 Statement of Cash Flows for preparing and presenting an annual statement 

of cash flows, because: 

(a)  paragraph 20 of IAS 7 requires a reconciliation between profit or loss 

and cash flows from operating activities when the indirect method is 

used to report cash flows from operating activities; and 

(b)  paragraph 21 of IAS 7 requires an entity to separately report major 

classes of gross cash receipts and gross cash payments arising from 

investing and financing activities. 

View 2—present a three-line condensed statement of cash flows 

15. This view follows a strict interpretation of the requirements in paragraph 10 of 

IAS 34, namely that: 

(a)  only the major headings and subtotals included in the most recent 

condensed interim statement of cash flows should be presented in the 

condensed statement of cash flows 

(b) additional line items or notes shall be included if their omission would 

make the condensed interim financial statements misleading.  

16. As a result, an entity would present a three-line statement of cash flows showing 

only the totals for operating, investing and financing cash flow activities. 
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Summary of outreach conducted 

17. We asked IOSCO and national standard-setters to provide us with qualitative or 

quantitative information on the following aspects: 

Q1.  In response to this issue, I would very much appreciate if you could 

please provide me with qualitative and/or quantitative information on what the 

prevalent approach in your jurisdiction is for presenting a condensed 

statement of cash flows. Is it common for an entity to present: 

(a) a three-line condensed financial statement of cash flows that shows only 

a total for each of the operating, investing and financing activities? or  

(b) a more detailed structure of the condensed financial statement of cash 

flows reflecting the different nature of an entity’s activities?   

I would appreciate receiving examples of the condensed statements of cash 

flows that are typical in your jurisdiction. 

If you have any other information that you think would be useful in analysing 

this issue, or any general comments to make on this topic, please include 

them in your response.  

Responses received 

18. We received responses from a member of IOSCO and from 17 national 

standard-setters.  The views received represent informal opinions and do not 

reflect the formal views of those organisations. 

Responses from national standard-setters  

19. The geographical breakdown for the responses received from national 

standard-setters is as follows: 
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Geographical region Number of 

respondents 

Asia 5 

Europe  5 

Americas  4 

Oceania  2 

Africa  1 

Total respondents 17 

  

20. We summarise the results of the outreach in the following paragraphs.     

Prevalent approach 

21. A great majority of the respondents informed us that the prevalent approach is to 

present a more detailed structure of the condensed statement of cash flows rather 

than a three-line condensed financial statement of cash flows that shows only a 

total for each of the operating, investing and financing activities.  

22. Some respondents provided us with quantitative information (ie examples of 

financial statements) supporting this prevalent approach. 

23. About a third of the respondents mentioned that in their jurisdictions local 

regulators or market requirements enforce the presentation of a detailed structure 

of the condensed statement of cash flows. 

Three-line condensed statement of cash flows 

24. One respondent noted that a three-line condensed financial statement of cash 

flows is more commonly presented by financial institutions (ie banks and 

insurance companies). 

25. About a third of the respondents think that a three-line condensed statement of 

cash flows is sufficient to meet the requirements in IAS 34, but noted that it is 

common practice to present a condensed statement of cash flows using the same 

format as the annual financial statement. 
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Judgement involved 

26. A couple of respondents stressed the fact that an entity should make its own 

judgement in determining the structure and content of the statement of cash flows.   

Issue raised is too broad 

27. One respondent  notes that the issue raised on IAS 34 is too broad for the 

Interpretations Committee to consider and that this issue should be dealt with as 

part of the IASB’s Disclosure Initiative. 

Responses received from regulators 

28. A majority of IOSCO members noted that it is common for entities to present a 

more detailed structure in a condensed statement of cash flows with the same or 

similar line items as annual financial statements.    

29. One IOSCO member noted that, based on an informal review of a number of 

entities that apply IFRS in its jurisdiction, approximately: 

(a) 96 per cent present a more detailed structure in a condensed statement 

of cash flows;  

(b) 2 per cent present a condensed statement of cash flows, showing only 

totals for each of the operating, investing and financing activities; and 

(c) (another) 2 per cent show some detail for operating activities and only a 

total for investing and financing activities. 

30. Two IOSCO members noted that securities regulators in their jurisdictions 

prescribe and enforce the presentation of a full set of financial statements during 

the interim periods using the same format as the latest annual financial statements.  

Unsolicited comments 

31. We received some unsolicited comments from three global accounting firms.  

32. Three of these respondents noted that the prevalent approach is to present a 

detailed structure of the statement of cash flows.  
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33. One of these respondents acknowledged that there is diversity in practice in the 

application of the requirements in IAS 34 and noted that this might be due to the 

use of different terminology between IAS 1 and IAS 34, in  particular the terms 

“headings and sub-totals” in IAS 34, versus “line items”, “headings” and 

“sub-totals” in IAS 1.  This respondent also noted that constituents struggle with 

the meaning of “condensed” financial statements, in particular whether this means 

primary statements with reduced notes or summarised primary financial 

statements.  This respondent suggested that IAS 34 could be drafted more clearly. 

Staff analysis  

Basis for supporting a detailed structure of the condensed statement of 

cash flows 

34. We support the presentation of a detailed structure of the condensed statement of 

cash flows primarily on the basis of the requirements in IAS 34 rather than on the 

basis  that the general principles in IAS 1 for presenting an annual financial 

statement should equally apply to a condensed financial statement, as proponents 

of View 1 suggest.   

35. We think that the presentation of a detailed structure of a condensed interim 

financial statement is based on the requirements of IAS 34, because this Standard 

governs the content and structure of condensed interim financial statements.  We 

think that the application of the general principles in IAS 1 for presenting 

information should be considered within the context of the requirements in 

IAS 34.  

What is the objective of an interim condensed financial statement? 

36. We observe that in accordance with the guidance in paragraph 6 of IAS 34, the 

objective of an interim financial report is to:  

(a) provide an update on the latest complete set of annual financial 

statements; and 
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(b) focus on new activities, events and circumstances and not duplicate 

information previously reported. 

37. Furthermore, we observe that one of the main purposes of an interim condensed 

financial statement in accordance with paragraph 15 of IAS 34 is to help users to 

understand the changes in an entity’s financial position and performance.  If there 

is new and relevant information arising for the first time within the interim period, 

this information should also be presented in an interim report.  Paragraph 15 of 

IAS 34 states that (emphasis added):  

An entity shall include in its interim financial report an 

explanation of events and transactions that are 

significant to an understanding of the changes in 

financial position and performance of the entity since 

the end of the last annual reporting period. Information 

disclosed in relation to those events and transactions shall 

update the relevant information presented in the most 

recent annual financial report. 

38. Moreover, the last sentence of paragraph 25 of IAS 34 refers that (emphasis 

added): 

The overriding goal is to ensure that an interim 

financial report includes all information that is relevant 

to understanding an entity’s financial position and 

performance during the interim period. 

39. Consequently, we think that the content and structure of an interim financial 

report should not be interpreted as a summary that repeats or duplicates 

information from the latest set of annual financial statements, but instead as a 

report that provides an update on the entity’s new activities, events and 

circumstances arising during the interim period. 

40. We think that the fact that IAS 34 governs the structure and content of condensed 

interim financial statements has the following implications:  

(a) not all the line items that are required in IAS 1 for annual financial 

statements would be necessarily included in condensed financial 
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statements
1
, because an entity would need to determine which items 

provide useful information for decision-makers in condensed financial 

statements and meet the objective of providing an update on the latest 

complete set of annual financial statements; 

(b) an entity might decide to aggregate or disaggregate in condensed 

financial statements some of the line items included in annual financial 

statements, depending on which presentation provides more useful 

information; and 

(c) items that are significant for condensed financial statements would not 

necessarily have been displayed in annual financial statements, because 

they: 

(i) might not have been significant during the annual period; 

or 

(ii) might have arisen during an interim period and not during 

the annual period. 

What do we mean by a detailed structure of the condensed statement of 

cash flows? 

41. We observe that in accordance with the last sentence in paragraph 10 of IAS 34:  

(…) Additional line items or notes shall be included if 

their omission would make the condensed interim 

financial statements misleading.  

42. We think that on the basis of paragraph 10 of IAS 34, an entity should include 

additional line items that would reflect the different nature of an entity’s cash flow 

activities and would explain the structure of those cash flows, to prevent the 

information contained in the condensed statement of cash flows from being 

misleading.   

43. We observe that an entity would include additional line item in situations in 

which: 

                                                 
1
 However, as the results from our outreach request indicated, some jurisdictions present in their condensed 

statement of cash flows most of the line items included in their latest annual statement of cash flows. 
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(a) a new cash flow item arises during the interim period that would 

warrant separate presentation; and 

(b) material cash flow information arises during the interim period.  

44. We further note that to comply with paragraph 10 of IAS 34, management should 

employ its judgement in determining the level of disaggregation that prevents a 

condensed interim financial statement from being misleading.  

Why is our view consistent with the guidance in IAS 7 Statement of Cash 

Flows? 

45. We think that our view is also consistent with the requirements in paragraphs 3 

and 4 of IAS 7, because a detailed structure of the condensed statement of cash 

flows would enable users to:  

(a) understand and analyse an entity’s ability to generate and use cash and 

cash equivalents; and  

(b) receive the benefits of cash flow information . 

46. An extract of paragraphs 3 and 4 of IAS 7 is below (emphasis added): 

3 Users of an entity’s financial statements are 

interested in how the entity generates and uses cash 

and cash equivalents (…)  

4 A statement of cash flows, when used in conjunction 

with the rest of the financial statements, provides 

information that enables users to evaluate the changes 

in net assets of an entity, its financial structure 

(including its liquidity and solvency) and its ability to 

affect the amounts and timing of cash flows in order to 

adapt to changing circumstances and opportunities. Cash 

flow information is useful in assessing the ability of the 

entity to generate cash and cash equivalents and 

enables users to develop models to assess and 

compare the present value of the future cash flows of 

different entities. It also enhances the comparability of 
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the reporting of operating performance by different 

entities because it eliminates the effects of using different 

accounting treatments for the same transactions and 

events. 

Conclusion 

47. On the basis of our analysis above, we think that the presentation of a three-line 

condensed statement of cash flows, which only shows totals for operating, 

investing and financing cash flows activities, would not help users to understand: 

(a)  an entity’s ability to generate and use cash flows during the interim 

period; and  

(b) how an entity’s cash flow information has been updated with respect to 

the cash flow information included on the latest annual period.   

48. We think that, on the contrary, presenting such succinct information increases the 

risk of making this information misleading, because it would prevent users from 

performing the following activities (with respect to the information included in the 

latest annual statement of cash flows): 

(a) understanding the changes in cash flows for specific line items;   

(b) performing meaningful trend analysis;   

(c) evaluating an investment opportunity based on an entity’s ability to pay 

dividends; or 

(d) evaluating growth opportunities. 

Is the guidance in paragraph 10 of IAS 34 clear that a detailed structure of 

a condensed statement of cash flows is required? 

49. We think that the guidance in paragraph 10, when analysed in conjunction with 

other guidance in IAS 34 (for example, the objective of an interim report in 

accordance with paragraph 6 or the inclusion of significant information in 
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accordance with paragraph 15 of IAS 34) could be read to require the inclusion of 

more detailed information in a condensed interim financial report.   

50. However, we acknowledge that paragraph 10 of IAS 34 read in isolation may 

provide a technical basis for presenting a three-line condensed statement of cash 

flows, because a literal reading of this paragraph may suggest that the headings 

and subtotals included in the latest annual financial statements (prepared in 

accordance with IAS 1) should only be presented as part of a condensed financial 

statement. 

51. In respect to the minimum requirements of a condensed financial statement 

included in paragraph 10 of IAS 34 we propose to emphasise in this paragraph 

that condensed financial statements should include: 

(a) information reflecting the changes in financial position and 

performance of the entity since the latest annual reporting period; and 

(b) additional line items or notes to prevent the information in a financial 

report from being misleading.  

52. Our proposed amendment to paragraph 10 of IAS 34 is shown in Appendix A of 

this paper.  

Staff recommendation 

53. On the basis of our assessment of the Interpretations Committee’s agenda criteria, 

and also on our analysis in this paper, we think that our proposed amendment 

meets the criteria for inclusion in the Annual Improvements cycle for 

2013-2015.   

54. We recommend including additional guidance in paragraph 10 of IAS 34 to 

clarify the content and minimum requirements of an interim financial report. In 

this respect we recommend stating in this paragraph that condensed financial 

statements should include: 

(a) information reflecting the changes in financial position and 

performance of the entity since the latest annual reporting period; and  
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(b) additional line items or notes to prevent the information in a financial 

report from being misleading 

Transition provisions and effective date 

55. We propose that an entity should apply the amendment retrospectively.  Earlier 

application should be permitted.    

First time adopters 

56. We think that a first-time adopter should apply the amendment to IAS 34 with 

effect for its first interim condensed financial statements prepared in accordance 

with IAS 34. In this respect we think that a clarifying amendment to IFRS 1 First-

time adoption of International Financial Reporting Standards is not necessary. 

Consequential amendments 

57. We have reviewed other IFRSs for potential consequential amendments triggered 

by this proposed amendment.  As a result of this review, we do not propose any 

consequential amendments. 

Proposed amendment 

58. The proposed amendment to the guidance in paragraph 10 of IAS 34 is shown in 

Appendix A of this agenda paper. 

Questions to the Interpretations Committee 

1. Does the Interpretations Committee agree with our analysis in this paper 

and our conclusion that an entity should present a detailed structure of the 

condensed statement of cash flows? 

2. Does the Interpretations Committee agree with the staff’s recommendation 

to amend paragraph 10 of IAS 34 as shown in Appendix A of this paper? 
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Appendix A—Proposed amendment 

 

Proposed amendment to IAS 34 Interim Financial Reporting 

Paragraph 10 of IAS 34 is amended.  New text is underlined and deleted text is struck 

through. 

 

Form and content of interim financial statements 

 

10  If an entity publishes a set of condensed financial statements in its interim 

financial report, those condensed statements shall include information 

reflecting the changes in financial position and performance of the entity 

since the latest annual reporting period., Aat a minimum a condensed 

financial statement shall include, each of the headings and subtotals that 

were included in its most recent annual financial statements and shall 

include the selected explanatory notes as required by this Standard. 

Additional line items or notes shall be included if their omission would 

make to prevent the condensed interim financial statements from being 

misleading. 

 

Effective date  

58 Annual Improvements [2013–2015] issued in [date] amended paragraph 

10.  An entity shall apply those amendments retrospectively in accordance 

with IAS 8 Accounting Policies, Changes in Accounting Estimates and 

Errors for annual periods beginning on or after [date].  Earlier application 

is permitted.  If an entity applies the amendment for an earlier period it 

shall disclose that fact. 

 



  Agenda ref 21 

 

IAS 34 Interim Financial Reporting│Condensed statement of cash flows 

Page 16 of 22 

 

Basis for Conclusions on the proposed amendments to  
IAS 34 Interim Financial Reporting  

This Basis for Conclusions accompanies, but is not part of, the proposed amendments. 

 

Form and content of interim financial statements 

BC1 The IASB received a request to clarify the application of the requirements 

regarding the presentation and content of the condensed statement of cash flows 

in the interim financial statements according to IAS 34 Interim Financial 

Reporting.  

BC2 The IASB observed that there are divergent views on the application of the 

requirements in paragraph 10 of IAS 34 regarding presentation and content of 

the condensed statement of cash flows in the interim financial statements.  One 

view was that an entity could present a detailed structure of the condensed 

statement of cash flows showing cash flows by nature.  Another view was that 

an entity could present a three-line condensed statement of cash flows showing 

only a total for each of the operating, investing and financing cash flow 

activities.    

BC3 The IASB observed that the requirements in paragraph 10 of IAS 34 should not 

be interpreted to mean that an entity should only present a three-line condensed 

statement of cash flows showing totals for each of the entity’s operating, 

investing and financing cash flow activities.   

BC4 Instead, the IASB observed that if an entity publishes a condensed set of 

financial statements in its interim financial report, the form and content of those 

statements shall conform to the requirements of IAS 34 (ie minimum 

requirements and selected explanatory notes).  

BC5 With respect to the minimum requirements of a condensed financial statement, 

the IASB proposes to emphasise in paragraph 10 of IAS 34 that a condensed 

financial statement should include the presentation of information regarding the 

events and transactions that are significant to an understanding of the changes in 

financial position and performance of the entity since the end of the last annual 

reporting period.  The IASB also proposes to emphasise that additional line 

items or notes shall also be included to prevent the information in a financial 

report from being misleading. 
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Appendix B  

Agenda criteria assessment 

B1 The staff’s assessment of the agenda criteria is as follows:2  

Agenda criteria 

We should address issues (5.16):  

that have widespread effect and have, 
or are expected to have, a material 
effect on those affected. 

Yes.  On the basis of our analysis of the 
outreach results received from 
standard-setters and regulators, we could 
observe that the issue is considered 
widespread and that diversity in practice 
exists because divergent views have arisen 
on the application of paragraph 10 of IAS 34 
regarding the form and content of interim 
financial statements.   

where financial reporting would be 
improved through the elimination, or 
reduction, of diverse reporting methods. 

Yes.  We think that the proposed 
amendment would promote the consistent 
application of the guidance in IAS 34 when 
an entity presents condensed financial 
statements in accordance with the 
requirements in IAS 34.    

that can be resolved efficiently within the 
confines of existing IFRSs and the 
Conceptual Framework for Financial 
Reporting. 

Yes.  We think that further guidance is 
needed to clarify that the minimum content of 
an interim financial report as paragraph 10 of 
IAS 34 could be interpreted as requiring a 
three-line condensed financial statement.  

In addition:  

Can the Interpretations Committee 
address this issue in an efficient manner 
(5.17) 

Yes.  We think that the proposed 
amendment should be included as part of the 
annual improvements project.  

Will it be effective for a reasonable time 
period (5.21)?  Only take on the topic of 
a forthcoming Standard if short-term 
improvements are justified. 

Yes.  The proposed amendment will be 
effective for a reasonable time period.  As we 
have explained above, the proposed 
improvement is justified.  

 

Additional criteria for annual improvements 

In addition to the implementation and  

                                                 
2
  These criteria can be found in the IFRS Foundation Due Process Handbook . 

http://www.ifrs.org/DPOC/Documents/2013/Due_Process_Handbook_Resupply_28_Feb_2013_WEBSITE.pdf
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maintenance criteria, an annual 
improvement should (6.11, 6.12): 

 Replace unclear wording;  

 Provide missing guidance; or 

 Correct minor unintended 
consequences, oversights or 
conflict. 

Yes.  We acknowledge that paragraph 10 of 
IAS 34 read in isolation may provide a 
technical basis for presenting a three-line 
condensed statement of cash flows, because 
a literal reading of this paragraph may 
suggest that only the headings and subtotals 
included in the latest annual financial 
statements (prepared in accordance with 
IAS 1) should only be presented as part of a 
condensed financial statement.   

We recommend stating in this paragraph that 
that condensed financial statements should 
include: 

(a) information reflecting the changes in 
financial position and performance of the 
entity since the end of the latest annual 
reporting period; and  

(b) additional line items or notes to prevent 
the information in a financial report from 
being misleading. 

Consequently, we think that our proposals to 
amend IAS 34 clarify the guidance in 
paragraph 10 of IAS 34.    

Not change an existing principle or 
propose a new principle 

Yes.  We think that the proposed 
amendment is not changing an existing 
principle or proposing a new principle.  
Instead, we think that the propose 
amendment clarify the existing guidance in 
IAS 34 regarding the minimum requirements 
of the condensed financial statements.   

Not be so fundamental that the IASB will 
have to meet several times to conclude 
(6.14) 

Yes.  We think that the proposed 
amendment is not so fundamental that the 
IASB will have to meet several times to 
conclude.    
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Appendix C—submission received
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