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The half-time results

Executive summary

It is a truth that nothing in company reporting is
simple these days.

The above statement reads like an exam question to be followed by
the word “discuss”. For those studying what is happening in UK
corporate interim reporting, the case for the affirmative answer is
powerful. Two major changes are about to happen:

• the EU’s Transparency Directive has to be introduced into UK
regulation; and

• as part thereof, companies will have to comply with the
International Accounting Standards Board’s standard, IAS 34
Interim Financial Reporting.

This publication considers how these changes will affect British
companies by contrasting new requirements with present practice in
interim reports as measured in a survey of current practice. In key
areas the results of three older surveys published respectively in
2002, 1999 and 1995 are included to provide comparisons over
time.

The key findings in this work are:

• the Transparency Directive’s requirement for the half-yearly
results to be published within two months of the period end will
affect 38% of listed companies who currently report in the third
month after the period end. UK companies’ speed of reporting
has improved from 51% taking over two months in 2002 to only
38% in the past 2004/5 season;

• 46% of companies produced only six-monthly and annual
performance numbers. The others produced a variety of reports
from formal quarterly reports and monthly reports from the
investment trusts to one ad hoc trading statement. Thus, apart
from the 21% of monthly and quarterly reporters, the remaining
79% will be hit by the burden in the Transparency Directive of
producing at least two “interim management statements”;

• the explanatory narrative sections within the half-yearly reports
will require significant attention to ensure that the detailed
requirements in the Directive are met. Of particular interest will
be the need to focus on the principal risks and uncertainties for
the remaining six months of the year and to report on major
related party transactions; and

• while segmental information is more frequently given by the
largest companies, overall 50% of companies currently provide
no segmental analysis within their financial information.
Of course, some may have only one business segment. But it is
likely that a significant percentage will be affected by IAS 34’s
requirements for such information.

All these changes are due to be brought in over the next two years.
Some companies will volunteer to follow IAS 34 at least to the
extent it augments, rather than contradicts, existing Listing Rules in
2005. To assist them, the final Appendix to this report sets out a
model interim report. With the additional need to provide
reconciliations between previously published numbers under UK
accounting rules to the new IFRS numbers, the result is somewhat
frightening. This may be why a BBC business journalist was
reminiscing of the good old days, not so long ago, of only two
numbers of any importance, pre-tax profits and post-tax profits.

Returning to the opening statement, perhaps it is time to recognise
the oxymoron in “complicated company reporting”. Can it be
communicating if the message is lost in the verbiage and the
numerology?

1
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The half-time results

The rules of interim reporting
and survey objectives
The requirements for accounting information to be provided in
interim reports are set out in the Listing Rules of the Financial
Services Authority, which require that:

“A company which has listed shares must prepare a report, on
a group basis where relevant, on its activities and profit or loss
for the first six months of each financial year.”

These interim reports act as a progress report in the continuing
reporting process, fulfilling a confirmatory and predictive function.
Interim reports should enable users to monitor the progress of a
business from its financial position as stated in the last set of annual
financial statements and to assess the impact of recent events and
developments on operating performance and financial position.

Only five years ago all that was required in interim reports were some
profit and loss account numbers and a short explanation. For periods
commencing on or after 23 December 1999, companies also had to
provide a balance sheet and a cash flow statement. This change to
the Listing Rules incorporated the main recommendations set out in 
a non mandatory Statement on Interim Reports produced by the
Accounting Standards Board in 1997. That Statement remains extant
to this day.

The UK Listing Authority (UKLA) will make further changes over the
next two years as it will be obliged to implement the EU
Transparency Directive. This Directive was finalised on 15 December
2004 and member states are required to comply with it by
20 January 2007. Proposals from the UKLA on its intentions for
implementing this Directive are expected later this year.

For the half-yearly financial reports there will be a number of
changes. These include the following.

• The reports must be published within two months of the period
end.

• The companies concerned will have to ensure that the reports
remain publicly available for at least five years.

• Those responsible within the company for the half-yearly report
must make a statement therein to the effect that:

“to the best of their knowledge, the condensed set of
financial statements which have been prepared in
accordance with the applicable set of accounting standards
gives a true and fair view of the assets, liabilities, financial
position and profit or loss of the issuer, or the undertakings
included in the consolidation as a whole…, and that the
interim management report includes a fair review of the
information required…”.

• The interim management report, which is the explanatory
narrative section of the half-yearly report, has to include not only
a report on events that occurred during the first six months of
the year but also a description of the principal risks and
uncertainties for the remaining six months of the financial year
and a report on major related party transactions.

• If the company is caught by the 2002 EC Regulation on reporting
under International Accounting Standards then the financial
information in the half-yearly report must be prepared in
accordance with the relevant standard on interim financial
reporting, which is currently IAS 34.

Compliance with IAS 34 will create more changes for UK reporters.
Those changes include the following.

• Present UKLA rules require that the comparative balance sheet is
that at the previous interim date. In other words, if an interim
report is to 30 June 2005 then it is the balance sheet at 30 June
2004 that must be given as the comparative information. IAS 34
requires that the balance sheet at the end of the immediately
preceding financial year, namely December 2004 in the above
example, must be given.

• The segmental revenue and results for the business or
geographical segments used as the company’s primary basis of
reporting in its annual financial statements must be given in the
half-yearly report.

• Detailed disclosures on for example major acquisitions or
disposals of subsidiaries, changes in estimates or contingent
liabilities or contingent assets, changes in equity statements and
so on are required by IAS 34. Appendix 1 to this report sets out 
a disclosure checklist covering the present requirements and
highlighting the additional rules from IAS 34.

A further change in the reporting landscape is that the Companies
(Audit, Investigations and Community Enterprise) Act 2004 has
extended the remit of the Financial Reporting Review Panel (FRRP) 
so that interim reports are now caught. In a recent press notice, the
FRRP stated that “in 2005 the Panel will pay particular attention
to interim reports with a view to identifying companies whose
year-end accounts are expected to be subject to significant
changes following the adoption of international accounting
standards from 1 January 2005”.

It is in the context of all these new rules coming into force over the
next two years that this survey of current corporate interim
reporting practice was carried out.

2
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The half-time results

The main objectives of this survey were to consider:

• what information companies provide in their interim reports;

• how disclosure may vary depending on the size of the company;

• how promptly companies are reporting and what means they use
to publish the reports;

• how the findings on current corporate interim reporting compare
to the results of previous surveys undertaken in 2002, 1999 and
1995; and

• the impact of adopting IAS 34, the international accounting
standard on interim reporting.

To determine current practice, the interim reports of 100 listed
companies, published in 2004/5, were obtained. The sample is, as
far as possible, consistent with that selected at random and used in
previous surveys. Because of the recent trend of delisting and the
reduction in the number of UK listed companies, the sample could
not be identical. 75 of the companies surveyed in 2002 were still
fully listed in 2004/5. 10 of these companies did not have interim
dates that matched our 2004/5 selection criteria, so 65 companies
in our 2004/5 sample were also surveyed in 2002.

35 additional companies were selected for the 2004/5 survey, based
on market capitalisation to provide a final population stratified into
three categories; companies within the top 350 companies by
market capitalisation, those companies ranking 351-965 by market
capitalisation and the third category of smallest 350 companies by
market capitalisation. As a result of the significant reduction in the
number of fully listed UK companies, the three categories listed
above had to be amended from the categories used in the 2002
survey to ensure a sufficiently large population within the third
category. Not surprisingly, the top 350 list of companies looks most
similar to the equivalent list from the 2002 survey.

3
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The half-time results

The mechanics of reporting

In view of the constant demand by stakeholders for faster, more
reliable and more extensive reporting, this section examines to what
extent interim reports meet these demands, including:

• the speed of publication of interim reports; 

• quarterly reporting;

• the level of involvement of auditors when preparing interim
reports;

• the mode of delivery including e-reporting; and

• the visual style and extent of the interim report.

Speed of reporting
Companies are required by the Listing Rules to report their interim
results within 90 days of the period end. The ASB Statement is more
stringent and recommends the interim report be produced within
60 days.

Companies take on average 55 days to report (2002: 61 days).
All companies in the sample reported within 90 days, although three
companies took exactly 90 days to report. 38 companies failed to
meet the 60 day deadline recommended by the ASB compared to
51 companies in 2002, of which eight were companies in the top
350 (2002: 15). The 14 companies reporting within 30 days were
relatively evenly spread across the three categories.

An overview of the speed of publication is given in figure 1.

In its December 2004 newsletter “List!”, the UK Listing Authority
referred to its option to extend the 90 day publication deadline, for
the first interims prepared using IFRS, to 120 days in line with
current European legislation. However, the Transparency Directive
2004/109/EC of the European Parliament and the European Council,
which has been published in the Official Journal late in 2004, will
require that half-yearly reports should be made public at the latest
two months after the period end. This is currently expected to come
into force in the UK in 2006/7.

Figure 2 shows how the speed of reporting has changed from
previous surveys. Companies are now reporting more quickly than 
in previous years, following an insignificant change in reporting
speed between 1999 and 2002.
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Figure 2: How quickly are reports produced compared  
to the surveys in 2002, 1999 and 1995?
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The ASB Statement recommends that the date on which the report
is approved by the board of directors is disclosed. In the 100 interim
reports surveyed, there were five instances in which there was no
obvious indication of the date of publication. For these companies,
the date of publication has therefore been derived from other
information sources such as press releases. In one instance, the
board only reviewed but did not explicitly approve the interim
information, as recommended by the ASB Statement.
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Quarterly reporting
A number of companies issue quarterly statements or trading
updates, either voluntarily or as a result of dual listings. In most
cases quarterly statements are produced as separate statements in
addition to the half-yearly report. Of the 100 companies surveyed,
13 made quarterly trading statements available on their websites.
Ten companies produced a quarterly statement for only the first or
the third quarter, on an ad hoc basis to explain significant events or
transactions. In eight cases, all of which were investment trusts,
monthly fact sheets containing information about financial
performance and position were available online. 23 companies
prepared pre-close trading updates for their interim and/or annual
results, but no quarterly information. 46 of the 100 companies
surveyed did not produce trading updates in addition to their
interim and annual reports.

Only one interim report contained quarterly information in addition
to the cumulative six month figures.

As mentioned earlier, the Transparency Directive is expected to come
into force in 2006/7. The Directive contains the requirement for
listed companies to issue at least two “interim management
statements”, one during the first half, and another during the
second half, of the financial year. Such statements should contain:

• an explanation of material events and transactions during the
period and their impact on the financial position of the group;
and

• a general description of the financial position and performance
of the group during the period under discussion.

Companies which prepare quarterly reports, either voluntarily or
because of particular listings, are exempt from the requirement to
prepare interim management statements. Based on the 2004/5
experience of quarterly reporting practice amongst UK listed
companies, the requirements for interim management statements
by the Transparency Directive will result in an additional reporting
burden particularly for smaller companies, and more systematic
reporting for others.

The auditors’ involvement
Since the 2002 survey, auditor involvement in the interim reporting
process has fallen slightly overall, as shown in figure 3. 49 of the
companies surveyed showed evidence of auditor involvement,
compared to 54 in 2002. Interestingly, the auditor involvement
remains most widespread in the largest companies where the
number of companies referring to auditor involvement has notably
increased from 62% in 2002 to 79%. In contrast, in the smallest
350 companies auditors’ involvement has fallen from around 50%
in 2002 to 30%.

The Listing Rules require that “where the figures in the half-
yearly report have been audited or reviewed by auditors […],
the auditors’ report should be reproduced in full”. No company
in the survey went to the extent of having its interim report audited
in full. 49% (2002: 54%) of companies had a review performed and
reproduced the review report as required.

Of the 51 companies that did not include a review report in their
interim statements, only 12 companies stated explicitly that the
interim information had been neither audited nor reviewed.
The majority of the remaining companies stated only that the
interim information was unaudited. The Transparency Directive will
introduce a rule in this area. If the interim report has not been
audited or reviewed by auditors, the company must make 
a statement to that effect in its report.
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Figure 3: How does auditor involvement compare to  
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Mode of delivery
The Listing Rules require a company either to “send the half-yearly
report to the holders of its listed securities; or insert the half-
yearly report, as a paid advertisement, in at least one national
newspaper”. It was not always clear from the report or other
company information such as press releases, which companies have
sent copies of the interim reports to shareholders and which
published in a national newspaper. Of the companies surveyed, at
least 52 companies sent out their interim report.

Companies increasingly use the Internet as a means to communicate
quickly and cheaply with their shareholders. 80% of the companies
surveyed had published interim information on their company
websites as shown in figure 4 (2002: 64%).
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As expected, web reporting is more common in the larger
companies. Of the companies surveyed, only ten (not included in
figure 4) did not appear to have a website, all of which were in the
smallest 350 companies.

Visual style and extent
There was a wide range of styles and extents of interim reports.
Some companies produced mini-annual reports, up to 62 pages
long, providing extensive commentary and detailed information 
to capture their shareholders’ and investors’ interest and to
communicate effectively on the development and performance of
their companies. In contrast a small number of companies continue
to produce typescript documents of as little as three pages
(excluding one page newspaper adverts) that merely seek to comply
with the minimum Listing Rules requirements.

The average number of pages contained in the interim reports
surveyed, excluding one page newspaper adverts, was 13 pages.
Probably unsurprising, the average length of the interim report
overall varies according to the size of the company. Figure 5 shows
the average number of pages, with the lowest and highest number
of pages per category of companies.

6
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Figure 5: How many pages does an average interim  
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0

10

20

30

40

50

60

70

Percentage 

Average Lowest Highest

8879-Half-time results  4/2/05  4:01 pm  Page 6



The half-time results

The explanatory narrative

The Listing Rules require half-yearly reports to contain “an
explanatory statement which includes:

(a) any significant information enabling investors to make an
informed assessment of the trend of the group’s activities
and profit or loss;

(b)an indication of any special factors which have influenced
those activities and the profit or loss during the period;

(c) enough information to enable a comparison to be made
with the corresponding period of the preceding financial
year; and

(d) so far as possible, a reference to the group’s prospects in
the current financial year”.

The explanatory statement gives the opportunity for management
to place their results in context, outline the activities of the group
during the period and convey their thoughts on what the future
might hold for the group. In difficult times the narrative can be used
to explain and justify decisions which the board has taken and to
update on the progress made.

This section examines:

• the author of the explanatory narrative;

• its length; and

• the contents.

Who makes the commentary?
While commentary is mostly presented in one main section, 28 of
the companies surveyed provide more than one section. In some
cases, there was a short statement by the Chairman, followed by 
a more detailed commentary from one or more other directors.
Overall the Chairman remains the main commentator in interim
reports.

The results show that:

• in 64 interim reports the Chairman was the main author of the
commentary whereas the Chief Executive was the main
commentator in only eight cases. Included in these numbers are
cases where there was only one report. In these cases, the
Chairman was sole commentator in 52 interim reports and the
Chief Executive in two cases;

• in one instance the chairman and chief executive was one person;

• in 16 interim reports the commentary was provided by both the
Chairman and the Chief Executive, six of which were in combined,
and ten in separate, sections;

• six interim reports also included a commentary by the Finance
Director, together with the commentary by the Chairman (2), the
Chief Executive (3) or both (1);

• in one report the company secretary provided the commentary,
as did the board of directors in another company;

• in nine interim reports, the author of the commentary was not
identified. Two of these reports contained quotes from the Chief
Executive, but no signature. Of the unidentified reports, eight
were in the top 350 category;

• a further nine reports included additional sections for which the
authors were not identified; and

• in one instance only highlights were given but the report did not
contain an explanatory commentary as such.

These results are summarised in figure 6.
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Figure 6: Who makes the main commentary?
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This is an area in which there is likely to be a change in practice,
following the introduction of the Transparency Directive. While it
does not detail who must give the “interim management report” as
it calls the explanatory section, it requires a confirmatory statement,
from those responsible for the management report, to the effect
that the report gives a fair review and that the condensed set of
financial statements gives a true and fair view of the group’s assets,
liabilities, financial position and profit or loss. The names and
functions of those taking these responsibilities must be clearly
identified.
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How long is the commentary?
The length of the narrative varies extensively. Following the increase
of the number of words since the first survey in 1995 up to 2002,
the trend is now reversing. The length of the commentary has
reduced in favour of shorter commentaries below 500 words. This
finding is consistent with the message that emerged from a recent
Deloitte survey on annual reporting.* 

Content of commentary
The content and quality of the commentary given was found to be
as varied as its length.

The vast majority of the companies surveyed (96%) made some
attempt to discuss the significant events and trends in the interim
period. 83% of the companies sought to provide more helpful and
useful information by putting the company’s results into the context
of the industry and general economy (2002: 77%). However, the
quality of comments made here was variable, ranging from a
detailed analysis of the company’s activities and the industry in
which it operated, to bland comments on the state of the economy.
A few examples follow.

“The economy has slowed in the last quarter but we remain
well placed to continue to build on our success.”

“Overall, we believe that the Group is on track to meet
market forecasts for the full year and, in the absence of
unforeseen circumstances, we would expect to maintain the
level of final dividend paid last year.”

More incisive comments are not necessarily lengthy. The following
seek to explain industry developments and their impact on
performance.

”Corporate rumour and speculation continue to abound in
this sector, where further consolidation is perhaps overdue,
and competition for the attraction and retention of
competent staff remains fierce, often to the advantage of only
the legal profession. However we will continue to nurture and
protect our recognised areas of niche excellence, and our
balance sheet strength: therefore my cautiously confident
view of the longer term future is undiminished.”

“Oil refining capacity is fully utilised and refinery throughputs
are at maximum levels in many countries, particularly the US.
Consequently the industry is experiencing the highest margins
for many years. This environment provides many opportunities
to utilise our technology and experience to increase refining
capacity while respecting environmental constraints and to
develop cohesive site-wide energy conservation strategies. 
[…] We expect these opportunities to translate into stronger
demand for our improved services and software next year as
clients utilise higher profits to optimise operations.”
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Figure 8 shows how the length of the commentary has changed
since the 1995 survey of interim reporting.

* ‘From carrots to sticks – A survey of narrative reporting in annual reports’
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The following comments were enjoyable.

“The rise in benefit claimants and the compensation culture
are two more unholy hags that bode badly for our economy in
the months ahead. Their malicious allies are the looming
iceberg of the private sector pension deficit and the rising cost
of raw material, especially oil. We learn that the price of West
End property is being inflated by the demand from Hedge
Funds and Government Agencies. Whilst it is reasonable for
the investors in the former to pay for the proximity to
Purdey’s and Wilton’s, it is baffling to the point of
incomprehension why the Curriculum and Qualifications
Agency or its ilk needs to occupy a prime position on
Piccadilly; particularly if […] can thrive in the obscurity of
Isleworth; the gravy train of government contracts ultimately
seeps out of the productive pockets of the tax payer.”

The ASB Statement on Interim Reports recommends that the
following bold matters should be discussed in the commentary, so
that the user can make an informed assessment of the company’s
financial position and performance. The survey findings on these
matters are also summarised.

• Reference to the company’s prospects in the current
financial year – in many cases this remains often no more than
a couple of sentences at the end of the commentary.

• Information on perceived trends – this should include
information such as an indication of the company’s plans for the
future, any major uncertainties or the possible effects on the
annual result. 13% of interim reports did not contain such
information.

• Treasury analysis – only 10% of the companies surveyed
provided a meaningful, added value financial review or treasury
analysis. 31% of companies merely gave a factual discussion on
the balance sheet. The remaining companies did not include
some sort of treasury analysis.

9
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The accounting information

The requirements for accounting information to be provided in
interim reports are set out in the Listing Rules. The ASB Statement
on Interim Reports contains additional recommendations and best
practice as to the content of interim reports.

This section examines:

• the accounting information provided; and

• the impact of new accounting standards.

Balance sheet
Since the changes to the Listing Rules in 2000, companies have
been required to include a balance sheet in their half-yearly report.
Although the Listing Rules do not specify the content of the balance
sheet, the ASB Statement recommends a full balance sheet.

98% of the companies surveyed produced a full balance sheet as
defined in the ASB Statement. The other two companies produced
an abridged version.

Cash flow information
The Listing Rules require all companies to provide a cash flow
statement. 97% of companies surveyed produced full cash flow
statements as recommended by the ASB Statement. One company
in the sample did not provide a cash flow statement in its interim
report as such, failing to comply with the minimum Listing Rules’
requirements. However other information published at that time
included cash flow information.

The inclusion in the interim report of associated notes such as the
analysis of net debt, reconciliation of net debt to the movement in
cash and reconciliation of operating profit to operating cash flow is
more variable. (The ASB Statement recommends the two
reconciliations but they are not required by the Listing Rules.) Only
30% of companies provided all three of these notes (2002: 27%),
whereas 9% did not provide any of them (2002: 12%).
42 companies, compared to 48 in 2002, included two of the notes
and 19 companies provided only one cash flow related note.
Figure 9 shows the number of companies providing each note.

Statement of Total Recognised Gains and Losses
The ASB Statement recommends, in addition to the other three
primary statements, the presentation of the Statement of Total
Recognised Gains and Losses (STRGL). But as the STRGL is not
required by the Listing Rules it is not surprising that its inclusion 
in the interim report is less common than the other primary
statements.

Figure 10 shows the number of companies which have given a
STRGL or explicitly stated that none is required. In addition to the
45 companies that included a STRGL in their interim report, a
further 19 companies prepared their interim reports in line with the
SORP for Investment Trusts, which incorporates a STRGL into the
Statement of Total Return. Of those 19 companies, ten explicitly
stated that their accounting was in accordance with the SORP. Eight
of the companies surveyed stated that no STRGL was required,
whereas the remaining 28 companies did not mention the STRGL in
their interim reports. This represents a slight improvement on the
findings in the 2002 survey.
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STRGL or not required

Figure 10: How many companies provide a STRGL or  
state that none is required, compared to earlier surveys?
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The half-time results

Figure 10 shows how many companies provide a STRGL or state that
none is required.

Segmental information continues to be provided more often by the
larger companies surveyed, presumably because they are more likely
to have distinct segments. The level of disclosure in the larger
companies has increased since the 2002 survey, with five companies
providing segmental information in addition to turnover and/or
profit or loss analyses.

Other statements
Regarding the other statements recommended by the ASB the
survey found that 47% did not refer to the reconciliation of
shareholders’ funds (2002: 40%) and only four companies provided
historical cost profit and loss data (2002: five). Only one company
specifically stated that there was no material difference between
reported and historical profits or losses.

Earnings per share information
The Listing Rules require that companies present “earnings per
share expressed as pence per share”. The ASB Statement states
that:

“Basic earnings per share should be derived from the results
for the interim period and calculated and disclosed in the
same manner as at the year-end. Companies that choose to
present in their annual financial statements additional
amounts per share based on another level of earnings should
present them also in their interim accounts, calculated and
disclosed in accordance with FRS 3”.

However, the ASB Statement pre-dates Financial Reporting Standard
No. 14 Earnings per share which requires basic and diluted
earnings per share to be presented with equal prominence on the
face of the profit and loss account. It appears reasonable to
presume that the principles of FRS 14 apply to interim reports.

Of the 71 companies which provided alternative earnings per share,
68 disclosed the alternative earnings per share on the face of the
profit and loss account. This compares to 58% of the companies
surveyed in 2002, and 29% in 1999. One company presented
alternative EPS on the face of the profit and loss account and the
statutory basic and diluted EPS in the notes. This is not in
compliance with the Listing Rules.

11

Segmental information
The ASB Statement recommends that segmental information is
given for turnover and profit or loss. Figure 11 shows what
segmental information is being provided.
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Figure 12 shows how many companies provide alternative EPS and
how this has changed over time.

Basis of preparation of interim results
The ASB Statement recommends the preparation of interim results
on the discrete measurement basis, under which the interim period
is treated as a distinct accounting period. In only two interim reports
the measurement basis was explicitly stated to be the discrete
method, as recommended by the ASB. All other companies surveyed
did not mention the measurement basis.

Accounting policies and new accounting standards
The Listing Rules require that where accounting policies are to be
changed in subsequent annual financial statements, “the new
accounting policies and presentation should be followed, and
the changes and the reasons therefor should be disclosed in
the half-yearly report”. Most companies attempted to explain and
quantify the impact of the new accounting policies adopted.
This represents an encouraging improvement on the findings of the
2002 survey, when some companies merely mentioned the relevant
standards.

Figure 13 shows the disclosures made on accounting policies.
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Figure 12: How has the provision of alternative EPS  
changed since the 1995 survey?
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Comparatives
The Listing Rules require that companies present comparatives
“for the corresponding period in the preceding financial
year”.

Five companies (2002: three) in the sample failed to comply with
the Listing Rules by not providing the balance sheet comparatives
for the corresponding period in the previous financial year. There
was no stated reason for this. These companies presented only full
year comparatives for the balance sheet.

The ASB Statement recommends that full year comparative figures
also be provided. 98% of companies provided full year
comparatives, although seven of these companies did not provide
these for all primary statements. These findings are similar to those
of previous surveys.

80% of companies provided the statement required by section 240
of the Companies Act 1985 when extracts from statutory financial
statements are published (2002: 67%). 16% made some attempt at
this statement (2002: 27%), but omitted some of the requirements
of section 240, mostly the statement that they do no represent
statutory accounts. Two companies did not provide any such
statement even though full year comparatives were included in the
interim report. The remaining two companies did not provide full
year comparatives and, consequently, were not required to make
this statement.
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10% of companies made no reference to the accounting policies
adopted in the preparation of the interim report, compared to 20%
in 2002. The degree of disclosure of changes made was markedly
superior among the larger companies in the sample. Nine
companies stated some accounting policies but did not make
reference to the accounting policies applied for the prior year or any
changes in the accounting policies applied. Another company fully
included its principal accounting policies in the interim report. In two
instances a change in accounting policy was explained, but no
reference was made to the prior year in respect of the other
accounting policies. Another company stated the preparation of the
interim report “in accordance with the normal accounting
policies of the Group” without making reference to the prior year.

FRS 17 Retirement benefits and its impact on companies’ balance
sheets and distributable profits meant that more reference is made
to this standard which will become fully effective for periods
beginning on or after 1 January 2005. Of the 100 companies
surveyed, 14 had adopted FRS 17 in full compared to only one
company in the 2002 survey. It should be noted that none of the
surveyed 351-965 companies by market capitalisation had adopted
FRS 17 in full in their 2004/5 interim compared to 11 in the top 
350 companies and 3 in the smallest 350. One of the companies
which had adopted FRS 17 included the full disclosures as required
by the standard in its interim report, based on a full actuarial
valuation at the interim date. In most cases it was not clear from the
interim report how the pension assets and liabilities have been
valued at the interim date. Two companies had clearly carried out an
actuarial valuation at the interim date, one of which had adopted
FRS 17 during the interim period.

Of the 86 companies that have not yet adopted FRS 17, only two
made reference to the standard and the impact of the net pension
deficit on the financial position of the company, in the narrative
commentary of the interim report.

Of those companies which had changed their accounting policies
either in the interim period or the second half of the preceding
financial year, by far the most common reason was for the adoption
of UITF 38 Accounting for ESOP trusts. UITF 38 is mandatory for
accounting periods ending on or after 22 June 2004.

13
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International developments

International Financial Reporting Standards (IFRS) will apply for the
consolidated financial statements of listed companies for accounting
periods beginning on or after 1 January 2005.

The IFRS framework includes a standard dealing with interim
reports, IAS 34 Interim financial reporting. The Financial Services
Authority (FSA) has indicated that, as interim statements must be
drawn up on the basis of the accounting policies that will be applied
in the next annual accounts, 2005 interims will be prepared on the
basis of the recognition and measurement rules of IFRS. The interim
must be presented in accordance with the requirements of the
existing Listing Rules, but need not necessarily adopt the full
disclosure requirements of IAS 34. Whether or not companies
choose to adopt IAS 34 early, or simply apply IFRS policies to the
disclosures required by the existing Listing Rules, there will need to
be extensive explanation of the changes to the accounting policies,
to inform the readers.  

The amount of time and effort in restating for the impact of IFRS will
be significant, as acknowledged in the FSA’s letter of 25 October 2004
to Chief Executives, offering an extension to the filing period, from 
90 to 120 days, for the first IFRS interim report. There will also be time
pressures on auditors who are asked to review these interims.
Companies will want to plan early the auditors’ involvement to enable
completion of the review by the relevant deadline.

Requirements of IAS 34 and the Transparency Directive
IAS 34 prescribes the minimum content of an interim financial
report and defines the recognition and measurement principles to
be followed in interim financial statements. IAS 34 applies to all
interim reports, including quarterly reports, and not just to the six-
monthly report required by the UK Listing Rules.

The requirements of IAS 34, which are more onerous than those
currently mandatory in the UK, overlap but do not fully cover those 
of the Listing Rules. IAS 34 has a number of additional requirements.
Most of these are already recommended by the ASB Statement on
interim reports but will require some changes in practice.

For example, IAS 34 requires companies to include full year
comparatives for the balance sheet in their interim reports. 98% of
companies surveyed already do so. However, it is important to note
that the IAS 34 requirement for full year balance sheet comparatives
is not sufficient to comply with the UK Listing Rules under which
half year comparatives are currently required for primary statements.

Other disclosure requirements under IAS 34 are more extensive than
in the UK. For example, the disclosure of segment revenue and
result for an entity’s primary segments is currently provided only by
38% of the companies surveyed. Although this represents an
improvement on 2002 when only 4% provided both, this disclosure
will be mandatory under IAS 34.

For narrative disclosure requirements, these should not be too
onerous in practice. For example, the requirement to include
explanatory comments about the seasonality of the interim
operations has been referred to by a number of companies within
their interim reports.

Perhaps more problematic will be the Transparency Directive.
In addition to reporting on the six months under review, companies
will be required to give:

• a description of the principal risks and uncertainties for the
remaining six months of the financial year; and

• a report on major related party transactions, a term which is
undefined in the Directive.

A model interim report for the six months ended 30 June 2005 and
prepared in accordance with IAS 34 is attached in Appendix II.

14
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Appendix I

Interim report disclosure checklist

15

Reference Complied/
Not complied

1 Income statement information

1.1 Profit and loss account containing: 12.52

(a) net turnover;

(b) operating profit or loss;

(c) interest payable less interest receivable (net);

(d) profit or loss before taxation and extraordinary items;

(e) taxation on profits on ordinary activities (UK taxation and, if material, overseas and share
of associated undertakings’ taxation to be shown separately);

(f) profit or loss on ordinary activities after tax;

(g) minority interests;

(h) profit or loss attributable to shareholders, before extraordinary items;

(i) extraordinary items (net of taxation);

(j) profit or loss attributable to shareholders; and

(k) rates of dividend(s) paid and amount absorbed thereby separately for ordinary shares
and other shares.

At a minimum, each of the headings and subtotals included in the most recent annual 10
financial statements should be included in the income statement.

Items of income and expense should be measured and recognised on a basis consistent with 28
that used in the preparation of the annual financial statements (the year-to-date method).

1.2 Basic and diluted earnings per shares expressed as pence per share on the face of the 12.52(a)(xii)
income statement. and 11

ASB Statement: Alternative amounts per share should also be disclosed on a basis consistent 48
with the annual accounts.

1.3 Comparative figures for 1.1 and 1.2 above for the corresponding period in the preceding 12.52(d)
financial year and cumulatively for the year to date in the current and the comparable interim and 20(b)
period in the preceding financial year.

ASB Statement: recommends comparative figures for the previous full financial year. 55

This checklist notes in italic type the disclosures required by the
Listing Rules to be given in the interim report and in ordinary type by
IAS 34 Interim financial reporting. The additional disclosures
recommended by the ASB in its September 1997 Statement and not
captured in the Listing Rules or IAS 34 are noted separately as

appropriate. The requirements of the Transparency Directive are
listed separately in section 8 of this checklist. The checklist focuses
on content: it does not discuss issues of timing, distribution and
basis of presentation.
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Reference Complied/
Not complied

1.4 ASB Statement: Separate identification of amounts relating to associates and joint ventures 40
for all items in 1.1 above.

1.5 ASB Statement: Turnover and operating profit of acquisitions and discontinued operations 41
should be disclosed separately on the face of the profit and loss account in the period.

1.6 The effect of changes in the composition of the entity during the interim period, including 16(i)
business combinations, acquisitions and disposals.

ASB Statement: Disclose separately, either by way of note or in the management commentary, 42
the results of operations which are in the process of discontinuing or are expected to be 
classified as discontinued in the current year’s financial statements, as appropriate. 
This may be picked up by IFRS requirements.

1.7 Segment revenue and segment result for the entity’s primary segment. 16(g)

ASB Statement: Segmental turnover and profit or loss disclosed on a consistent basis with 43 and 44
the presentation in the annual report, with any significant differences in presentation 
disclosed and explained.

1.8 The nature and amount of items affecting net income that are unusual because of their 16(c)
nature, size or incidence, should be disclosed.

ASB Statement: Other exceptional items should be included in the statutory headings to 46
which they relate and disclosed and described by way of a note.

2 Statement of changes in equity (year-to-date)

2.1 At a minimum, each of the headings and subtotals included in the most recent annual 10
financial statements should be included in the statement of changes in equity.

2.2 Information about changes in equity arising from transactions with equity holders can 13
be shown either on the face of the statement or in the notes. An entity should follow 
the same format for the statement of changes in equity as in its most recent financial 
statements.

2.3 Comparative year-to-date figures for the corresponding interim period of the preceding 20(c) 
financial year.

2.4 ASB Statement: Comparative figures for the previous full financial year. 55

3 Balance Sheet

3.1 The balance sheet should, at a minimum, include each of the headings and subtotals 12.52(b)
included in the most recent annual financial statements. and 10

3.2 The nature and amount of items affecting assets, liabilities and equity that are unusual 16(c)
because of their nature, size or incidence, should be disclosed.

3.3 Comparative figures for the corresponding period in the preceding financial year and the 12.52(d)
end of the preceding financial year. and 20(a)

3.4 Disclose information about issuances, repurchases and repayments of debt and equity securities. 16(e)

16
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Reference Complied/
Not complied

4 Cash flow statement

4.1 The cash flow statement should, at a minimum, include each of the headings and subtotals 12.52(c) 
included in the most recent annual financial statements. and 10

4.2 The nature and amount of items affecting cash flows that are unusual because of their nature,
size or incidence, should be disclosed. 16(c)

4.3 ASB Statement: Reconciliation of operating profit to operating cash flow. 54

4.4 ASB Statement: Reconciliation of the movement of cash to the movement in net debt, 54
including the effect of movements on short-term and long-term borrowings, cash and 
other components of net debt, unless disclosed elsewhere.

4.5 Comparative figures for the corresponding year-to-date period in the preceding financial year. 12.52(d)
and 20(d)

ASB Statement: comparative figures for the preceding full financial year. 55

5 Explanatory and “other” notes disclosures

5.1 A statement that the same accounting policies and methods of computation are followed 16(a)
in the interim financial statements as in the most recent annual financial statements. 
If those policies or methods have been changed, include a description of the nature and 
effect of the change.

Interim reports should be prepared using the same accounting policies, presentation and 12.47, 28 
principles for recognising assets, liabilities, income and expense as applied in the latest and 29
annual accounts.

5.2 ASB Statement: When it is known at the time that interim accounts are prepared that an 12.47(a) 
accounting policy change (or a presentation change) will be made in the annual accounts, and 11
the new accounting policies and presentation should be followed, and the changes and 
the reasons therefore should be disclosed. Where a known accounting policy change in 
the current year is not implemented in the interim report an estimate of its effect should 
be shown; if that is not possible, a statement of explanation should be included.

5.3 A change in accounting policy, other than one for which the transition is specified by a 43
new Standard or Interpretation, shall be reflected by restating the financial statements 
of prior interim periods of the current financial year and the comparable interim periods 
of any prior financial years included. 

5.4 ASB Statement: Where a prior year adjustment has been made, the cumulative effect on 12
opening reserves should be disclosed at the foot of the STRGL. A description should be 
given to help users understand the nature of each adjustment.

5.5 ASB Statement: Disclose the period covered by the report. 58

5.6 ASB Statement: State the date on which the report is approved by the board of directors. 58

17
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Reference Complied/
Not complied

5.7 Where full year comparatives are provided, a statement is required to satisfy section 240 CA s 240
regarding the publication of non-statutory accounts, stating:

(a) that the accounts are not the company’s statutory accounts;

(b) whether statutory accounts, dealing with the financial year with which the non-statutory 
accounts purport to deal, have been delivered to the Registrar of Companies;

(c) whether the auditors have made a report under section 235 on the company’s statutory 
accounts for any such financial year; and

(d) whether this audit report was qualified or contained a statement under section 237(2) 
or 237(3) (i.e. the accounting records or returns were inadequate, or the accounts do 
not agree with records or returns, or there has been a failure to obtain necessary 
information and explanations).

5.8 Include explanatory comments about the seasonality or cyclicality of the interim operations. 16(b)

5.9 Disclose the nature and amount of changes in estimates of amounts reported in prior 16(d)
interim periods of the current financial year. Additionally, changes in estimates of amounts 
reported in prior financial years should be disclosed, if those changes have a material effect 
in the current interim period.

5.10 Material events subsequent to the end of the interim period that have not been reflected in 16(h)
the financial statements for the interim period should be disclosed.

5.11 Disclose changes in contingent liabilities or contingent assets since the last annual balance 16(j)
sheet date.

5.12 The compliance with IAS 34 shall be disclosed. 19

6 Narrative commentary

6.1 The half-yearly report must contain: 12.56

(a) an explanatory statement including any significant information enabling investors to 
make an informed assessment of the trend of the group’s activities and profit or loss;

(b) an indication of any special factor which has influenced those activities and the profit 
or loss during the period in question;

(c) enough information to enable a comparison to be made with the corresponding period 
of the preceding financial year; and

(d) so far as possible, a reference to the group’s prospects in the current financial year. 

6.2 ASB Statement: A brief explanation of the basis of the effective tax rate used where 21 and 22
estimates of events and expenditures in the second half of the year have been made 
(e.g. planned capital expenditure).

6.3 ASB Statement: Commentary should highlight and explain significant information 30
presented in all of the primary statements.

6.4 The interim report is intended to provide an update on the latest complete set of annual 6 and 15
financial statements. Accordingly it focuses on new activities, events, transactions and 
circumstances that are significant to an understanding of the changes in financial 
position and performance.

18
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19

Reference Complied/
Not complied

6.5 ASB Statement: Explanation of the main factors influencing performance in the period and 35
the position at year-end. Attention should be drawn to events that are likely to affect 
significantly the succeeding year. Also refer to section 8 of this checklist for requirements 
of the Transparency Directive.

6.6 ASB Statement: Consideration of whether key issues in the OFR are included. 36

6.7 ASB Statement: Highlight and explain significant changes since the last annual financial 38
statements, particularly regarding movements in working capital, liquidity and net debt that 
are likely to be of value to users in their assessment of the business.

7 Auditor involvement

7.1 Where the figures in the half-yearly report have been audited or reviewed by auditors 12.54 and
pursuant to the Auditing Practices Board guidance on Review of interim financial 58
information, the report of the auditors must be reproduced in full.

ASB Statement: The extent to which the interim report has been audited or reviewed. 
Also refer to section 8 of this checklist for requirements of the Transparency Directive.

8 Transparency Directive

Article 5 – Half-yearly reporting

8.1 The half-yearly report shall comprise: 2

(a) the condensed set of financial statements;

(b) an interim management report; and

(c) statements by the persons responsible that to the best of their knowledge, the half-
yearly financial report gives a true and fair view of the assets, liabilities, financial position 
and profit or loss of the entity.

8.2 Where the company is required to prepare consolidated accounts, the half-yearly report 3
shall be prepared in accordance with IAS 34.

8.3 The interim management report shall contain at least an indication of important events that 4 
have occurred during the first six months of the financial year, and their impact on the half-
yearly report. It should also contain a description of the principal risks and uncertainties for 
the remaining six months of the financial year and major related party transactions.

8.4 If the half-yearly report has been audited or reviewed, the audit report or review report 5
respectively should be reproduced in full.

If the half-yearly report has not been audited or reviewed, this should be stated.

Article 6 – Interim management statements

8.5 A public statement should be made during the first and second six-month periods of the 1
financial year. Such statements shall be made in the period between ten weeks after the 
beginning and six weeks before the end of the relevant six-month period.

8.6 The interim management statement should cover the relevant period and shall provide: 1

• an explanation of material events and transactions during the period and their impact 
on the financial position of the company; and

• a general description of the financial position and performance of the company during 
the relevant period. 1

8.7 Companies that publish quarterly financial reports are exempt from the requirement to 2
produce interim management statements.
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Appendix II

Delto plc

Interim Financial Report
30 June 2005

This model interim financial report was developed to illustrate the typical disclosures which will be required of a UK listed company with
subsidiaries and associates, which chooses to report under IAS 34 for the interim financial report for 2005. The report does not contain a
complete set of financial statements and presumes the group has elected to present condensed financial information, which is more typical
of a current British interim financial report.

The model interim financial report is based on standards in issue as at 31 December 2004 which are expected to be effective for years
beginning on or after 1 January 2005. They also reflect the amendment to IAS 19 Employee Benefits issued by the IASB in December 2004.
The amendment has yet to be endorsed by the Accounting Regulatory Committee of the European Commission for use in the European
Union. There may be changes to standards which become effective in 2005 which differ from those expected at the time of preparation.
In addition, the interpretation of IFRSs will continue to evolve over time.

In many cases the wording used in the model interim financial report is purely illustrative and in practice will need to be modified to reflect
the circumstances of the group.

These materials are copyright © 2005 Deloitte Touche Tohmatsu. All rights reserved.

The information in this document has been written in general terms. It is intended as a guide only and the application of its
contents to specific situations will depend on the particular circumstances involved. It cannot be applied to a specific situation
without appropriate professional advice. Accordingly, we recommend that readers seek such professional advice regarding
their particular circumstances. This publication should not be relied on as a substitute for such professional advice. All offices of
Deloitte Touche Tohmatsu would be pleased to advise you.

While all reasonable care has been taken in the preparation of this document, neither Deloitte Touche Tohmatsu, nor any of its
offices, partners or employees, accept any responsibility for any errors it might contain, whether caused by negligence or
otherwise, or for any loss, howsoever caused, incurred by any person as a result of relying on it.

20
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Delto plc

Interim financial report 2005
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Delto plc

Commentary
[The terminology of this section is not prescribed. The Listing Rules require an explanatory statement but in practice companies name the
explanatory statement according to the content and author of the commentary. This commentary is outside the scope of the independent
review report.

The commentary should include the explanation of events and changes that are significant to an understanding of the changes in financial
position and performance since the last annual reporting date. The headings below are examples based on UK common practice reflecting
the Listing Rule requirements and should be adapted to the specific circumstances of a company.]

Business review

[Include:

• any significant information enabling investors to make an informed assessment of the trend of the group’s activities and profit or loss;

• indication of any special factor which has influenced those activities and the profit or loss during the period in question; and

• enough information to enable a comparison to be made with the corresponding period of the preceding financial year.]

Outlook

[Refer, as far as possible, to the group’s prospects in the current financial year.]

[Address of registered office] By order of the Board,

[Signature]

[Director/Secretary]

[Date] [Name of signatory to be stated]

22
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Delto plc

Independent review report to Delto plc

Introduction
We have been instructed by the company to review the financial information for the six months ended 30 June 2005 which comprises the
income statement, the balance sheet, the cash flow statement and related notes 1 to 21. We have read the other information contained in
the interim report and considered whether it contains any apparent misstatements or material inconsistencies with the financial information.

This report is made solely to the company in accordance with Bulletin 1999/4 issued by the Auditing Practices Board. Our work has been
undertaken so that we might state to the company those matters we are required to state to them in an independent review report and for
no other purpose. To the fullest extent permitted by law, we do not accept or assume responsibility to anyone other than the company, for
our review work, for this report, or for the conclusions we have formed.

Directors’ responsibilities
The interim report, including the financial information contained therein, is the responsibility of, and has been approved by, the directors.
The directors are responsible for preparing the interim report in accordance with the Listing Rules of the Financial Services Authority, which
require that the accounting policies and presentation applied to the interim figures are consistent with those applied in preparing the
preceding annual accounts except where any changes, and the reasons for them, are disclosed. The directors have also elected to comply
with International Accounting Standard 34 Interim financial reporting.

Review work performed

We conducted our review in accordance with the guidance contained in Bulletin 1999/4 issued by the Auditing Practices Board for use in the
United Kingdom. A review consists principally of making enquiries of group management and applying analytical procedures to the financial
information and underlying financial data and, based thereon, assessing whether the accounting policies and presentation have been
consistently applied unless otherwise disclosed. A review excludes audit procedures such as tests of controls and verification of assets, liabilities
and transactions. It is substantially less in scope than an audit performed in accordance with United Kingdom auditing standards and therefore
provides a lower level of assurance than an audit. Accordingly, we do not express an audit opinion on the financial information.

Review conclusion
On the basis of our review we are not aware of any material modifications that should be made to the financial information as presented for
the six months ended 30 June 2005.

(Signature)
Deloitte & Touche LLP
Chartered Accountants                                               (Address)
(Date)

Notes: A review does not provide assurance on the maintenance and integrity of the website, including controls used to achieve this, and in
particular on whether any changes may have occurred to the financial information since first published. These matters are the responsibility
of the directors but no control procedures can provide absolute assurance in this area.

Legislation in the United Kingdom governing the preparation and dissemination of financial information differs from legislation in other
jurisdictions.

At the time of finalising this document, final guidance for auditors on the 2005 review report has not been issued. Therefore the above
wording will be subject to change, depending on future guidance from the Auditing Practices Board.

23
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Delto plc

Consolidated income statement
Six months ended 30 June 2005

Six months ended 30 June Year ended 
31 December 

2005 2004 2004i

Note £ £ £
Continuing operations
Revenue 3
Cost of sales

Gross profit

Other operating income
Distribution costs
Administrative expenses
Other operating expenses
Share of results of associates
Restructuring costs 6

Profit from operations

Investment income
Finance costs

Profit before tax

Tax 7

Profit for the period from continuing operations

Discontinued operations

Loss for the period from discontinued operations 8

Profit for the period

Attributable to:
Equity holders of the parent
Minority interest

Earnings per share
From continuing operations
Basic 10

Diluted 10

From continuing and discontinued operations
Basic 10

Diluted 10

24

i Although not required by IAS 34, the comparative figures for the preceding year end have been included as this is best practice in the UK.
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Delto plc

Consolidated statement of recognised income and expense
Six months ended 30 June 2005

Six months ended 30 June Year ended 
31 December 

2005 2004 2004ii

£ £ £
Gains/(losses) on revaluation of properties

Gains/(losses) on revaluation of available-for-sale investments

Gains/(losses) on cash flow hedges

Exchange differences on translation of foreign operations

Actuarial gains/(losses) on defined benefit pension schemes

Tax on items taken directly to equity

Net income recognised directly in equity

Transfers
Transferred to profit or loss on sale of available-for-sale investments

Transferred to profit or loss on cash flow hedges

Transferred to the initial carrying amount of hedged items on cash flow hedges

Tax on items transferred from equity

Profit for the period

Total recognised income and expense for the period

Attributable to:

Equity holders of the parent

Minority interests

[The consolidated statement of recognised income and expense reflects the amendment to IAS 19 “Employee Benefits”. The amendment has
yet to be endorsed by the Accounting Regulatory Committee of the European Commission for use in the European Union. This is expected in
the next few months.]

25

ii Although not required by IAS 34, the comparative figures for the preceding year end have been included as this is best practice in the UK.
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Delto plc

Consolidated balance sheet
30 June 2005

30 June 30 June 31 December
2005 2004iii 2004iv

Note £ £ £

Non-current assets
Goodwill
Other intangible assets
Property, plant and equipment
Investment property
Interests in associates
Available-for-sale investments
Finance lease receivables

Current assets
Inventories
Construction contracts
Trading investments
Finance lease receivables
Trade and other receivables
Cash and cash equivalents 15

Non-current assets classified as held for sale 8

Total assets

Current liabilities
Trade and other payables
Retirement benefit obligation 18
Tax liabilities
Obligations under finance leases
Bank overdrafts and loans 11
Short-term provisions

Net current assets

26

iii Although not required by IAS 34, the comparative amounts for the six months ended 30 June 2004 have been included to comply with the Listing Rules requirement 12.52 (d) to include
comparative figures for the corresponding period in the preceding financial year. 

iv IAS 34 (20(a)) requires the balance sheet to include comparatives as of the end of the preceding financial year.
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Delto plc

Consolidated balance sheet (continued)
30 June 2005

30 June 30 June 31 December
2005 2004v 2004vi

Note £ £ £

Non-current liabilities
Bank loans 11
Convertible loan notes
Retirement benefit obligation 18
Deferred tax liabilities
Long-term provisions
Obligations under finance leases

Liabilities directly associated with non-current 
assets classified as held for sale 8

Total liabilities

Net assets

Equity
Share capital 12
Share premium account
Revaluation reserves
Own shares
Equity reserve
Hedging and translation reserves
Retained earnings

Equity attributable to equity holders of the parent

Minority interest

Total equity

27

v Although not required by IAS 34, the comparative amounts for the six months ended 30 June 2004 have been included to comply with the Listing Rules requirement 12.52 (d) to include
comparative figures for the corresponding period in the preceding financial year. 

vi IAS 34 (20(a)) requires the balance sheet to include comparatives as of the end of the preceding financial year.
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Delto plc

Consolidated cash flow statement
Six months ended 30 June 2005

Six months ended 30 June Year ended  
31 December 

2005 2004 2004vii

Note £ £ £

Net cash from operating activities 15

Investing activities

Interest received
Dividends received from associates
Dividends received from trading investments
Proceeds on disposal of trading investments
Proceeds on disposal of available-for-sale investments
Disposal of subsidiary 13
Proceeds on disposal of property, plant and equipment
Purchases of property, plant and equipment
Acquisition of investment in an associate
Purchases of trading investments
Purchases of patents and trademarks
Expenditure on product development
Acquisition of subsidiary 14

Net cash used in investing activities

Financing activities

Dividends paid
Repayments of borrowings
Repayments of obligations under finance leases
Proceeds on issue of convertible loan notes
New bank loans raised
Increase/(decrease) in bank overdrafts

Net cash (used in)/from financing activities

Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of period

Effect of foreign exchange rate changes

Cash and cash equivalents at end of period

28

vii Although not required by IAS 34, the comparative figures for the preceding year end have been included as this is best practice in the UK.
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Delto plc

Notes to the interim financial report
Six months ended 30 June 2005

1. General information

The information for the year ended 31 December 2004 does not constitute statutory accounts as defined in section 240 of the
Companies Act 1985. A copy of the statutory accounts for that year has been delivered to the Registrar of Companies. The auditors’
report on those accounts was unqualified.

[IAS 34 is based on the presumption that anyone who reads a company’s interim financial report will also have access to its most recent
annual report. Therefore it is generally not necessary to reproduce notes already reported in the most recent annual report. But it is
necessary to provide an explanation of significant events and changes since the last annual reporting date.

An entity should apply the same accounting policies in its interim financial report as are applied in its annual financial statements. Usually
it is therefore sufficient to state that the same accounting policies and methods of computation have been followed as in the most
recent annual financial statements. If those policies and methods have been changed, the nature and effect of the change should be
described.

However, for a company’s first IFRS interim financial report, a reader of the interim financial report may have access only to the most
recent annual financial statements under UK GAAP. The model interim financial report shown below represents a condensed report and
is based on the assumption that the company has, prior to its interim date, published and circulated on its website the reconciliation of
equity to IFRS at 1 January 2004 (date of transition) and at 31 December 2004, the date of its most recent annual financial statements
under UK GAAP and the reconciliation of profit or loss for 2004. Included in that published information are the company’s accounting
policies and full notes to 31 December 2004.

For companies which have not previously published the IFRS reconciliations, accounting policies and full notes this information should be
included in their first interim financial report under IFRS. A full model interim financial report including accounting policies and full notes
can be obtained from Deloitte.]

2. Accounting policies

The interim financial report has been prepared in accordance with International Financial Reporting Standards (IFRSs), including IAS34
“Interim financial reporting”.

The same accounting policies and methods of computation are followed in the interim financial report as published by the company on
[date], which are available on the company’s website on [website address], except for [description of nature and effect of a change in
accounting policy or method of computation since the publication of the IFRS reconciliations].viii

3. Business segments

[IAS 34 (16(g)) requires the disclosure of segment revenue and segment result for the entity’s primary basis of segment reporting. In line
with “iGAAP 2005 – Financial statements for UK listed groups”, the segmentation by division has been disclosed for the interim period.]

For management purposes, the group is currently organised into three operating divisions – [Activity A], [Activity B] and [Activity C].
These divisions are the basis on which the group reports its primary segment information.

29

viii IAS 34 contains detailed guidance on the recognition and measurement principles in interim financial reports. These are broadly similar to existing UK practice and the ASB Statement on Interim
reports.
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Delto plc

Notes to the interim financial report (continued)
Six months ended 30 June 2005

3. Business segments (continued)

Principal activities are as follows

[Activity A] 

[Activity B] 

[Activity C]

The group was also previously involved in [specify operation]. That operation was discontinued with effect from [date] (see note 8).

Segment information about these businesses is presented below.

Discontinued
Six months ended [Activity A] [Activity B] [Activity C] operations Eliminations Consolidated
30 June 2005 2005 2005 2005 2005 2005 2005

£ £ £ £ £ £

Revenue
External sales (     )
Inter-segment sales (     ) (     )

Total revenue (     ) (     )

Inter-segment sales are charged at prevailing market prices.

Result
Segment result (     ) (     )

Unallocated corporate expenses
Share of results of associates

Profit from operations
Investment income
Finance costs

Profit before tax
Tax
Profit for the period from 

discontinued operations

Profit after tax and 
discontinued operations

30
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Delto plc

Notes to the interim financial report (continued)
Six months ended 30 June 2005

3. Business segments (continued)

Discontinued operations

Discontinued operations had the following effect on the segment results of [Activity A], analysed into continuing and discontinued
components.

Six months ended Discontinued Continuing Segment A
30 June 2005 2005 2005 2005

£ £ £
Revenue
External sales
Inter-segment sales

Total revenue

Result
Segment result

The segment result from discontinued operations stated above is equal to the profit before tax from discontinued operations disclosed in
note 8 which provides a reconciliation to the net loss from discontinued operations.

Discontinued
Six months ended [Activity A] [Activity B] [Activity C] Operations Eliminations Consolidated
30 June 2004 2004 2004 2004 2004 2004 2004

£ £ £ £ £ £

Revenue
External sales (     )
Inter-segment sales (     ) (     )

Total revenue (     ) (     )

Inter-segment sales are charged at prevailing market prices.

Result
Segment result (     ) (     )

Unallocated corporate expenses
Share of results of associates

Profit from operations
Investment income
Finance costs

Profit before tax
Tax
Profit for the period from 

discontinued operations

Profit after tax and 
discontinued operations

31
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Delto plc

Notes to the interim financial report (continued)
Six months ended 30 June 2005

3. Business segments (continued)

Discontinued operations

Discontinued operations had the following effect on the segment results of [Activity A], analysed into continuing and discontinued
components.

Six months ended Discontinued Continuing Segment A
30 June 2004 2004 2004 2004

£ £ £
Revenue
External sales
Inter-segment sales

Total revenue

Result
Segment result

The segment result from discontinued operations stated above is equal to the profit before tax from discontinued operations disclosed in
note 8 which provides a reconciliation to the net loss from discontinued operations.

4. Operations in the interim period

[Provide explanatory comments about the seasonality or cyclicality of the interim operations where applicable. The nature and amount of
items affecting assets, liabilities, equity, net income or cash flows that are unusual because of their nature, size or incidence should be
disclosed.]

5. Changes in estimate

[Disclose the nature and amount of material changes in estimates of amounts reported in prior interim periods of the current financial
year or changes in estimates of amounts reported in prior financial years if they have a material effect in the current interim period.]

6. Restructuring costs

In [month] 2005, the group disposed of [name of company] (see note 13). Certain of the non-core assets of the [____] division were
retained by the group. In addition, the [_______] operations of the [____] division were segregated from the manufacturing operations
and retained by the group. The assets retained were scrapped and an impairment loss recognised in respect of their previous carrying
amount. To the extent that workers could not be redeployed, termination terms were agreed.

2005
£

Impairment loss recognised in respect of assets

Redundancy costs 

32
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Delto plc

Notes to the interim financial report (continued)
Six months ended 30 June 2005

7. Tax

Six months ended 30 June
2005 2004

£ £

Current tax:
UK corporation tax
Foreign tax

Deferred tax:
Current year
Attributable to an increase in the rate of corporation tax

Corporation tax for the interim period is charged at x% (2004: x%), representing the best estimate of the weighted average annual
corporation tax rate expected for the full financial year.

8. Discontinued operations

On [date] 2005, the group entered into a sale agreement to dispose of [name of company], which carried out all of the group’s [___]
operations. The disposal was made to generate cash flow for the expansion of the group’s other businesses. The disposal was completed
on [date] 2005, on which date control of [name of company] passed to the acquirer.

The results of the discontinued operations, which have been included in the consolidated income statement, were as follows:

Six months ended 30 June
2005 2004

£ £

Revenue
Expenses

Profit before tax

Attributable tax expense

Loss on disposal of discontinued operations

Attributable tax expense

Net loss attributable to discontinued operations

During the six months ended 30 June 2005, [name of company] contributed £_million (2004: £_million) to the group’s net operating
cash flows, paid £_million (2004: £_million) in respect of investing activities and paid £_million (2004: £_million) in respect of financing
activities.

33
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Delto plc

Notes to the interim financial report (continued)
Six months ended 30 June 2005

8. Discontinued operations (continued)

A loss of £_million arose on the disposal of [name of company], being the proceeds of disposal less the carrying amount of the
subsidiary’s net assets and attributable goodwill.

The effect of discontinued operations on segment results is disclosed in note 3.

On [date] the board resolved to dispose of the group’s [specify] operations and the company negotiations with several interested parties
have subsequently taken place. These operations, which are expected to be sold within 12 months, have been classified as a disposal
group held for sale and presented separately in the balance sheet. The operations are included in [activity] in the segmental analysis in
note 3. The proceeds of disposal are expected to exceed substantially the book value of the related net assets and accordingly no
impairment losses have been recognised on the classification of these operations as held for sale.

The major classes of assets and liabilities comprising the operations classified as held for sale are as follows:

30 June 2005 30 June 2004
£ £

Goodwill
Property, plant and equipment
Inventories
Trade and other receivables
Cash and cash equivalents

Total assets classified as held for sale

Trade and other payables
Tax liabilities
Bank overdrafts and loans

Total liabilities associated with assets 
classified as held for sale

Net assets of disposal group

9. Dividends

Six months ended 30 June
2005 2004

£ £

Amounts recognised as distributions to equity holders in the period:
Final dividend for the year ended 31 December 2004 of p

(2003: p) per share

Proposed interim dividend for the year ended 31 December 2005 of p
(2004: p) per share

The proposed interim dividend was approved by the Board on [date after 30 June 2005] and has not been included as a liability as at
30 June 2005.

34
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Delto plc

Notes to the interim financial report (continued)
Six months ended 30 June 2005

10. Earnings per share

From continuing and discontinued operations

The calculation of the basic and diluted earnings per share is based on the following data:

Six months ended 30 June
2005 2004

Earnings £ £

Earnings for the purposes of basic earnings per share being 
net profit attributable to equity holders of the parent

Effect of dilutive potential ordinary shares:
Interest on convertible loan notes (net of tax)

Earnings for the purposes of diluted earnings per share

Number Number

Number of shares

Weighted average number of ordinary shares for the purposes 
of basic earnings per share

Effect of dilutive potential ordinary shares:
Share options
Convertible loan notes

Weighted average number of ordinary shares for the purposes 
of diluted earnings per share

From continuing operations

Six months ended 30 June
2005 2004

£ £

Net profit attributable to equity holders of the parent

Adjustments to exclude loss for the period from discontinued operations

Earnings from continuing operations for the purpose of basic earnings 
per share excluding discontinued operations

Effect of dilutive potential ordinary shares:
Interest on convertible loan notes (net of tax)

Earnings from continuing operations for the purpose of 
diluted earnings per share excluding discontinued operations

35
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Delto plc

Notes to the interim financial report (continued)
Six months ended 30 June 2005

10. Earnings per share (continued)

The denominators used are the same as those detailed above for both basic and diluted earnings per share from continuing and
discontinued operations.

Six months ended 30 June
2005 2004

From discontinued operations £ £

Basic

Diluted

11. Bank overdrafts and loans

[Include information in respect of the issuance and repayments of debt, if applicable.]

12. Share capital

[Give details of changes in share capital during the interim period ended 30 June 2005.]

13. Disposal of subsidiary

As referred to in note 8, on [date] the group disposed of its interest in [name of subsidiary].

The net assets of [name of subsidiary] at the date of disposal were as follows:

[date]
£

Property, plant and equipment
Inventories
Trade receivables
Bank balances and cash
Retirement benefit obligation
Deferred tax liability
Income tax liability
Trade payables
Bank overdraft
Attributable goodwill

Gain on disposal

Total consideration 

Satisfied by:
Cash
Deferred consideration

Net cash inflow arising on disposal:
Cash consideration
Cash and cash equivalents disposed of

36
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Notes to the interim financial report (continued)
Six months ended 30 June 2005

13. Disposal of subsidiary (continued)

The impact of [name of subsidiary] on the group’s results in the current and prior periods is disclosed in note 8.

14. Acquisition of subsidiary

On [date], the group acquired 100% of the issued share capital of [name of company] for cash consideration of £_million. [Name of
company] is the parent company of a group of companies involved in [describe activity]. This transaction has been accounted for by the
purchase method of accounting.

Book Fair value Fair
value adjustments value

£ £ £

Net assets acquired
Property, plant and equipment
Trademarks
Deferred tax assets
Inventories
Trade and other receivables
Cash and cash equivalents
Trade and other payables
Retirement benefit obligations
Tax liabilities
Bank loans
Deferred tax liabilities
Contingent liabilities
[specify other classes as necessary]

Goodwill

Total consideration

Satisfied by:
Cash
Directly attributable costs
[describe other consideration]

Net cash outflow arising on acquisition:
Cash consideration
Cash and cash equivalents acquired

[Describe factors that contributed to goodwill etc.]

If the acquisition of [name of company] had been completed on the first day of the financial year, group revenues for the six month
period would have been £_ and group profit attributable to equity holders of the parent would have been £_.

The half-time results
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Delto plc

Notes to the interim financial report (continued)
Six months ended 30 June 2005

15. Notes to the cash flow statement

Six months ended 30 June
2005 2004

£ £

Profit from operations
Adjustments for:

Gain on derivatives
Depreciation of property, plant and equipment
Impairment loss on fixtures and equipment
Amortisation of intangible assets
Impairment of goodwill
Negative goodwill released to income
(Increase)/decrease in fair value of investment property
Gain on disposal of property, plant and equipment
Increase/(decrease) in provisions

Operating cash flows before movements in working capital

Decrease/(Increase) in inventories
Decrease/(increase) in receivables
Increase/(decrease) in payables

Cash generated by operations

Income taxes paid
Interest paid

Net cash from operating activities

Additions to fixtures and equipment during the year amounting to £_million were financed by new finance leases. Additions of £_million
in 2004 were acquired on deferred payment terms and were settled in the current period.

Cash and cash equivalents (which are presented as a single class of assets on the face of the balance sheet) comprise cash at bank and
other short-term highly liquid investments with a maturity of three months or less.

16. Contingent liabilities

During the reporting period, a customer of the group instigated proceedings against it for alleged defects in an electronic product which,
it is claimed, were the cause of a major fire in the customer’s premises on [date]. Total losses to the customer have been estimated at
£_million and this amount is being claimed from the group.

The group’s lawyers have advised that they do not consider that the suit has merit and they have recommended that it be contested.
No provision has been made in these financial statements as the group’s management do not consider that there is any probable loss.

38
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Delto plc

Notes to the interim financial report (continued)
Six months ended 30 June 2005

17. Share based paymentsix

During the six months ended 30 June 2005, the group re-priced certain of its outstanding options. The strike price was reduced from [ ]
to the then current market price of [ ]. The incremental fair value of [ ] will be expensed over the remaining vesting period (two years).
The group used the inputs as previously published to measure the fair value of the old and new shares.

18. Retirement benefit schemes

Defined benefit schemes

[Include explanation of how plan assets and present value of the defined benefit obligation have been valued at the interim date.]

19. Events after the balance sheet date

On [date] the premises of [name of subsidiary] were seriously damaged by fire. Insurance claims have been put in hand but the cost of
refurbishment is currently expected to exceed these by £_.

20. Related party transactions

Transactions between the company and its subsidiaries, which are related parties, have been eliminated on consolidation and are not
disclosed in this note. Transactions between the group and its associates are disclosed below.

Trading transactions

During the year, group companies entered into the following transactions with related parties who are not members of the group:

Amounts owed by Amounts owed to
Sale of goods Purchase of goods related parties related parties

Six months ended 30 June 2005 2004 2005 2004 2005 2004 2005 2004
£ £ £ £ £ £ £ £

X Holdings

Associates

X Holdings is a related party of the group because [give reasons].

Sales of goods to related parties were made at the group’s usual list prices, less average discounts of x %. Purchases were made at
market price discounted to reflect the quantity of goods purchased and the relationships between the parties.

The amounts outstanding are unsecured and will be settled in cash. No guarantees have been given or received. No provisions have been
made for doubtful debts in respect of the amounts owed by related parties.

ix This note has been included as an example of an event that might be caught by paragraph 16 of IAS 34 because of its nature, size or incidence.
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Delto plc

Notes to the interim financial report (continued)
Six months ended 30 June 2005

21. Explanation of transition to IFRSs

The reconciliations of equity at 1 January 2004 (date of transition to IFRS) and at 31 December 2004 (date of last UK GAAP financial
statements) and the reconciliation of profit for 2004, as required by IFRS 1, including the significant accounting policies and full notes to
31 December 2004, have been published on the company’s website, [website address], on [date].

The reconciliation of equity at 30 June 2004 and the reconciliation of profit for the six months ended 30 June 2004 have been included below
to enable a comparison of the 2005 published interim figures with those published in the corresponding period of the previous financial year.

[If the reconciliations required by IFRS 1 have not been published previously, they should be included here.]

Reconciliation of equity at 30 June 2004

Effect of
transition

Note UK GAAP to IFRSs IFRSs

Property, plant and equipment
Goodwill
Intangible assets
Financial assets

Total non-current assets

Trade and other receivables
Inventories
Other receivables
Cash and cash equivalents

Total current assets

Total assets 

Interest-bearing loans
Trade and other payables
Employee benefits
Restructuring provision
Current tax liability
Deferred tax liability

Total liabilities

Total assets less total liabilities

Issued capital
Revaluation reserve
[Hedging reserve]
Retained earnings
Minority interest

Total equity

40
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Delto plc

Notes to the interim financial report (continued)
Six months ended 30 June 2005

21. Explanation of transition to IFRSs (continued)

Notes to the reconciliation of equity at 30 June 2004

[Appropriate notes should be given to the reconciliation of equity to explain how the transition from previous GAAP to IFRSs affected
the financial position of the entity. Sufficient detail should be given to enable users to understand the material adjustments. Some
example notes are given in the Implementation Guidance to IFRS 1 but these would not necessarily be applicable to the circumstances of
a UK company.]

Reconciliation of profit for the six months ended 30 June 2004

Effect of
transition

Note UK GAAP to IFRSs IFRSs

Revenue
Cost of sales

Gross profit

Distribution costs
Administrative expenses
Finance income
Finance costs

Profit before tax
Tax expense

Net profit

Notes to the reconciliation of profit for the six months ended 30 June 2004

[Appropriate notes should be given to the reconciliation of profit to explain how the transition from previous GAAP to IFRSs affected the
financial performance of the entity. Sufficient detail should be given to enable users to understand the material adjustments. Some example
notes are given in the Implementation Guidance to IFRS 1 but these would not necessarily be applicable to the circumstances of a UK company.]

Explanation of material adjustments to the cash flow statement for the six months ended 30 June 2004

[Appropriate notes should be given to explain how the transition from previous GAAP to IFRSs affected the cash flows of the entity.
Sufficient detail should be given to enable users to understand the material adjustments.]

41
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How can we help?

Deloitte would be pleased to advise on specific application of the
principles set out in this publication. Professional advice should be
obtained as this general publication cannot be relied upon to cover
specific situations. Application will depend on the particular
circumstances involved.

If you would like further, more detailed information or advice, or
would like to meet with us to discuss your corporate interim
reporting issues, please contact your local Deloitte partner or

Ian Krieger 
ikrieger@deloitte.co.uk
020 7007 0864

Graham Richardson 
grrichardson@deloitte.co.uk
020 7007 3349

Linda Riedel 
lriedel@deloitte.co.uk
020 7007 0227

Isobel Sharp 
isharp@deloitte.co.uk
020 7007 0894
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