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Changes ahead - MFRS framework

Standard
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Amendments to
standard

Effective for

annual periods
beginning

Newly effective requirements C—)) Forthcoming requirements

MFRS 101: MFRS 101:
Classification of Non-current
Liabilities as Liabilities with
Current or Non- Covenants
current

MFRS 16: MFRS 107 &
Lease Liability in a MFRS 7:

Sale and Supplier Finance
Leaseback Arrangement

MFRS 121:
Lack of
exchangeability

MFRS 1, MFRS 7,
MFRS 9, MFRS 10
& MFRS 7:

Annual
improvements to
IFRS Accounting
Standards

MFRS 9 & MFRS
7: Classification
and Measurement
of Financial
Instruments

MFRS 18:
Presentation and
Disclosure in

Financial
Statements

MFRS 19:
Subsidiaries
without Public

Accountability:
Disclosures

MFRS 10 &
MFRS 128:
Sale or
Contribution of
Assets between
an Investor and
its Associate/JV
(Postponed)

—

1 January 2024

1 January 2025

1 January 2026

1 January 2027

Date yet to be
confirmed



Key changes inMFRS 18

MFRS 18 replaces MFRS 101 Presentation of Financial Statements

‘ ‘ The IASB developed IFRS 18 in response to strong demand from stakeholders..

improvements to financial performance reporting.

01

More structured
income statement

* New subtotals including ‘operating
profit’

Income and expenses classified
into three categories — operating,
investing, financing

Main business activities drive the
classification of income and
expenses

02

Disclosed and audited
Management-defined
Performance Measures

+ MPMs* are now disclosed in the
financial statements and subject to
audit

MPMs capture some but not all
‘non-GAAP’ measures

New disclosures may involve
additional effort

for
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03

Greater disaggregation of
information

* New disclosures for items labelled as
‘other’

Enhanced guidance on how to group
information within the financial
statements

Remains a judgement area
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Presentation of income and expenses

Classification of income and expenses and introduction of new subtotals

Profit before tax

Income and expenses
relating to entity’s business
activities

Operating category

Income and expenses from an entity’s main
business activities (and any income and
expenses that are not classified in other
categories)

Operating profit

Investing category

Income and expenses from investments
made individually and largely
independently of the entity’s main business
activities Profit before
financing and

income taxes

Financing category

Income and expenses relating to obtaining
finance to fund the entity’s main business
activities and/or investing activities
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Income Statement

Amount

Amount Revenue X, XXX
Revenue X XXX Cost of sales (XXX)
Cost of sales (XXX) Gross profit HAX
Gross profit - [ ;/:;:;;steolpi)’féatmq expenses that can be disclosed as a ] (XX)
Distribution expenses (XX) Other operating income XX
Administrative expenses (XX) Other operating expense (XX)
Net loss on impairment of financial instruments (XX) m
Other operating income XX Share of profits of equity accounted associates
Other operating expense (XX) ( Various investing income and/or expenses that can be ] XX
Results from operating activities XXX _disclosed as a separate line
Share of profits of equity accounted associates XX m : Profit before financing and income taxes s
Finance costs %X /\i/:erious finance costs that can be disclosed as a separate ] (XX)
Profit before taxes XX k Profit before taxes XX
Income tax expense (X) Income tax expense (X)
Profit from continuing operations XX Profit from continuing operations XX
Profit from discontinued operations X Profit from discontinued operations X
Profit for the year XX Profit for the year XX
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Example income and expenses

Amount

Revenue X, XXX
Cost of sales (XXX)
Gross profit XXX
Various operating expenses that can be disclosed as a (XX)
separate line
Other operating income XX
Other operating expense (XX)

m Operating profit XXX
Share of profits of equity accounted associates XX
Various investing income and/or expenses that can be XX
disclosed as a separate line

m Profit before financing and income taxes XXX
Various finance costs that can be disclosed as a separate (XX)
line
Profit before taxes XX
Income tax expense (X)
Profit from continuing operations XX
Profit from discontinued operations X
Profit for the year XX
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Examples of the various operating expenses:

Distribution expenses

Administrative expenses

Research and development expenses
Goodwill impairment loss

Employee benefits

Examples of the various income and/or expenses:

Rental income

Interest and dividend income

Depreciation, impairment loss, and reversal of
impairment loss of non-operating assets

Fair value gain or loss of investment property
Gain or loss from disposal of non-operating assets

Examples of the various financing costs:
 Interest expenses on borrowings and lease liabilities

* Interest expenses on pension liabilities and provisions




Concept of specific main business activities

Companies with specified main business activities classify additional items of
income and expense in the operating category that would otherwise be classified
in investing or financing.

KPMG

Investment in assets

Tax & Business Summit 2024 ‘

v' Generate a return individually and largely

independently of an entity’s other resources.
v For example:
* REIT, leasing/rental business
* insurers
* investment entities

Providing financing to customers

E.g. banks, lending institutions, finance lease
lessors

Definition of specified main business activities is
defined in MFRS 18. Where definition is met,
classification may be different with some policy
choices available.

© 2024 KPMG Tax Services Sdn. Bhd., a company incorporated under Malaysian law and a member firm of the KPMG global organization of

independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.

Amount
Revenue X, XXX
Cost of sales (XXX)
Gross profit XXX
Various operating expenses that can be disclosed as a (XX)
separate line
Other operating income XX
Other operating expense (XX)
Operating profit XXX
Share of profits of equity accounted associates XX
' Various investing income and/or expenses that can be XX
| disclosed as a separate line
Profit before financing and income taxes XXX
Various finance costs that can be disclosed as a separate (XX)
| line
Profit before taxes XX
Income tax expense X)
Profit from continuing operations XX
Profit from discontinued operations X
Profit for the year XX
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KPMG Articles and Publication e

- F 1: New standards or amendments Web article

Lease Liability in a Sale and Leaseback — Amendments to IFRS
16 Leases

Web article

Classification of liabilities as Current or Non-Current and Non-
current Liabilities with Covenants — Amendments to IAS 1 Web article
Presentation of Financial Statements

Supplier Finance Arrangements — Amendments to IAS 7
Statement of Cash Flows and IFRS 7 Financial Instruments: Web article
Disclosures

Lack of exchangeability — Amendments to IAS 21 The Effects of

Changes in Foreign Exchange Rates Web article

H 2 . fi ial Annual improvements to IFRS Accounting Standards — Web article
Ow companies communicate financia Amendments to IFRS 1, IFRS 7, IFRS 9, IFRS 10 and IAS 7 HER e

performance is changing
Classification and Measurement — Amendments to IFRS 9

: £ ! Financial Instruments and IFRS 7 Financial Instruments: Web article

IFRS 18 aims to deliver more consistent, Disclosures R
comparable and transparent information

IFRS 18 Presentation and Disclosures in Financial Statements Web article

IFRS 19 Subsidiaries without Public Accountability: Disclosures Web article
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https://home.kpmg/xx/en/home/insights/2020/11/sale-leaseback-exposure-draft-ifrs16.html
https://home.kpmg/xx/en/home/insights/2022/11/classifying-liabilities-current-non-current-amendments-ias1.html
https://kpmg.com/xx/en/home/insights/2021/12/supplier-finance-arrangements-exposure-draft-ias7-ifrs7.html
https://kpmg.com/xx/en/home/insights/2021/05/currency-exchangeability-exposure-draft-ias21.html
https://kpmg.com/xx/en/home/insights/2024/07/ifrs-annual-improvements-2024.html
https://kpmg.com/xx/en/our-insights/ifrg/2024/pir-review-ifrs9-classification-measurement.html
https://kpmg.com/xx/en/our-insights/ifrg/2024/presentation-and-disclosure-ifrs18.html
https://kpmg.com/us/en/articles/2024/ifrs-19-reducing-subsidiaries-disclosures.html
https://kpmg.com/xx/en/our-insights/ifrg/2024/presentation-and-disclosure-ifrs18.html
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Some or all of the services described herein may not be permissible for KPMG audit clients and
their affiliates or related entities.

in fO© X

kpmg.com.my/TaxBusinessSummit

The information contained herein is of a general nature and is not intended to address the circumstances of any particular
individual or entity. Although we endeavor to provide accurate and timely information, there can be no guarantee that such
information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on
such information without appropriate professional advice after a thorough examination of the particular situation.

The KPMG name and logo are trademarks used under license by the independent member firms of the KPMG global
organization.
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