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The different presentation of the internal and external financial statements 

Assoc Prof Noryati Binti Md Noor 

 

A business, may it be a sole trader, partnership, or corporation, needs to monitor its financial performance 

and financial condition.  Most commonly, this is achieved through the preparation of the financial statements 

or referred in the Malaysian Financial Reporting Standards (MFRS) as general purpose financial statements.  

The MFRS is a financial reporting framework issued by the MASB 

for non-private entities in Malaysia. The MASB glossary defines 

the general purpose financial statements as “financial statements 

that are intended to meet the needs of users who are not in a position 

to require an entity to prepare reports tailored to their particular 

information needs.”  According to the Conceptual Framework of 

Financial reporting (2018), these users may be the internal users 

such as the owner(s)/existing investors, managers and employees; 

and the external users such as potential investors, lenders and other 

creditors, regulators, and members of the public. 

All entities reporting in Malaysia must apply the suitable accounting standards issued by the MASB, which 

is the (1) Accounting Standards for Private Entities and (2) Accounting Standards for Entities Other than 

Private Entities.  A private entity is defined by the standards as “a private company as per section 2 of the 

Companies Act 2016.” The focus is on the latter, specifically MFRS 101: Presentation of Financial 

Statements.  There is no specific format for the presentation of the internal financial statements for the use 

of the internal users; however, the external financial statements presentation has to comply with the 

requirements of MFRS 101. 

The preparation for the external financial statements will start with the internal statements. Figure 1 shows 

the flows of preparing the internal financial statements. 

 

  

Figure 1: The accounting cycles. 
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Figure 2 depicts the change in the presentation of the trading statement.  The external presentation does not 

have detailed calculations.   

.   

The presentation of the income statement in Figure 3 below is very concise and adopts the analysis of expense 

by function. 

 

 

 

The other presentation of expenses is by nature of 

expense as presented in Figure 4 (MFRS 101, 

paragraph 102). 

Figure 2: Change in the format of presentation for the trading statement. 

Figure 4: Analysis of expense by nature 

Figure 3: The format of presentation for the statement profit or loss 



 

19 | P a g e  
 

There are more similarities than differences in the presentation of the statement of financial position as shown 

in Figure 5.  The difference will be in the presentation of the non-current assets and the shareholders’ equity.  

The presentation of the current assets and current liabilities of both internal and external statements is the 

same. 

 

 

 

Other statements that will complete the external financial statements are the statement of changes in equity, 

statement of cash flows and the notes to the accounts. The preparation and presentation of all these statements 

are governed by several MFRSs. 
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Figure 5: The format of presentation for the statement of financial position 
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