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Accounting and Auditing Hub

CIFRS for SMEs
Section 2+ Concepts and Pervasive Principles

Scope of this Section+ This section describes the objective of
financial statements of small and medium-sized entities (SMESs)
and the qualities that make the information in the financial
statements of SMEs useful.

Objective of financial statements of small and medium-sized
entities is to provide information about the financial position,
performance and cash flows of the entity that is useful for
economic decision-making by a broad range of users of the
financial statements who are not in a position to demand
reports tailored to meet their particular information needs.

Qualitative Characteristics of Information in the Financial
Statements+

» Understandability: Information should be presented in a
way that makes it comprehensible by users who have a
reasonable knowledge of business and economic activities
and accounting and a willingness to study the information
with reasonable diligence.

¢ Relevance: The information must be relevant to the
decision-making needs of users when it is capable of
influencing the economic decisions of users by helping them
evaluate past, present or future events or confirming, or
correcting, their past evaluations.

o Materiality: Information is material if its omission or
misstatement could influence the economic decisions made
on the basis of the financial statements.

o Reliability: Information is reliable when it is free from
material error and bias and represents faithfully that which
it purports to represent.

o Substance over Form: Transactions, conditions and other
events should be accounted for and presented in
accordance with their substance, not just their legal form.

¢ Prudence: Is the inclusion of a degree of caution in the
exercise of the judgements needed in making the estimates
required under conditions of uncertainty, such that assets
or income are not overstated, and liabilities or expense
are not understated.

This article is a summary of CIFRS for SMEs 2015 Edition.

o Completeness: Information must be complete within the
bounds of materiality and cost. An omission can cause
information to be false or misleading and thus unreliable
and deficient in terms of its relevance.

o Comparability: Users must be able to compare the
financial statements of an entity through time to identify
trends in its financial position and performance and those
of different entities to evaluate their relative financial
position, performance and cash flows from period to period,
measurements, and accounting principles.

o Timeliness: It involves providing the information within
the decision time frame.

¢ Balance between Benefit and Cost: The benefits derived
from information should exceed the cost of providing it.

¢ Undue Cost or Effort: Considering whether obtaining or
determining the information necessary to comply with a
requirement would involve undue cost or effort depends
on the entity's specific circumstances and on management's
judgement of the costs and benefits from applying that
requirement.
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