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Disclaimer

Please note that the published annual reports and financial 
statements referenced and used throughout this course are solely 
for educational purpose and nothing more. 



Objectives of 
financial statements

General features of FS

Contents

Deep dive: Content of 
Financial Statements



Objectives of 
financial statements.

“When the purpose of 
something is unknown, abuse 
is inevitable.

Dr. Myles Munroe



✓ FS are a structured representation of the financial position and financial performance of an entity. 

✓ For this course, our focus will be on “General Purpose FS” i.e., a financial statement that is majorly prepared 
for consumption of “the primary users1” (see list of primary users in subsequent slides).

To provide information about the 
financial position, financial 
performance and cash flows that is 
useful to primary users in making 
economic decisions.

To show the results of the 
management’s stewardship of 
resources entrusted to it.

1 Primary users are lenders, potential and existing investors, suppliers and other creditors.

Financial Statements: Meaning and Objectives

What are Financial Statements (FS)?

Objectives of Financial Statements (FS)?



General features of 
financial statements.

“A great product isn't just a collection of 
features. It's how it all works together.

Tim Cook



General features of 
financial statements

Fair Presentation & 
compliance with IFRS

Consistency of presentation

Comparative information

Frequency of reporting

Going concern

Accrual basis

These are underlying principles/traits that 
drive how we prepare and present the 
financial statements.

Materiality & Aggregation

Offsetting



Fair presentation & compliance with IFRS.

Fair presentation is achieved by doing the following:

1. Select and apply accounting policies in accordance with IAS 8.
2. Comply with all applicable IFRSs.1

3. Present all the information in the FS in a relevant, reliable, comparable and understandable manner.
4. Provide additional disclosures where IFRS is not sufficient.

After complying with all applicable IFRSs, you must also “expressly” 
make an explicit statement in the notes of such compliance 
(Statement of compliance with IFRS).

1In extremely rare circumstances when an IFRS violates fair presentation, an entity can select not to apply such IFRS (this is called "True and Fair Override")



Consistency of presentation

Presentation and classification (P&C) of items must remain same from one period to the next 
unless:

1. There is a significant change in operations that warrants change in P&C. 
2. Better presentation is identified due to an FS review.
3. An IFRS requires a change in presentation.

Comparative information (CI)
This is of two categories: minimum and additional

Minimum content 
of an FS

1. 2 SFPs
2. 2 SPLOCI’s
3. 2 SCF
4. 2 SCE
5. The related notes.

Additional 
CI 

1. A 3rd comparative period to one 
or more of the minimum 
contents e.g., you can add a 3rd 
SPLOCI (this is optional).

2. A 3rd SFP only if there is a 
retrospective adjustment 
(Mandatory). 



Minimum 
comparative 
information 1: 
Present 2 
Statements of 
profit or loss & 
other 
comprehensive 
income (current 
year and prior 
year).



Minimum 
comparative 
information 2: 
Present 2 
Statements of 
financial position 
(current year 
and prior year).



Minimum 
comparative 
information 3: 
Present 2 
Statements of 
changes in 
equity (current 
year and prior 
year).



Minimum 
comparative 
information 4: 
Present 2 
Statements of 
cash flows 
(current year 
and prior year).



Minimum 
comparative 
information 5: 

Line items presented in 
the SPLOCI, SFP, SCF 
and SCE may also be 
broken down in the note 
showing the figures for 
both current year and 
years.



Minimum comparative information 6 – if an entity mentions any amount, relating to the current period, 
within a narrative or description, the comparative amount for prior year must also be immediately mentioned. 
See below examples



Additional Comparative Information (CI)

Additional CI

Additional statement(s) A 3rd SFP

In addition to the minimum CI, an entity 
can choose to present a third comparative 
period for any of the SPLOCI or SFP or 
SCF or SCE.

The 3rd statement need not be prepared 
for each of them, an entity can at its 
discretion identify which one or more of 
them it wishes to disclose a 3 comparative 
period.

A 3rd SFP is required in line with IAS 8, if:

1. A retrospective application materially 
impacts the beginning of the 
comparative period (BCP).

2. A retrospective reclassification impacts 
the (BCP) 



The comparative period circled in 
red is referred to as “the 

beginning of the comparative 
period”. 

This is required when there is 
retrospective application or 

classification with material effect 
on any period beginning before 
2022 (in this case) – See IAS 8 

for further read.



Frequency of Reporting (FoR)

An entity shall present a complete set of financial statements (including comparative information) at least annually. 

If shorter or longer because of changing its year end, disclose:
1. the reason for using a longer or shorter period, and
2. the fact that amounts presented in the financial statements are not entirely comparable.

The frequency is always 
indicated in the FS. The FoR 
is expressed as “Year” if the 
FS covers 12-months.

If the FS covers less than or 
more than 12-months, the 
FoR is expressed as “period” 
instead of “year”.

Example (show example in class in a published FS)



Try-out 1
Mention the 4 features we just discussed.

Try-outs

a) Comparability, Consistency, Continuity, Periodicity

b) Fair presentation and compliance with IFRS, Consistency 
of presentation, Comparative Information, Frequency of 
Reporting.

c) Fair presentation and compliance with IFRS, Consistency 
of presentation, Monetary presentation, Frequency of 
Reporting.

Accounting Yard

Try-out 2
If I make a statement like “it is not enough to present only 
figures, we must also include explanations that allows the 
user to better understand the figures. Which of the 
features does this directly relate to?

a) Consistency of presentation.
b) Fair presentation and compliance with IFRS
c) Materiality
d) Comparative information

Try-out 3
In 2022 FS, an entity presented recruitment cost as 
part of “Professional fees”. In 2023, it’s proposing to 
include it in “Staff cost”. Which of the features will 
this violate? (Please ignore the correctness of the 
presentation treatment)

a) Consistency of presentation.
b) Fair presentation and compliance with IFRS
c) Monetary presentation
d) Comparative information

Try-out 4
From the following dates, what is the beginning of 
the comparative period for the year ended 31 
December 2021. (explain your answer)

a) 1 January 2019
b) 1 January 2020
c) 1 January 2021
d) 31 December 2019



Try-out 5
The below heading was extracted from TotalEnergies 
2023 audited FS under which the entity’s Significant 
Accounting Policies were extensively disclosed. 

Of all the 4 features we just discussed, which does this 
directly reflect?

Try-outs

Try-out 6
The facilitator should display a published FS, identify at 
least 4 items in the FS and request participants to 
associate each item to any of the 4 features discussed.

Try-out 7
There are 2 methods for presenting a statement of 
cash flows: Direct & Indirect. 

In 2022, Company A presented its statement of cash 
flows (SCF) using the direct method. In 2023, 
without a strong rationale, the Company intends 
switching to the indirect method of presenting its 
SCF.

Which feature(s) of a good FS is applicable and 
advise Company A?

Try-out 6
Company Q just disposed a major investment. The 
Company did not provide sufficient details about this 
disposal in the FS.

What feature(s) of a good FS may have been 
violated?



Going Concern (GC)
Four things are worthy of note here when preparing FS:
1. Assess the entity’s ability to survive the foreseeable future (at least 12 months after the reporting date). See below for ways of 

making assessment.

2. If the assessment reveals that there is a “material uncertainty” that casts doubt on GC, such should be disclosed in the FS. 
(facilitator to give example of material uncertainty and show it in a published FS (Daar Communications Plc)).

3. After the assessment, FS should be prepared on GC basis even if there is a material uncertainty. GC basis assumes that the entity 
will continue to operate for the foreseeable future.

4. If the assessment reveals that the Company is not a GC, the FS must clearly state this, and the GC basis should not be used. The 
entity can select any other basis (e.g., break-up basis).

Example of GC basis 
disclosure in a published FS

(Facilitator to show 4 more 
published FS where this was 
done)



How can an entity assess its GC status?

1. Net liability or net current liability 
position.

2. Fixed-term borrowings approaching 
maturity without realistic prospects of 
renewal or repayment.

3. Excessive reliance on short-term 
borrowings to finance long-term assets.

4. Indications of withdrawal of financial 
support by creditors.

5. Negative operating cash flows indicated 
by historical or prospective FS

6. Adverse key financial ratios.
7. Substantial operating losses.
8. Significant deterioration in the value of 

assets used to generate cash flows. 
9. Arrears or discontinuance of dividends. 
10. Inability to pay creditors on due dates. 
11. Inability to comply with the terms of 

loan agreements. 
12. Change from credit to cash-on-delivery 

transactions with suppliers. 
13. Inability to obtain financing for 

essential new product development or 
other essential investments

1. Management intentions to 
liquidate the entity or to cease 
operations. 

2. Loss of key management without 
replacement. 

3. Loss of a major market, key 
customer(s), franchise, license, or 
principal supplier(s).

4. Labor difficulties.  
5. Shortages of important supplies. 
6. Emergence of a highly successful 

competitor. 

1. Non-compliance with 
capital or other statutory or 
regulatory requirements, 
such as solvency or 
liquidity requirements for 
financial institutions. 

2. Pending legal or regulatory 
proceedings against the 
entity that may, if 
successful, result in claims 
that the entity is unlikely to 
be able to satisfy. 

3. Changes in law or 
regulation or government 
policy expected to 
adversely affect the entity.

4. Uninsured or underinsured 
catastrophes when they 
occur.

1. Prepare a realistic cash 
flow forecast 
demonstrating how the 
entity intends 
generating sufficient 
cash to survive the 
foreseeable future.

2. If the entity depends 
on a related company 
that is more financially 
stable, a letter from the 
that Company declaring 
unequivocally declaring 
its financial support for 
the reporting entity 
(Comfort Letter).

Financial indicators Operating indicators Other indicators Other inputs to 
assessing GC

Facilitator to share both documents: (1) where the 3 indicators 
were assessed; and (2) sample cash flow forecast  



Accrual basis of accounting
➢ There are different basis of accounting – cash basis, accrual basis, modified basis etc.

➢ FS prepared in accordance with IFRS, CAMA and other local regulatory requirements are prepared using the accrual basis of 
accounting (ABA) except for cash flow information.

➢ Under ABA, an entity recognises items as assets, liabilities, equity, income and expenses without regards to movement of cash. 
Movement of cash is NOT a pre-requisite to recognising these items 

➢ Instead, these items are recognised ONLY when they satisfy the recognition criteria laid down in the entity’s accounting policies (in 
accordance with IFRS, the Conceptual Framework and any laws, as appropriate).

➢ In layman terms, income is recognised when it is earned (i.e., when the goods or service is delivered) and expenses 
is recognised when incurred (when the goods or service is received).

Example
On 22nd of December 2023, Entity A performed cleaning services for a customer. The value of the service is worth N50,000. However, 
the customer only paid on 4th of January 2024.

In line with the accrual basis, income will be recorded on the 22nd of December and NOT on the 4th of January 2024.



Materiality & Aggregation
➢ In accounting, we only “celebrate” a figure or a disclosure “if it is material”.

➢ Information is material if omitting, misstating or obscuring it could reasonably be expected to influence the decisions that the 
primary users of general purpose FSs make on the basis of those financial statements, which provide financial information about a 
specific reporting entity. 

➢ Present separately each material class of similar items. 

➢ Present separately items of a dissimilar nature or function unless they are immaterial.

➢ An item that is not sufficiently material to warrant separate presentation in the SFP, SPLOCI, SCF, SCE, may warrant separate 
presentation in the notes.

Bonus
Facilitator to share a free practical video on how to determine materiality in practice.

➢ An entity shall NOT offset assets and liabilities or income and expenses, unless required by a specific IFRS.

➢ Measuring assets net of valuation allowances—for example, obsolescence allowances on inventories and doubtful debts allowances 
on receivables—is not offsetting. 

Offsetting



Try-out 1
Company A entered into a major professional (corporate 
strategy) consultancy agreement for which it incurred an 
expense of N2.9bn – deemed to be significant given the 
company’s size. 

On the face of the FS, this fee has been included as part of 
“staff cost”.

What feature(s) of a good FS must be pre-dominantly 
upheld?

Try-outs

Try-out 2
While evaluating the 2023 financials of Entity A, you 
observed that it had a net liability position (i.e., total 
liability is higher than total assets) for both years 
presented and the Company has been consistently 
incurring losses year on year.

What general feature(s) is applicable and what will you 
expect Entity A to disclose in its financials.

Try-out 3
A Company is contemplating how to present two 
items in the financial statements – whether to 
combine them as one item or not to. One of the 
items is a land in Lekki, Lagos whose book value is 
based on recent market value of N10bn. The 2nd 
item is a 3-months investment in KJ Bank whose 
value is based on the historical cost incurred to 
purchase the investment.

Should these items be combined as one item in the 
FS and which feature(s) is applicable here?

Try-out 4
Company A just terminated an agreement with 
one of its customers. 83.17% of the Company’s 
revenue is generated from this agreement.

What general feature(s) will you have in mind 
when reporting this in the FS?



Try-out 5
1 Jan 2022 – KKK Ltd sold goods to customer and earned 
income of CU20m on that day.

8 Jan 2022 – KKK Ltd receives CU20m payment from 
customer

On which of the above dates should income be recorded?

Try-outs – Cont’d 

Try-out 6
4 March 2022 – KKK Ltd bought raw materials on credit from 
vendor for CU2m and took immediate ownership of the item.

8 March 2022 – KKK Ltd paid vendor half of the CU2m

10 April 2022 – KKK Ltd settled the remaining half

On which of the above dates should the raw material be 
recorded?

Try-out 7
9 July 2022 – KKK Ltd received an advance inflow 
of CU10m from a customer.

8 August 2022 – KKK Ltd delivered the purchased 
item to the customer

On which of the above dates should income be 
recorded?

Try-out 8
9 July 2022 – KKK Ltd made an advance payment 
to a vendor of CU80m.

8 August 2022 – The vendor delivered the item 
purchased 

On which of the above dates should expenses be 
recorded?



Contents of 
financial statements.

“Inspiration exists, but it has to find you working.

Pablo Picasso



Content of Annual Report & FS.

1. The Independent Auditor’s Report
2. The Directors’ Report
3. Statement of Directors’ Responsibilities (SoDR).
4. Statement of Corporate Responsibilities (SoDR).
5. Statement of profit or loss & other comprehensive income (SPLOCI)
6. Statement of financial position
7. Statement of cash flows
8. Statement of changes in equity
9. Notes, including material accounting policies to the FS.
10.Comparative information (See slides on comparative information)

Other National Disclosures
1. Value added statement
2. Five-year financial summary 

Bringing the pieces together – 
Common Content  of Annual Report & FS



Independent Auditor’s Report



An audit firm (firm 
of Chartered 
Accountants)

independently 
examines an 
entity’s 
financial 
statements 
(FS)

by applying 
pre-agreed 
laws, 
frameworks & 
standards

with the 
objective of 
expressing an 
opinion on 
the FS.

What is a financial statement audit?

An audit firm 
(firm of 
Chartered 
Accountants)



Accounting Yard

Two parties are involved in the audit work: the auditor and the client.

Audit firm

The Audit Team interfaces 
with the representatives of 

the Company (typically 
called “Client”). They work 
to gather evidence which 

form the basis for 
expressing their opinion.

The Client

The Company being audited will 
be represented by their staff. The 
staff are to provide the trial 
balance and other information to 
enable the auditor carry out ther 
work.



Planning

Reporting

Archive the 
audit file

Overview of an Audit carried out in accordance with the International Standards on Auditing (ISA)

Execution

PlanningPlanning

Bonus!
Facilitator to share e-book showing checklist and key considerations to prepare for a year-end audit. 

In addition, interested participants can also purchase Accounting Yard’s course on audit in practice for 
Beginners at a discounted price.



Elements of an Independent Auditor’s Report

1. Title
2. Addressee 
3. Auditor’s Opinion
4. Basis for Opinion
5. Material Uncertainty Related to Going Concern (if applicable)
6. Key Audit Matters (KAMs) - (if applicable)
7. Emphasis of matter (if applicable)
8. Other matter (if applicable)
9. Other information
10.Responsibilities of the Directors for the Financial Statements
11.Auditor’s Responsibilities for the Audit of the Financial Statements
12.Report on Other Legal and Regulatory Requirements (if applicable) 
13.Name & signature of the Engagement Partner (along with FRC Number)
14.Name of the audit firm
15.Date of the Audit Report 

Facilitator should share the audit report from a published FS and briefly explain its structure.

Facilitator should display DAAR Communication Plc’s FS to show application of the paragraph for 
“Material Uncertainty Related To Going Concern”.



Directors Report.

Accounting Yard



General Essence of a Director’s Report
Facilitator should share 
the Director’s Report in a 
published FS and briefly 
explain the content.

Beyond the FS, the 
Directors still have a lot to 
say about the entity they’ve 
been entrusted with.

With the report, Directors 
can report as much as 
required to the 
shareholders of the 
Company.

It is usually signed by the 
Company’s Secretary on 
behalf of the Directors.

Financial statements (FS) 
focuses mostly on the figures. 
What is included in these FS is 
strictly guided by the 
requirements of accounting 
standards and laws.

To allow the Directors 
speak about how they have 
run the Company (beyond 
its FS), the Director’s 
Report has been provided. 

It has been included as key 
reporting requirement in 
accordance with Section 
385 of CAMA.





SoDR and SoCR

Directors presented the Director’s Report (and SoDR) showing their activities and attesting to their 
responsibilities. SoDR is signed by 2 Directors.

The Independent Auditor also has a report of their work.

However, there seems to be silence about the responsibilities of senior management (especially if 
they’re not directors). That’s where the SoCR comes in! It’s required by Section 405 of CAMA. SoCR is 
signed by CEO and CFO (or persons performing similar functions within the organization)

Management

Prepare & 
Review FS

Directors

Responsible 
for the FS &  
approve it

Independent 
Auditors

Audit FS

Stakeholders

Make 
decisions 
based on 

FS

Who is responsible for what in the financial reporting process?

Regulators
Review FS and oversee the performance of the directors and external auditors

Facilitator to display an SoDR & SoCR



Try-out 1
Which of the following is not an element of the 
audit report?

Try-outs

a) Title

b) Responsibilities of the employees of the Company

c) Report on other legal and regulatory requirements

d) Signature of the auditor

Try-out 2
Who signs the SoCR?

Try-out 3
Who signs the SoDR?

a) 1 Director
b) 3 Directors
c) CFO and CEO or persons performing similar 

functions.
d) 2 Directors

Try-out 4
Who is the independent auditor’s report addressed 
to?

a) Directors
b) Management
c) Shareholders
d) Directors and shareholders

a) 2 Directors
b) Company Secretary
c) CFO and CEO or persons performing similar 

functions.
d) CFO and CEO



Statement of financial position



Overview of the SFP
Total assets must be equal to the addition of liabilities and equity

Assets Liabilities Equity

Sources from which the 
assets were financed.

Borrow externally 
(Liabilities)

Use funds from owners
(Equity)

The SFP presents what the business owns (assets) and owes (liability).

• It is to be signed by 2 Directors in accordance with CAMA 2020.

• The CEO (or Managing Director) and the CFO are both to sign on the SFP for Public Interest Entities 
(PIEs) in line with FRCN Guidelines. 



Statement of financial position
The process of generating profit and cash generally gives rise to assets and liabilities which are recorded in the “Statement of financial position.

Statement of financial position

Assets 10

Liabilities (4)

Equity 6

Statement of financial position

Assets 10

Liabilities 4

Equity 6

Total equity & liabilities 10

OR

Equity can also be a negative figure

Regardless of the presentation method used, total assets must be equal to liabilities + equity. That is:

Assets = Liabilities + Equity
The above equation is called “Accounting Equation”

This method of 
presentation is more 

common



Assets Liabilities Equity

Facilitator should project TotalEnergies Published to show and explain major SFP items.

✓ Property, plant & equipment (PPE) e.g., 
computer, building etc.

✓ Inventory

✓ Trade receivables

✓ Other receivables e.g., interest income 
receivable, rent receivable etc.

✓ Prepayment

✓ Cash & cash equivalent

✓ Investments

✓ Intangible assets

✓ Deferred tax assets

✓ Contract assets

✓ Accrued income

✓ Statutory receivables e.g., WHT 
receivable

✓ Trade payable

✓ Accrued expenses

✓ Current tax liabilities

✓ Statutory payables (e.g., 
WHT payable, VAT payable 
etc.,)

✓ Provisions

✓ Deferred revenue or 
contract liabilities

✓ Other payables e.g., 
interest expense payable

✓ Share capital

✓ Share premium

✓ Retained earnings

✓ Other reserves such as 
revaluation reserve.



Sample Statement of 
Financial Position (SFP Assets

Liabilities

Equity

(SFP can also be 
presented in the 
order of liquidity, 
if the reporting 
entity is a 
financial 
institution)



Statement of profit or loss & other 
comprehensive income (SPLOCI)



To preserve the integrity of profit or 
loss considering how widely it is 
used for financial performance 
analysis purposes, some IFRSs 

requires that specific income and 
expenses must be designated as 
“Other Comprehensive Income”.

Total comprehensive 
income (TCI)

Profit or loss Other comprehensive 
income (OCI)

An entity shall 
recognise all items of 
income and expense 

in a period in profit or 
loss unless an IFRS 
requires or permits 

otherwise.

Overview of SPLOCI



Content of SPLOCI (Presentation suitable for financial statements (external reporting))
In compliance with IAS 1

Profit or loss

Revenue X

Cost of sales (X)

Gross profit X

Selling & distribution expenses (X)

Administrative expenses (X)

Research & development expenses (X)

Impairment loss on trade receivables & contract assets (X)

Other expenses (X)

Operating profit/(loss) X

Finance cost (X)

Finance income X

Other income X

Profit before tax X

Tax (expense)/income (X)

Profit/(Loss) for the year X

Other Comprehensive Income

Items that will not be reclassified to profit or loss:

Revaluation of property, plant and equipment X

Remeasurement of defined benefit liability (X)

Net change in fair value of equity investment - FVTOCI X

Share of OCI of an associate X

Tax effect (X)

(X)

Items that may be reclassified to profit or loss in subsequent periods:

Net gain on hedge of net investment (X)

Exchange differences on translation of foreign operation (X)

Net gain/(loss) on cash flow hedges (X)

Net change in costs of hedging (X)

Net loss on debt instruments at FVTOCI (X)

Share of OCI of an associate X

Tax effect X

X

Other comprehensive income for the year, net of taxes X

This can also be a negative figure.



Presentation methods: Single Statement Method Vs. Separate Statement Method 



Income Statement Presentation: “By nature” Vs “By function” Vs “Mixed”

Profit or loss (By Function)

Revenue X

Cost of sales (X)

Gross profit/(loss) X

Selling & distribution expenses (X)

Administrative expenses (X)

Research & development expenses (X)

Operating profit/(loss) X

Finance cost (X)

Finance income X

Other income X

Profit/(loss) before tax X

Tax (expense)/income (X)

Profit/(Loss) for the year X

Profit or loss (By Nature)

Revenue X

Other income

Expenses:

Changes in inventory X

Raw materials and consumables consumed X

Staff costs X

Depreciation & amortisation X

Other expenses X

Total expenses (X)

Profit/(Loss) before tax X

Profit or loss (Mixed)

Revenue X

Cost of sales (X)

Gross profit X

Selling & distribution expenses (X)

Administrative expenses (X)

Research & development expenses (X)

Impairment loss on trade receivables & 
contract assets (X)

Other expenses (X)

Operating profit/(loss) X

Finance cost (X)

Finance income X

Other income X

Profit before tax X

Tax (expense)/income (X)

Profit/(Loss) for the year X



Sample 
Statement of profit or 
loss & other 
comprehensive income



Content of income statement (Presentation suitable for financial statements (external reporting))
The presentation method for external reporting has changed by virtue of IFRS 18 (Effective 1 January 2027, earlier application permitted).

Statement of profit or loss (IFRS 18 Sample)

Operating

Revenue X

Cost of sales (X)

Gross profit/(loss) X

Other operating income X

Selling expense (X)

General and administrative expenses (X)

Impairment loss (Goodwill or financial assets) (X)

Other operating expenses (X)

Operating profit/(loss) X

Share of profit from associates and joint ventures (X)
Investing

Gain on disposals of associates and joint ventures X

Profit/(Loss) before financing and taxation X

Interest expense on borrowings and lease liabilities (X) Financing
Interest expense on pension liabilities (X)

Profit/(Loss) before taxation X

Income tax expense (X)

Profit/(Loss) for the year X



Statement of cash flows



If either or both the opening and closing balances is negative, 
it implies that the business may have taken more overdraft 

than its positive cash balance.

Statement of cash flow

Operating cash flow X

Investing cash flow X

Financing cash flow X

Total cash flow X

Opening cash balance X

Closing cash balance X

Bird’s eye view of a Statement of Cash Flows.
Cash flow is about generating and spending money. Sources of cash flows are operating, investing and financing.

Any or all these figures 
can end up being 

negative and it’s not 
abnormal!



030201
Operating 
cash flows

✓ Cash received 
from 
customers

✓ Cash paid to 
suppliers and 
employees

✓  Tax paid

✓ Interest paid

Investing 
cash flows

✓ Cash proceeds 
from sale of 
non-current 
assets.

✓ Cash paid to 
acquire non-
current assets.

✓ Interest received 
and any other 
returns from 
investments 
(e.g., dividend 
received.

Financing 
cash flows

✓ Cash received 
from issue of 
equity shares.

✓ Principal 
repayments.

✓ Proceeds from 
borrowings

✓ Dividend paid

✓ Alternatively, interest paid can also be presented under financing cash flows because it is a cost of raising debt capital

✓ Dividend paid can also be presented under operating cash flows to evaluate how strong the operations is.

✓ Interest received can also be presented under operating cash flows (if the business is a financial institution).

Specific examples of cash flows.

✓ Operating cash flows are cash flows 
from the principal revenue 
producing activities of the entity 
and any other activity that is not 
investing or financing.

✓ Investing cash flows arise from 
acquisition and disposal of non-
current assets.

✓ Financing cash flows arise from 
activities that change the 
composition of borrowings and 
contributed equity.

Facilitator to 
project a SCF 
and walk 
participants 
through it



What is cash? What is cash equivalent? 
Not everything you have in the bank is cash!

Cash equivalent

❑ Highly liquid short-term 
investment (say 3-
months maturity).

Cash

❑ Some money in the bank may 
be restricted and not available 
for working capital purposes. 
Such monies are excluded 
from the “cash balance”.

❑ Only monies that are available 
for working capital purposes 
are considered as part of 
cash. Others are referred to as 
“Restricted cash”

❑ For example, Debt Service 
Reserve Account (DSRA), 
maintained as buffer in case a 
borrower defaults.

❑ Subject to insignificant 
risk of changes in 
value.

❑ Earmarked and 
available for working 
capital purposes.



Statement of cash flows (Indirect method)

Operating activities

Profit/(Loss) before tax X

Adjustments:

Depreciation & amortisation X

Allowance for doubtful debts X

Any other non-cash item X

Cash flow before working capital X

Movement in working capital

Changes in inventory X

Changes in trade & other receivables X

Changes in trade & other payables X

Cash flow from operations X

Interest paid (X)

Tax paid (X)

Net cash flow from operations X

Statement of cash flows (Direct method)

Operating activities

Cash received from customers X

Cash paid to suppliers and employees (X)

Tax paid (X)

Interest paid (X)

Net cash flow from operations X

Both amounts are typically expected to be 
same (as long as same inputs were used to 

derive them).

Presentation methods for operating cash flows.
Indirect method reconciles profitability to liquidity while direct method (DM) shows the source of the cash flows. DM is encouraged by the accounting standard).



Try-out 1
Cash received from government for COVID-19 palliative 
should be classified under which activity and why?

Try-outs

a) Operating 

b) Investing

c) Financing 

d) Either of operating or investing

Try-out 2
Explain the modalties for signing the SFP.

Try-out 3
Increase in revaluation surplus by N50bn. Where 
should this be presented in the SCF?

Try-out 4
Which of these statement(s) does not need to be 
signed 

a) Statement of financial position
b) Statement of cash flows
c) Statement of changes in equity
d) Notes



Statement of changes in equity (SCE)



 Share 

capital 

Retained 

earnings

Revaluation 

surplus Total

Notes  ₦'000  ₦'000  ₦'000  ₦'000 

Balance as at 1 January 2023       5,000     407,296        100,000     512,296 

Total comprehensive income for the year:

Profit/(loss) for the year           -       165,219                -       165,219 

Revaluation surplus for the year      27           -               -                  -               -   

Tax effect of revaluation surplus           -               -                  -               -   

Total comprehensive income for the year             -      165,219                   -      165,219 

Transaction with owners of the Company

Issue of shares during the year      26           -               -                  -               -   

Dividend declared      28           -               -                  -               -   

Transaction with owners of the Company             -                 -                     -                 -   

Balance as at 31 December 2023      5,000    572,516       100,000    677,516 

Balance as at 1 January 2024       5,000     572,516        100,000     677,516 

Total comprehensive income for the year:

Profit/(loss) for the year           -       185,691                -       185,691 

Revaluation surplus for the year 27           -               -            21,662       21,662 

Tax effect of revaluation surplus           -               -   (2,166)         (2,166)      

Total comprehensive income for the year             -      185,691         19,496    205,187 

Transaction with owners of the Company

Issue of shares during the year 26       5,000             -                  -           5,000 

Dividend declared 28           -   (10,489)                   -   (10,489)    

Transaction with owners of the Company      5,000 (10,489)                    -        (5,489)

Balance as at 31 December 2024 10,000 747,718 119,496     877,214 

Statement of changes in equity for the year ended 31 December 2024

Starts with the opening balance 
of prior year

Obtained from and must agree with the 
“statement of profit or loss & other 
comprehensive income”

Must agree with all underlying documents 
e.g., dividend declared must agree with 
Signed Board Resolution.

• Total balance should agree with the total 
equity on the “statement of financial 
position (SFP)”. 

• Total in each column must also agree with 
the SFP.

• Same balance should be carried forward

Obtained from, and must agree with, 
the “statement of profit or loss & other 
comprehensive income”

Must agree with all underlying document 
e.g., dividend declared must agree with 
Signed Board Resolution.

The total balance should agree with the 
total equity on the “SFP”. The total in each 
column must also agree with the SFP.



Notes, comprising material accounting 
policies & other explanatory information



Specific accounting 
policies

Basis of 
preparation

Overview of notes

Disclose the 
information 

required by IFRSs 
that is not 
presented 

elsewhere in the 
FS.

Provide 
information that is 

not presented 
elsewhere in the

FS, but is relevant 
to an 

understanding of 
any of
them.



Systematic ordering of notes

General 
information 
about the entity

Material accounting 
policies01 04

Basis of preparation Critical accounting 
judgements and key 
uncertainties

02 05

Statement of 
compliance with 
IFRS

Supporting information 
& breakdowns for 
SPLOCI, SFP, SCF and SCE

03 06

Other disclosures:
▪ Contingent liabilities
▪ Events after reporting period
▪ Financial risk management

07

Facilitator to 
project the 
notes from a 
published FS 
and show these 
items.

Facilitator 
should also 
upload a 
template to 
help assess 
material 
accounting 
policies



Statement of Value Added (SVA)

Facilitator to explain the essence of the SVA, project the 
SVA and explain its structure/content.



Statement of Value Added 

31-Dec-24 31-Dec-23

Notes ₦'000 % ₦'000 %

Sales 8  10,268,713    14,877,713 

Finance income 14          17,062           25,941 

Other income 15            2,873             4,319 

 10,288,649   14,907,973 

Bought in goods and services

Imported (1,877,828)  (2,743,591)   

Local (7,511,311)  (10,974,365) 

Value added/(eroded)       899,510 100%     1,190,017 100%

APPLIED AS FOLLOWS

To pay employees

Salaries, wages and other benefits 10       331,127 37%         506,859 43%

To pay Government

Current taxation 25.1       124,084 14%         207,597 17%

Deferred taxation 25.1                  -   0%                   -   0%

To pay providers of capital

Finance cost 13          91,759 10%         107,945 9%

To provide for maintenance of fixed assets

Depreciation and amortisation 10       166,848 19%         202,397 17%

Retained in the Company

Profit for the year       185,691 20%         165,219 14%

Value added/(eroded)       899,510 100%     1,190,017 100%

Top part shows us source of the “Value 
Added” by the organization during the 
reporting period.

Bottom part presents how the “Value 
Added” was allocated amongst key 
stakeholders, namely:

• Employees

• Government

• Providers of Capital

• Maintenance of fixed assets; and

• Profit (or loss) retained for the growth 
(or absorption) of the business.

Both figures (for prior and current years) must be exactly same, otherwise, something might be wrong somewhere!



5-year Financial Summary



5-year Financial Summary

1. This has no specific format. 

2. Useful for trend analysis.

3. The Financial Summaries are expected to be based on IFRS.

4. The Financial Summary may be lesser for Companies in existence for less than 5 
years. In those cases, it is better referred to as “Financial Summary” instead of 
“5-year Financial Summary”.

5. It is typically expected to summarise the following for at most 5-years:
➢ SFP, 
➢ SPLOCI and 
➢ KPIs – Earnings Per Share, Net Assets Per Share etc.
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