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EXECUTIVE SUMMARY 

The purpose oftlus report IS to compare the EgyptIan AccountIng Standards (EASs) Issued to date 
WIth InternatIonal AccountIng Standards (lASs) and to Itst those accountIng Issues not proVIded for 
m the EgyptIan standards The report IS the trutIal part of the CapItal Markets Development (CMD) 
project's efforts to enhance complIance WIth EASs and InternatIonal Standards on AudItIng (ISAs) 
The project's actIVItIes m tlus area are deSIgned to asSISt the CapItal Market Authonty (CMA) to 
enhance transparency and the presentatIon and dIsclosure of financIal and non-financIal InformatIon 
ofpubbcly traded comparues, as well as to Improve the CMA's capaCIty to enforce compbance m 
tlus area Subsequent project actIVItIes WIll assess the adequacy of dIsclosure reqwrements, reVIew 
and reVIse procedures for momtormg compbance WIth EASs and ISAs, and offer trammg m lASs 

Generally, the EASs Issued to date are SImIlar to the correspondmg lASs Only the EgyptIan 
standard for accountIng for finance lease contracts dtffers sIgmficantly from the mternatIonal 
standard Issued on the same Issue 

Whtle they are covered under the lASs, a number of relevant accountIng Issues are not prOVIded for 
m the EASs In the absence of an OffiCIal ArabIC translatIon of the lASs, tlus report IdentIfies 
several areas m whIch new EgyptIan standards should be drafted 

The dtsclosure reqwrements of the EASs Issued to date are generally sImdar the reqwrements m 
the correspondmg lASs However, the presentatIon reqwrements for finanCIal statements as 
defined by the executIve regulatIons of the CapItal Market Law (CML), dIffer from the presentatIon 
reqwrements as defined m lAS 1 "PresentatIon of Fmancial Statements " 

Fmally, tlus report reVIews the InternatIonal AccountIng Standards Commtttee's (lASC) procedures 
for developmg and modtfYmg standards, as a pOSSIble model for the ImplementatIon of SImIlar 
procedures m Egypt 



FINANCIAL STATEMENT PRESENTATION AND DISCLOSURE REQUIREMENTS 

A Comparison Between Egyptian and International Accountmg Standards 

A Introduction 

In 1993, the executIve regulatIons to the EgyptIan Capital Market Law (CMI..., Law 95 of 1992) 
were Issued, requmng that financIal statements of publIcly held comparnes be prepared accordmg 
to mtematlonal accountIng standards (lASs) and audIted accordmg to the mtemattonal standards on 
audItIng (IS As) The executIve regulatIons also reqwre that financIal statements be presented m 
formats prOVIded m the C:rvn..' s executIve regulatIons These reqwrements are deSIgned to enhance 
market transparency and the presentatIon and dIsclosure of finanCIal InformatIon of publIcly traded 
comparnes 

At the tIme the executIve regulatIons were Issued, there was not, WIth the exceptIon of the bIg five 
accountIng firms, adequate awareness of the lASs, nor was there an offiCIal ArabIC translatIon For 
these reasons, accountants contInued to follow theIr preVIOUS practIces The only ImpltcatIon of the 
new reqwrements was that comparnes had to Issue two sets of finanCIal statements--one set m the 
commonly used "T" form and another set m the formats proVIded m the executIve regulatIons 

In 1996, m order to enhance and enforce the appltcatIon of the lASs, the Mmtster of Economy 
Issued a decree formmg a lugh-Ievel commtttee to develop EgyptIan accountIng and audItIng 
standards, as well as related codes of profeSSIonal ethtcs and conduct The COmmIttee IS chrured by 
the Mtruster of Economy, and Its memberslup mcludes the CMA Chrurman, Chrurman of the 
Comparnes Department, and representatIves from the Central AudItIng Agency (CAA), EgyptIan 
ASSOCIatIon of Accountants and AudItors (EAAA), and the EgyptIan InstItute of Accountants and 
AudItors (EIAA) The lugh-Ievel COmmIttee formed three subCOmmIttees made up of pubhc 
accountants, accountIng experts, and speCIalISts to work on the three topIcs-accountIng standards, 
audItIng standards, and related codes of profeSSIOnal etlucs and conduct 

In 1997, the EgyptIan AccountIng Standards (EASs) were Issued as a part of the CMI...'s executIve 
regulatIons and became oblIgatory for all Jomt-stock comparues and lImIted-habIhty by shares 
comparnes 

Tlus report compares the presentatIon and dIsclosure reqwrements found m the EASs to those 
found m the lASs, hstIng those accountIng Issues not covered by the EASs It also addresses the 
process of developmg and updatIng EASs and lASs The report 1S the first step m the Cap1tal 
Markets Development (CMD) proJ ect' s ass1stance to the CMA and 1ts other partner mstItutIons m 
mcreasmg complIance WIth EASs and ISAs (work plan task CMA-l 4) In subsequent actIVItIes, 
the project WIll work WIth the CMA and market partiCIpants to assess the adequacy of d1sclosure 
reqUIrements, reVIew and reVIse procedures for morutonng adherence to EASs and ISAs, and offer 
trarrung m IASs 
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B Egyptian Accounting Standards Issued to Date 

Nmeteen EASs were Issued by Muustenal Decree 503 of 1997 (October) Another accountmg 
standard, on finance-lease contracts, was Issued prevIOusly m September 1997 Subsequently, two 
more standards were Issued m July 1998 No other EASs, nor any updates, have been Issued smce 
that date 

Generally, the EASs are slrrular to the lASs, except for certam drfferences wruch adapt the lASs to 
the Egyptlan busmess enVIronment The followmg IS a hst ofEASs matched Wlth the correspondmg 
lASs 

EASs Corresponding lASs 

DIsclosure of Accountmg Pohcles lAS 1 

2 Inventory lAS 2 

3 Informatlon to be DIsclosed m the Fmanclal Statements lAS) 

4 Cash Flow Statements lAS 7 

5 Net Profit or Loss for the Penod Fundamental Errors and Changes m lAS 8 
Accountlng PolICIes 

6 Research and Development Costs lAS 9 

7 Contmgencies and Events Occumng after the Balance Sheet Date lAS 10 

8 Constructlon Contracts lAS 11 

9 PresentatlOn of Current Assets and Current LIabIhtIes lAS 13 

10 Fl'xed Assets and DepreCiatIon lAS -\. & 16 

11 Revenue lAS 18 

12 Accountlng for Government Grants and DIsclosure of Government lAS 20 
AssIstants 

13 The Eflects of Changes m ForeIgn Exchange Rates lAS 21 

14 BorrOWIng Costs lAS 23 

15 Related Party DIsclosures lAS 24 

16 Accountlng for Investments lAS 25 

17 Consohdated FmanCIal Statements and Accountmg for Investments In lAS 27 
Subsichanes 

18 AccountIng for Investments In AsSOCiates lAS 28 

19 DIsclosures m the Fmancial Statements of Banks and Smular Fmancial lAS 30 
InstItutlOns 

20 AccountIng For Fmance Lease OperatlOns lAS 17 

21 AccountIng and ReportIng of RetIrement Benefit Plans lAS 26 

22 Eanungs Per Share lAS 33 

The only EAS that sigruficantly dIffers from the correspondmg lAS concerns finance-lease 
contracts (number 20 above), wruch was Issued as an executIve regulatIon to Law 95 of 1995 The 
Egyptian standard follows the taxatIon and legal form rather than the substance of such contracts 
For mstance, the EgyptIan standard recogruzes the leased asset as a fixed asset on the balance sheet 

( 



CAPITAL MARKETS DEVELOPMENT PROJECT 

of the lessor, whereas the mtemattonal standard recogruzes It as a receIvable account on the balance 
sheet of the lessor and as a fixed asset on the balance sheet of the lessee 

C Accountmg Issues Not ProvIded for m the EASs 

As of January 1999, 22 EASs had been Issued, compared to 39 lASs (two of whIch have been 
subsequently superseded) Accordmgly, certam accountmg Issues addressed m the lASs have not 
been proVlded for m the EASs The followmg IS a hst of those accountmg Issues not covered by the 
EASs 

1 Reportmg financial Information by segment (lAS 14) 

Presentmg mformatton by segment proVldes financIal-statement users Wlth mformatton on the 
relanve SIze, profit contnbutton, and growth trend of the dIfferent mdustnes and drfferent 
geograprucal areas m wruch a dIversIfied enterpnse operates TIns enables the users to make more 
mformedJudgments about the enterpnse as a whole Rates ofprofitabIhty, opporturuttes for growth, 
future prospects, and nsks to mvestments may vary greatly between mdustry and geograprucal 
segments Thus, users of finanCIal statements need segment mformanon to assess the prospects and 
nsks of a diversrfied enterpnse, mformatton wruch they may not be able to determme from the 
aggregated data These dIsclosures are parttcularly Important for comparues workmg m more than 
one market (e g , local and foreIgn markets) and comparues workmg m two or more product areas 
(e g , mdustnal chemtcals and Palnts) 

2 BUSiness combinations (lAS 22) 

The need for tills standard anses from developments m the current busmess enVlronment, where the 
number of acqulSlttons and mergers has mcreased sigruficantly The standard's objectIve IS to 
prescnbe accountmg treatments for busmess combmanons resultmg from the acqwsitton of one 
enterpnse by another, as well as the urutmg of mterests when an acqwrer can not be Identified 
Accounting for an acqwsitton mvolves determtnmg the cost of the acqwSItton, allocating the cost 
over the Identtfiable assets and habIhttes of the enterpnse bemg acqwred, and accounting for the 
resultmg goodWlll or negattve goodWlll, both durmg acqwsinon and subsequently Other accountmg 
Issues mclude accountmg for the mmonty mterest, acqmslttons that occur over a penod of ttme, 
subsequent changes m the cost of acqwsitton or m the IdentIficatton of assets and habIhttes and 
dIsclosure reqwrements 

3 FinanCial reporting of Interest In Jomt ventures (lAS 31) 

TIns standard IS needed to proVlde gwdance on the treatment for mterest m Jomt ventures and the 
reporting ofJomt-venture assets, habilIttes, mcome, and expenses on the fmancial statements of the 
ventures, as well as those of mvestors, regardless of the structure or form under wruch the Jomt­
venture actIVltIes take place 

4 Fmanclal Instruments disclosure and presentation (lAS 32) 

The dynamlc nature of the capItal market IS expected to result m the Wldespread use of a vanety of 
finanCIal mstruments 'Tlus standard IS needed to enhance finanCIal-statement users' understandmg 
of the sigruficance of on-balance-sheet and off-balance-sheet finanCIal mstruments to an enterpnse's 
finanCIal positton, performance, and cash flows 

The standard should prescnbe the reqmrements for presentmg on-balance-sheet finanCIal 
mstruments and Identtfy the Informatton that should be dIsclosed about both on-balance-sheet 
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(recogruzed) and off-balance-sheet (unrecogruzed) financIal mstruments The presentatIon standard 
should deal With the classmcatIon of the finanCIal mstruments between ltabIhtIes and eqUIty, the 
classIficatIon of related mterest, diVidends, losses, and gams, and the CIrcumstances m wruch 
financial assets and financial lIabIlItIes should be offset The disclosure standard should deal With 
mformatlOn about factors that affect the amount, tIrrung, and certamty of an enterpnse' s future cash 
flows relatlng to financIal InStruments and the accountlng polIcIes applIed to such InStruments In 
additIon, the standard should encourage disclosure of InformatIon about the nature and extent of an 
enterpnse s use of finanCIal mstruments, the busmess purposes that they serve, the nsks assocIated 
With them, and management's polICIes for controllmg those nsks 

5 Financial Instruments recognition and measurement (lAS 39) 

nus standard deals With the second part of the finanCIal mstruments Issue-recogrutIon, 
discontlnuous recogrutIon ( 'derecogrutIon' ), and measurement It also covers accountlng for 
secuntIzatIons and debt defeasance transanctIons, as well as accountlng for finanCIal assets and 
lIabilitIes used m complex nsk management strategtes and other hedgmg transactIons 

6 Accounting for taxes on Income (lAS 12) 

The objectIve ofthts standard IS to gtve gUIdance on accountlng for taxes on mcome m financial 
statements nus mcludes determmmg the amount of expenses or savmgs related to taxes on mcome 
durmg an accountmg penod and the presentatIon of such mformatIon on the finanCIal statements 
The need for thts standard anses from the fact that the tax prOVISIon IS calculated m accordance 
With the tax law and taxatIon rules and, m many respects, those rules differ from the accountmg 
polICies used to deterrrune accountlng mcome The effect of thts difference IS that the relatIonshtp 
between the prOVISion for taxes payable and accountlng mcome reported on the financial statements 
may not be representatIve of current tax rates nus IS a matter of confuSion for foreIgn mvestors m 
the EgyptIan Capital market 

7 Interim financial reportmg (lAS 34) 

An mtenm finanCIal report IS a finanCIal rerJrt that contams either a complete or condensed set of 
financial statements for a penod shorter than an enterpnse's full finanCIal year 

The objectIve of thts standard IS to prescnbe the mmtmum content of an mtenm financial report and 
the prmcipies for recogrutIon and measurement m complete or condensed financial statements for 
an mtenm penod TImely and relIable mtenm finanCIal reportIng Improves the abIlIty of mvestors, 
creditors, and others to understand an enterpnse s capacIty to generate earnmgs and cash flows, and 
ItS finanCIal condItion and hqUIdity 

The need for such a standard anses from the reqUIrement that all comparues lIsted on the stock 
exchange Issue mtenm finanCIal reports on a quarterly basIS Currently, there IS mconslstency m the 
presentatton of and dIsclosure m these reports For InStance, some comparues proVide for mcome 
tax m theIr mtenm finanCIal reports whereas others do not In addItton, there IS confusIOn about the 
basIS for measurement m these reports The frequency of an enterpnse's reportIng-annual, 
serruannual, or quarterly-should not affect the measurement of Its annual results To achteve thts 
obJectIve, measurements for mtenm-reportIng purposes should be made on a year-to-date basIS 
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8 Discontinuing operations (lAS 35) 

The objective of thts standard IS to establIsh a basIS for segregatIng rnformatlon about a major 
operation that an enterpnse IS wscontInumg from Informatton about Its conttnumg operattons, as 
well as to specIfy mmImUITl dtsclosure reqrurements about the operation that IS bemg discontInued 
DlstmgUIshIng conttnumg operations from those wruch wtll be discontInued Improves the ablhty of 
mvestors, credItors, and other users of financIal statements to project the enterpnse s cash flows, 
earnmgs-generattng capaCity, and finanCIal pOSItion The need for thts standard anses from current 
developments m some pnvatIzed comparues wruch are restructunng theIr operations, mcludmg 
sellmg or leasmg some of theIr production lmes, factones, and/or stores 

9 Impairment of assets (lAS 36) 

The objective ofthts standard IS to prescnbe the procedures that an enterpnse should apply to 
ensure that ItS assets are carned at no more than therr recoverable amount An asset IS carned at 
more than Its recoverable amount If Its carrymg amount exceeds the amount that can be recovered 
through use or sale of the asset If thts IS the case, the asset IS descnbed as Impatred, and the 
standard reqrures that enterpnses recogruze an Impamnent loss The standard also specIfies when 
an enterpnse should reverse an tmpatrment loss, as well as dtsclosure reqUIrements for Impatred 
assets The need for thts standard anses from the fact that assets of certrun pubhc-sector comparues 
are overvalued, due to, for example, the capItalIzation ofborrowmg costs 

10 Intangible assets (lAS 38) 

ThIs standard IS needed to prescnbe the accounttng treatment for mtangtble assets The prmclple 
Issues m accountIng for mtangtble assets are tmung the recogrutlon of the assets, deterrrunmg their 
carrymg amounts and the amortization charges to be recogruzed m relation to them, and 
deterrrurung and accounttng for Impatrments to the carrymg amounts Actually, the Egyptlan 
accountIng professlOn IS concerned that there IS no obJecttve cntena for measunng and accountIng 
for assets such as copynghts, lIcenses, patents, and brand names 

11 Employees and the cost of retirement benefits (lAS 19) 

In many comparues, retrrement benefits are a slgruficant element of an employees' remuneration 
packages It IS Important that the cost of proVldmg these retlrement benefits IS properly accounted 
for and that appropnate dtsclosures are made m the enterpnse's finanCIal statements 

The objecttve ofthts standard IS to prescnbe when the cost ofproVldmg rettrement benefits should 
be recogruzed as an expense and the amount that should be recogruzed It also prescnbes the 
mformatlon to be dIsclosed In the enterpnse' s finanCIal statements 

12 ProvIsIons contingent liabIlitIes and contIngent assets (lAS 37) 

The objectIve ofthts standard IS to ensure that appropnate cntena and measurement bases are 
apphed to proVISIOns, contIngent lIabllItles, and contIngent assets and that suffiCIent mformatlon IS 
dIsclosed In the notes to the finanCIal statements to enable users to understand theIr nature tlmmg, 
and amount ThIs standard IS needed to guIde accountants on theIr accountIng estlmates regardmg 
prOVISIons, contIngent lIabilItles, and contIngent assets 
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13 Standards not covered by EASs but not needed In the Egyptian environment 

There are two other accountmg Issues covered m the lASs wluch are not covered m the EASs 
However, these Issues are not relevant to Egypt s busmess needs They are 

1 lAS I5-InformatIOn Reflectmg the Effects of Changmg Pnces 
2 lAS 29-Fmancial ReportIng m HypennfiatIonary Econonues 

Muustenal Decree 503 of 1997 reqUIres that the lASs be applIed m those cases not prOVided for m 
the EASs However, there IS not an OffiCIal translation of the lASs, and most lIsted comparues and 
small accountIng firms do not have adequate access to them Tlus SItuaTIOn results m madequate 
dIsclosure on some finanCial statements 

D lAS ReVISions Not Covered by the EASs 

In addiTIon to those lASs not covered by the EASs, certaIn lASs have been either reformatted or 
updated to bnng them mto lme With recent developments m the mtemaTIonal accountIng profeSSIon 
(especIally m US and UK), and no correspondmg updates have been made to the EASs The 
followmg IS a lIst of those lASs updated or reformatted smce the correspondmg EASs were Issued 

1 In July 1997, the lASC board approved lAS 1, "PresentaTIon ofFmancial Statements," wluch 
became effect:lve for finanCIal statements covenng penods that began on or after July 1, 1998 
Tlus standard supersedes the preVIOUS lAS 1, "DIsclosure of AccountIng PolICIes," lAS 5, 
"InformaTIon to be DIsclosed m Fmancial Statements," and lAS 13, "PresentaTIon of Current 
Assets and Current LIabIlITIeS " 

2 lAS 35, "DIscontmumg OperaTIons" became effeCTIve for finanCIal statements covenng penods 
that began on or after January 1, 1999, supersedmg paragraphs 19-22 of lAS 8, "Net Profit for 
the Penod, Fundamental Errors, and Changes m Accountmg PobCIes " 

3 In Apnl 1998, lAS 36, "Impatrment of Assets," was approved It Will become effeCTIve for 
finanCIal statements covenng penods begmmng on or after July 1, 1999 It replaces the 
reqUIrements for recoverabIbty of an asset that are mcluded m lAS 9, ''Research and 
Development Costs" and lAS 16, "Property, Plant, and EqUIpment" 

E Presentation and Disclosure ReqUirements According to EASs and lASs 

PresentaTIon reqUIrements IdenTIfy the finanCIal statements that should be prepared, the structure 
and contents of those statements, and the way and order of presentmg dtfferent Items on each 
statement 

DIsclosure reqUIrements IdentIfy the addItIonal narraTIve and numencal mformaTIon to be prOVided 
along With the finanCIal statements, m order to gIve the users of the statements a better 
understandmg and to enable them to make Informed deCISIOns 

As mentioned above, except for the finance-lease contracts, the EASs are generally SImIlar to the 
lASs, and accordmgly, there are no matenal dIfferences between the dIsclosure reqUIrements of the 
EASs and those of the correspondmg lASs 

Nevertheless, there are, as follows, certatn dIfferences between EAS presentaTIon reqUIrements and 
those of the lASs 
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1 The presentatIon reqwrements have not been Issued as part of the EASs but as an appendIx to 
the CML' s executIve regulatIons, whereas those reqUIrements are proVIded for separately m 
lAS 1, 'PresentatIon ofFmanclal Statements " 

2 Under the EgyptIan presentatIon reqUIrements, four statements need to be prepared-balance 
sheet, statement of mcome, statement of cash flow, and statement of proposed dIVIdends lAS 1 
also reqwres four statements be prepared, the last one of wmch IS drfferent from the EgyptIan 
requIrements-balance sheet, statement of mcome, statement of cash flow, and statement of 
changes m eqwty 

3 The form of the finanCIal statements prOVIded m the CML's executIve regulatIons IS probably 
more detruled than It needs to be ThIs IS due to confuSIon between presentatIon and dIsclosure 
reqwrements For Instance, breakdowns of property, plant and eqwpment, and mventory are 
presented on the face of the balance sheet rather than bemg dIsclosed as a note to the finanCIal 
statements Also, the market value of marketable secuntIes IS presented on the face of the 
balance sheet rather than as a dIsclosure to the financIal statements 

4 The balance sheet form proVIded by the executIve regulatIons emphasIzes the dIrect 
presentatIon of the workIng CapItal, whereas the balance sheet m the lASs shows the total assets 
and total lIabIlItIes, dtstmgwshmg between current and non-current Items 

5 The mcome statement of lAS 1 dtstmgwshes between operatIonal and non-operatIonal actIVItIes 
WIthm the results of the ordmary actIVItIes, whereas the mcome statement m the executIve 
regulatIons does not 

6 Extraordmary mcome and expenses should be offset and presented net of tax on the mcome 
statement accordmg to lAS 1 Those Items are presented separately on the mcome statement 
form prOVIded m the executIve regulatIons 

7 Income tax expense IS presented as one captIon on the EgyptIan mcome statement, whIle only 
mcome tax expense on the profit from ordmary actIVItIes IS presented on the mcome statement 
accordmg to lAS 1, and taxes on extraordmary profits are netted from these profits 

8 Up-to-date, publIc-sector comparues are oblIgated to apply the Urufied Accountmg System 
(VAS), whIch prOVIdes accountmg pohces and pnnclples, as well as the presentatIon and 
dIsclosure requrrements for financIal statements In certam aspects, the UAS reqUIrements are 
dIfferent from those of the EASs Accordmgly, publIc-sector comparues used to Issue two sets 
offinancial statements (one set m accordance WIth the UAS and another set m accordance WIth 
the executIve regulatIons' presentatIon requrrements) 

AppendIX 1 to thIs report prOVIdes the IllustratIve finanCIal statements found m lAS 1 "PresentatIon 
ofFmancial Statements " 
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F The Process of Development and Publication of EASs and lASs 

Accordmg to Mmtstenal Decree 478 of 1997, the accountIng and audItIng standards commIttee 
establIshes the basIS and methods for amendmg, addmg to, and ehmmatmg EASs, and the proper 
methods for pubhshmg such amendments However, the comrruttee has not pubhshed those bases 
and all draft standards have been unOffiCIally dIstnbuted to selected publIc accountants through the 
EAAA and the bIg five accountIng firms, Wlth no estabhshed procedures for feedback and 
comment on the draft standards 

The folloWlllg are the procedures followed by the IASC m developmg and pubhshmg IASs These 
procedures could be used as a gmdelme for estabhshmg procedures for developmg EASs 

1 The IASC board estabhshes a steenng comrruttee Each comrruttee IS chrured by a board 
member and composed of at least three members of the IASC 

2 The steenng comrruttee IdentIfies and reVIews all accountIng Issues assocIated Wlth the tOpIC 
and consIders the apphcatIon ofIASC's framework for preparatIon and presentatIon offinanctal 
statements to those accountIng Issues The steenng comrruttee also studIes the dIfferent 
accountIng treatments that may be appropnate m dIfferent CIrcumstances The comrruttee may 
submIt a pomt outlme to the board 

3 After receIvmg comments, If any, from the board on the pomt outlme, the steenng comrruttee 
normally prepares and pubhshes a draft statement of pnncipies and/or other dISCUSSIon 
document The purpose of this statement IS to set out the underlymg accountIng pnncipies that 
Wlll form the basIS for the preparatIon of an exposure draft Comments are mVlted from all 
mterested partIes dunng the exposure penod, usually about three months 

4 The steenng comrruttee reVIews the comments on the draft statement of pnnclples and normally 
agrees to a final statement of pnnciples, wmch IS submItted to the board for approval and used 
as a basIS for preparmg an exposure draft of the proposed IAS The final statement IS avrulable 
to the publIc on request, but IS not formally pubhshed 

5 The steenng comrruttee prepares a draft of the exposure draft for approval by the board After 
reVISIon and approval by at least two-thirds of the board, the exposure draft IS pubhshed 
Comments are mVlted from all mterested partIes dunng the exposure penod, for a mmtmum of 
one month and usually at least three months 

6 The steenng comrruttee reVIews the comments and prepares a draft IAS for reVIew by the 
board After reVISIon and approval of at least three-quarters of the board, the standard IS 
pubhshed 

7 Durmg this process, the board may deCIde that the subject under consIderatIon warrants 
addItIonal consultatIon or would be better served by Issumg a dISCUSSIon paper for comment It 
may also be necessary to lssue more than one exposure draft before developmg an IAS 

As mentIoned above (number 2), the steenng comrruttee consIders the applIcatIon ofIASC's 
framework for the preparatIon and presentatIon of finanCIal statements for external users when It IS 
developmg new IASs In Egypt, the comrruttee assIgned to develop EgyptIan accountIng and 
audItIng standards, as well as to develop codes of profeSSIonal etlncs and conduct, has yet to Issue 
such a framework 

\ \ 



CAPITAL MARKETS DEVELOPMENT PROJECT 

A framework for the preparatIon and presentatIon of financIal statements IS needed to 

1 ASSISt the commtttee m developmg future accountIng standards and m reVlewmg eXIStIng 
standards 

2 ASSISt With harmoruzmg the accountIng standards and procedures by proVldmg a basIS for 
reducmg the alternatIve accountIng treatments permttted by the EASs 

3 AsSISt preparers of finanCial statements With understandmg and applymg EASs 

4 ASSISt audItors m fomung optruons as to whether finanCIal statements comply With EASs 

5 ASSISt users of finanCIal statements With mterpretIng the InformatIon contamed m finanCIal 
statements prepared accordmg to EASs 

6 PrOVide those who are mterested m the development of these standards With InformatIon on the 
process and approach of the commtttee' s work 

G ConclUSion 

Generally, great efforts have been made to mtroduce and adapt the lASs to the EgyptIan busmess 
enVironment More efforts need to be made, however, m order to develop new standards and to 
keep those standards up to date With the correspondmg lASs Also, presentatIon reqUIrements need 
to be amended to comply With those of the lASs 

Fmally, elImmatIng pubhc-sector compames' applIcatIon of the UAS and reqUInng them to apply 
the EASs should be consIdered 



AppendIX IIlustra1::Jve Fmanclal Statement Structure 

The appendix 1:' Illuslranve only and does not form part of the standards The pllrpo~e of the appendu: ]s 
to zllUSG'are rhe applicanon of the standartl. to asSlS[ In clanfymg therr meanmg 

The Standard sets out the comuoncnts of financIal statements and mmll1lllm recrurrcments for dIsclosuIC on 
the face of the balance sheet and the Income statement as well :IS for the presentatlOn or changes III eqUlty It 
also estabhshes further Items thal may be presented e.ttb.er on the face of the rdev~ml {inanclal statemenL or In 

the notes Thc purpose of the AppencID.. IS LO provIde eh.amples of the ways In which the requrrcments for 
the prec::entatIon of the mcomc statement, balance sheet and changes m equlty might be pre!.cnted In the 
pnmary financIal slatements The order of prescntatIon and the descrIptIons used for lme l1.e'm :JIould be 
changed where necessary In order to achIeve a falI' presentatIon m each enterpnse'::, partlcular crrcumstmlccs 

Two mcorne statements are provIded for tIlustratIve purposes, illustratmg the two alternatlve classificatIons 
of mcorne and expenses, by nature and by functlon. The two alternatIve aDproaches to presentmg changes m 
eqUIty are also illustrated 

XYZ Group - balance sheet as at 31 Decemher 20-1 

em thousands of currency uruts) 

ASSETS 
Non-<:l1rrent assets 
Property phnt and cq1llpment 
Goodwill 
Manufaclunng 1tcence~ 
Investments In as::.OClares 
Other nn.mclal assets 

Current assets 
Invc:nrones 
Tradf: omd other recelVables 
Preoayments 
Cash and ca.cm eqUivalents 

EQUITY AND LIABILITIES 
Captt.t.llllld reserv~ 

20-2 

x 
X 
X 
X 
X 

X 
X 
X 
X 

--- --- - - - - -------

20-2 20-1 20-1 

X 
X 
X 
X 
X 

X X 

X 
X 
X 
X 

X X 

X X 



Internatlonal Accountmg Standards 

Issued capital 
Reserve.~ 
Accumulated pI'ofits/(1oss~) 

M"monlY lIlterest 

Non-currcnt habilitlu 
Intl:r~t be!lIlllg borro.vmgs 
Deferred LaX 
Reor~entbenchtob~ganon 

Current h:ullhhes 
Trade and other payabtcs 
Shoo-tenn hOITO\VlIlgs 
Current pOl'tLon of mterest­
beanng boIT'O\VlIlgs 
W IIITallty proVll>lon 

Total equrty and habllitles 

x 
X 
X 

X 
X 
X 

X 
X 

X 
X 

X 
X 
X 

X 
X 

X 
X 
X 

X 

X 
X 

X 
X 

X 

X 

XYZ Group - mcome statement for the year ended 31 December 20-2 

(illustratmg the classificatIon of expenses by functIOn) 

(m thousands of cum."Ilcy UDlts) 

20-2 
Revenue X 

Cost or :.ales (X) 

Gros~ profit --x-
Other oper <itmg mcome X 

Dtst1'1bub.on ('OS(5 (X) 
Acinumstratlve expem,c....., ex) 
Other operatlng exp~s (X) 

Profit from operatlon:. X 

Fm.anc..e cost (X) 
Income: from asSOCIates X 

Profit before tax X 

lncome t.J.. .... expense: (X) 

-----

X 
X 

X 

X 

X 

20-1 
X 

(X) 

X 
X 

ex) 
(X) 
ex) 
X 

(X) 
X 

X 

(X) 



.. --------

InternatlOnal Accounting Standards 

Pn)fit dftllr llll. X X 

M!1lonty Intelest eX) (X) 

Net prorrt from orlllDltry .u.1mUes X X 

E'CIraordmary 11.,:m, X (X) 

Net profit for the penoll X X 

XYZ Group - mcome statement for the yeaJ' ended 31 Decemher 20-2 

(IllustratIng the dassxfkatJon of expenses by nature) 

em thousands of currency umts) 

20-2 20-1 
Revenlle X X 

Othel operatmg mcome X X 
ChangeS.ln mventones offimshcd goods and 
work In progress eX) x 
Workpelfonned by the cnu:rpn'>C and capltabed X X 

Raw matenal and consumablcs ut>ed (X) (X) 
Staff costs (X) (X) 
DeprecIatIon dIld dIIlOrtl~atlOn e'qlense (X) eX) 
Other oper dtlIlg eh'Penses (X) (X) 

Protit from operatIon:. X X 

Fmonceco'5i eX) (X) 

f lnwme tram !I:,SOC111tes X X 

ProfIt before tn X X 

Income tax expense (X) ex) 
Profit after tax X X 

MmoI1ty lllteresl. (X) (X) 

Net protlt or 108s from ordinary actlvlces -X- X 

E'ctraordlOary Items X (X) 

Net profit for the pcnod X X 

XYZ Group - !:.tatement of chang~ m equlty for the year ended J1 December 20-2 " 

, 
" , 
I 

r 
(~ 
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InternatIOnal Ac..countmg Standd.rd~ 

(m thousands or currenC) Units) 

&har~ Shan. Rr..v.:t1ual1on I nmsl<l[\ol1 ACClllllUl.u~d I owl 
c:lpltal prelIllum r~e n::.crvl. pmlil 

Balance at 31 Decembo- 20 0 X X X (X) X X 
Changd m !l<.Mlunllng pohc..y (X) (X) 

Re::rt:J.tci b:ll:mce X- X- X (X) X X 

Surplus on revalullnOD at 
properuc::. X X 

DeficIt on rev1lluatlon of 
mvestmenrs (X) (X) 
Currency tnmslnuoD. dl11'et em.e:. (X) 

Net gams and losses not 
recogmsed m the mc..orne: 
statement X ex) X 

Net profil for the penod X X 
D1Vldends eX) (X) 
Issue of shan: C!!plLdl X X X 

Balsnce at 31 Dec..cmhcr 20-1 X X X (X) X X 

Deficl! on revalUdl10n of 
propertIes (X) eX) 
Surplus on n:valUAtlon of 
mvestments X X 
CtuTency tx'aIblaIlon dIlJerences eX) (X) 

Net g~ and lol.~t.~ not 
n:cogtllseci m the mcome 
statement (X) (X) (X) 

,. ~et profit for the pcnod X X 
DIVldends (X) eX) 
Issue of:.han:: capItal X X X 

Bal 'IIlce at 3 I Dec..embcr 20-2 X X- X (X) X -X-

An alternatIve method ofpresennng changes lJ'l equlty 1S Illustrared below 

XYZ Group - 'ito.tement of recogmsed gazns and losses for the year ended 31 December 20-2 

(m thousands of currency Ulllts) 

20-2 2U-1 

SurplusI(ddl<..ll) on r~:tluaoon ofpropertles (Y) X 



Internatlonal A<..countmg Standards 

SurpLusltdc/i('ll) on (evDludllon u1: UlveStD1cnl:l X (X) 

ExchdIlge dlfi'erentMl on trlUlslolllon 01: the 
financlJI :![atemellt~ or lorelgD. ellntlc~ eX) (X) 

Net ~ll1llS not reeogI1lScd In the Income 
statement X X 

Net profrt for the period X X 

TotJl rccognued glllDs .tnd losses X X 

Eff,,:t.l of changes In cit.COllIltUlg polley (X) 

The above example LlZZlSrrate::. an approach whIch presents those changes In equlty [hat represent gams 
and losses m a separate component ofrhejmanclal starements Under rhZi approach, a reconCIlIatIOn oj 
openmg and closmg balances of .'Jhare caplta~ reserves and accumulated profit, a.l lllu.rtrared on the 
prevIous page, IS gIven In rhe note::. to (he/manCIal statements 
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