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IAS 1 PRESENTATION 
OF FINANCIAL 
STATEMENTS

Financial statements are 
required to be presented 
fairly in accordance with 
IFRS and all requirements 
in IFRS must be adhered 
to. Unless a company is in 
liquidation or has ceased 
trading or there is a 
reason to believe that the 
entity is not a going 
concern, the entity’s 
financial statements are to
be prepared on a going 
concern basis.

The financial statements 
are to be prepared on an 
accrual basis except for 
cash flow information 
which is presented on a 
cash basis. An entity is 
required to demonstrate 
presentation consistency 
from year to year and 
each material class of 
assets and items of 
dissimilar nature or 
function is to be presented
separately.

Offsetting of assets and 
liabilities, or income and 
expenses is not permitted 
unless required by other 
IFRSs and an entity is 
required to present at 
least one year’s 
comparative financial 
statements unless 
impractical.

A complete set of financial 
statements comprises 
statement of profit or loss 
and other comprehensive 
income; statement of 
financial position; 
statement of changes in 
equity; statement of cash 
flow and notes.

Financial statements must 
be clearly identified and 
distinguished from other 
information in the same 
annual report, and must 
identify name of the 
reporting entity, whether 
the financial statements 
cover the individual entity 
or a group of entities, the 
statement of financial 
position date, the 
presentation currency and 
the level of rounding used.

STATEMENT OF 
FINANCIAL POSITION

Here, current and non-
current items are 
presented separately or 
items of the statement of 
financial position are 
presented in order of 
liquidity. Accounts are 
presented at least 
annually if more or less, 
disclosures of the reasons 
must be made.

Current assets are those 
assets that are expected 
to be realized in or 
intended for sale of 
consumption in the 
entity’s normal operating 
cycle, held for primarily for
trading and expected to be
realized within 12 months 
and are cash and cash 
equivalents. All other 
assets are to be classified 
as non-current assets.

Current liabilities are those
liabilities that are 
expected to be settled 
within 12 months, held 
primarily for trading and 
the entity does not have 
an unconditional right to 
defer settlement of the 
liability for a least 12 
months. All other liabilities

are to be classified as a 
non-current liability.

STATEMENT OF 
COMPREHENSIVE 
INCOME

An entity presents all 
items of income and 
expense recognized in a 
period, either in a single 
statement of 
comprehensive income or 
in two statements; a 
statement displaying 
components of profit or 
loss (separate income 
statement) and a second 
statement of other 
comprehensive income.

Information required to be 
presented in the 
statement of 
comprehensive income is 
defined in IAS 1.82 – 87, 
profit or loss as defined in 
IAS 1.88, other 
comprehensive income in 
IAS 1.90-96. Further 
information required to be 
presented on the face or in
the notes to the Statement
of Comprehensive Income 
is detailed
in IAS 1.97.

Entities must choose 
between ‘function of 
expense method’ and 
‘nature of expense 
method’ to present 
expense items. Line items 
within other 
comprehensive income are
required to be categorized 
into two categories which 
are those that could 
subsequently be 
reclassified to profit or loss
and those that cannot be 
re-classified to profit or 
loss.
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STATEMENT OF 
CHANGES IN EQUITY

The following information 
is to be presented:

 Total 
comprehensive 
income for the 
period, showing 
separately 
attributable to 
owners or the 
parent and non-
controlling interest

 For each component
of equity, the 
effects of 
retrospective 
application/restatem
ent recognized in 
accordance with IAS
8

 The amounts of 
transactions with 
owners in their 
capacity as owners, 
showing separately 
contributions by and
distributions to 
owners

 For each component
in equity a 
reconciliation 
between the 
carrying amount at 
the beginning and 
end of the period, 
separately 
disclosing each 
change

 Amount of dividends
recognized as 
distributions to 
owners during the 
period (can 
alternatively be 
disclosed in the 
notes)

 Analysis of each 
item of OCI 
(alternatively to be 
disclosed in the 
notes).

NOTES TO THE 
FINANCIAL 
STATEMENTS

 Statement of 
compliance with 
IFRSs

 Significant 
accounting policies, 
estimates, 
assumptions, and 
judgments must be 
disclosed

 Additional 
information useful 
to users 
understanding 
decision making to 
be presented

 Information that 
enables users to 
evaluate the entity’s
objectives, policies 
and processes for 
managing capital.

For statements of cash 
flows refer to IAS 7

IAS 2 INVENTORIES

Inventories are assets held
for sale in the ordinary 
course of the business or 
in the process of 
production for sale or 
assets in the form of 
materials or supplies to be
consumed in the 
production process or in 
the rendering of services.

SCOPE

This standard applies to all
inventories except 
construction contracts 
accounted for in 
accordance with IAS 11, 
financial instruments and 

biological assets. It does 
not apply to measurement 
of inventories held by 
producers of agricultural 
and forest products 
measured at net realizable
value, minerals and 
mineral products 
measured at net realizable
value and commodity 
brokers who measure 
inventory at fair value less 
costs to sale.

MEASUREMENT 

Inventories are measured 
at cost or net realizable 
value. They are not within 
the scope of IAS 36.

COST

Cost includes the 
following:

 Cost of purchase, 
non-refundable 
taxes, transport and
handling.

 Net of trade volume 
rebates 

 Costs of conversion
 Other costs to bring 

inventory into its 
present condition of 
use

Cost excludes abnormal 
wastage, storage costs, 
admin costs not related to 
production, selling costs 
and interest costs (were 
settlement is deferred).

COST FORMULAS

For non-interchangeable 
items, specific 
identification is used and 
for interchangeable items, 
either FIFO or weighted 
average cost is used. Use 
of LIFO is prohibited.
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MEASUREMENT 
TECHNIQUES

STANDARD COST

This method takes into 
account normal levels of 
materials and supplies, 
labor, efficiency and 
capacity utilization. They 
are regularly reviewed 
and, if necessary, revised 
in the light of current 
conditions.

RETAIL 

This method is often used 
in the retail industry for 
measuring inventories of 
large numbers of rapidly 
changing items with 
similar margins for which it
is impracticable to use 
other costing methods. 
The cost of the inventory 
is determined by reducing 
the sales value of the 
inventory by the 
appropriate percentage 
gross margin.

NET REALIZABLE VALUE

NRV is the estimated 
selling price in the 
ordinary course of 
business, less the 
estimated costs of 
completion and the 
estimated costs to make 
the sale.

IAS 7 STATEMENT OF 
CASHFLOWS

COMPONENTS

Operating activities are 
those activities that are 
the main revenue 
producers of the entity 
and other activities that 
are not investing or 

financing. Investing 
activities are those 
activities that mainly 
relate to the acquisition or 
disposal of long-term 
assets or investments that
are not included within 
cash equivalents. 
Financing activities are 
those that cause changes 
to contributed equity and 
borrowings of an entity. 
Received or paid interest 
and dividends are 
disclosed separately and 
can be classified as 
operating, investing or 
financing, based on their 
nature and as long as they
are consistently treated 
from period to period.

CASH FLOWS FROM 
OPERATING ACTIVITIES 

Cash flows from operating 
activities are reported 
either using the direct or 
indirect method.

DIRECT METHOD

 Cash received from 
customers

 Cash paid to 
suppliers

 Cash paid to 
employees

 Cash paid for 
operating expenses

 Interest paid
 Taxes paid
 Dividends paid
 Net cash from 

operating activities.

INDIRECT METHOD

The net cash flow from 
operating activities is 
determined by adjusting 
profit or loss for the effects
of changes during the 
period in inventories and 
operating receivables and 
payables, non-cash items 

such as depreciation, 
provisions, deferred taxes,
unrealized foreign 
currency gains and losses, 
and
undistributed profits of 
associates and all other 
items for which the cash 
effects are investing or
financing cash flows.

OTHER 
CONSIDERATIONS

 Non-cash investing 
and financing 
activities must be 
disclosed separately

 Cash flows must be 
reported gross. Set-
off is only permitted
in very limited cases
and additional 
disclosures are 
required 

 Foreign exchange 
transactions should 
be recorded at the 
rate at the date of 
the cash flow

 Acquisition and 
disposal of 
subsidiaries are 
investment 
activities and 
specific additional 
disclosures are 
required

 Where the equity 
method is used for 
joint ventures and 
associates, the 
statement of cash 
flows should only 
show cash flows 
between the 
investor and 
investee

 Disclose cash not 
available for use by 
the group

 Assets and liabilities
denominated in a 
foreign currency 
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generally include an
element of 
unrealized 
exchange difference
at the reporting 
date

 Disclose the 
components of cash
and cash 
equivalents and 
provide a 
reconciliation back 
to the statement of 
financial position 
amount if required

 Non-cash investing 
and financing 
transactions are not
included in the 
statement of cash 
flows and should be 
disclosed elsewhere
in the financial 
statements.

 Disclose changes in 
liabilities arising 
from financing 
activities, 
distinguishing 
between changes 
from financing cash 
flows; obtaining or 
losing control of 
subsidiaries and 
other businesses; 
the effect of 
changes in foreign 
exchange; fair value
movements and 
other changes.

IAS 8 ACCOUNTING 
POLICIES, CHANGES IN 
ACCOUNTING 
ESTIMATES AND 
ERRORS

Accounting policies are 
specific principles, 
conventions, bases, rules 
and practices applied by 

an entity in preparing and 
presenting its financial 
statements.

SELECTION AND 
APPLICATION OF 
ACCOUNTING POLICIES

If a standard or 
interpretation deals with a 
certain transaction, use 
that standard or 
interpretation and if no 
standard or interpretation 
deals with the transaction, 
judgment should be 
applied and the following 
sources should be referred
to when making the 
judgment:

 Requirements from 
other standards or 
interpretations 
dealing with similar 
items

 Definition, 
recognition criteria 
in the framework

 Other GAAP that 
uses a similar 
framework may be 
used 

CONSISTENCY OF 
ACCOUNTING POLICIES

Policies should be 
consistent for similar 
transactions, events or 
conditions and policy can 
only be changed if 
standard/interpretation 
requires it or changing it 
will result in more relevant
and reliable information. If 
change is due to new 
standard / interpretation, 
apply transitional 
provisions. If no 
transitional provisions, 
apply retrospectively.  If it 
is not possible to 
determine period-specific 
effects or cumulative 
effects of the change, then

retrospectively apply to 
the earliest period that is 
practicable.

DISCLOSURE OF 
ACCOUNTING POLICIES

 The title of the 
standard / 
interpretation that 
caused the change

 Nature of the 
change in policy

 Description of the 
transitional 
provisions

 For the current 
period and each 
prior period 
presented, the 
amount of the 
adjustment to each 
line item affected 
and earnings per 
share.

 Amount of the 
adjustment relating 
to prior periods not 
presented

 If retrospective 
application is 
impracticable, 
explain and 
describe how the 
change in policy 
was applied

 Subsequent periods 
need not repeat 
these disclosures.

CHANGES IN 
ACCOUNTING 
ESTIMATES

This is an adjustment to 
the carrying amount of 
assets or liabilities or 
related expenses resulting 
from reassessing the 
expected future benefits 
and obligations associated 
with the asset or liability. 
Here you recognize the 
change prospectively in 
the profit or loss in the 
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period of change if it only 
affects that period and 
current period and future 
periods if applicable. Here 
you disclose the nature 
and amount of change and
its effect on current and 
future periods and the fact
that the effect on future 
period is not disclosed 
because it is not practical.

ERRORS

Prior period errors are 
omissions from, and 
misstatements in, an 
entity’s financial 
statements for one or 
more prior periods arising 
from failure to use/misuse 
of reliable information that
was available when the 
financial statements for 
that period were issued 
and could have been 
reasonably expected to be
taken into account in 
those financial statements.
Errors include 
mathematical mistakes, 
mistakes in applying 
accounting policies, 
oversights and 
misinterpretation of facts 
and fraud.

Here you correct all errors 
retrospectively and restate
the comparative amounts 
for prior periods in which 
error occurred or if the 
error occurred before that 
date (restate opening 
balance of assets, 
liabilities and equity for 
earliest period presented).

DISCLOSURE

 Nature of the prior 
period error

 For each prior 
period presented, if 
practicable, disclose
the correction to 

each line item 
affected and 
earnings per share 
(EPS).

 Amount of the 
correction at the 
beginning of earliest
period presented

 If retrospective 
application is 
impracticable, 
explain and 
describe how the 
error was corrected

 Subsequent periods 
need not to repeat 
these disclosures.

IAS 10 EVENTS AFTER 
REPORTING PERIOD

Event after the balance 
sheet date: An event, 
which could be favourable 
or unfavourable, that 
occurs between the 
balance sheet date and 
the date that the financial 
statements are authorized 
for issue. 

Adjusting event: An event 
after the balance sheet 
date that provides further 
evidence of conditions that
existed at the balance 
sheet date, including an 
event that indicates that 
the going concern 
assumption in relation to 
the whole or part of the 
enterprise is not 
appropriate.

Non-adjusting event: An 
event after the balance 
sheet date that is 
indicative of a condition 

that arose after the 
balance sheet date. 

ACCOUNTING 

 Adjust financial 
statements for 
adjusting events 
– events after 
the balance 
sheet date that 
provide further 
evidence of 
conditions that 
existed at the 
balance sheet, 
including events 
that indicate that
the going 
concern 
assumption in 
relation to the 
whole or part of 
the enterprise is 
not appropriate. 

 Do not adjust for 
non-adjusting 
events – events 
or conditions 
that arose after 
the balance 
sheet date. 

 If an entity 
declares 
dividends after 
the balance 
sheet date, the 
entity shall not 
recognize those 
dividends as a 
liability at the 
balance sheet 
date. That is a 
non-adjusting 
event.  

GOING CONCERN 
ISSUES ARISING AFTER 
BALANCE SHEET DATE 

An entity shall not prepare
its financial statements on 
a going concern basis if 
management determines 
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after the balance sheet 
date either that it intends 
to liquidate the entity or to
cease trading, or that it 
has no realistic alternative 
but to do so. 

DISCLOSURE 

Non-adjusting events 
should be disclosed if they 
are of such importance 
that non-disclosure would 
affect the ability of users 
to make proper 
evaluations and decisions. 
The required disclosure is 
(a) the nature of the event
and (b) an estimate of its 
financial effect or a 
statement that a 
reasonable estimate of the
effect cannot be made. 

A company should update 
disclosures that relate to 
conditions that existed at 
the balance sheet date to 
reflect any new 
information that it receives
after the balance sheet 
date about those 
conditions.  

Companies must disclose 
the date when the 
financial statements were 
authorized for issue and 
who gave that 
authorization. If the 
enterprise's owners or 
others have the power to 
amend the financial 
statements after issuance,
the enterprise must 
disclose that fact.

IAS 12 INCOME TAXES

CURRENT TAX

For current tax, the entity 
recognizes a liability for 

unsettled portion of tax 
expense and recognizes 
an asset to the extent 
amounts paid exceed 
amounts due. Tax losses 
which can be used against 
future taxable income can 
be recognized as an asset 
(deferred tax asset). It is 
measured using the tax 
rates that are enacted.

Temporary difference – 
this is the difference 
between the carrying 
amount of an asset or 
liability and its tax base

Tax base of an asset - 
this the amount that will 
be deductible for tax 
purposes against any 
taxable economic benefits 
that will flow to the entity 
when it recovers the 
carrying amount of the 
asset. If those economic 
benefits will not be 
taxable, the tax base of 
the asset is equal to its 
carrying amount.

Tax base of a liability – 
this is the carrying amount
less any amount that will 
be deductible for tax 
purposes in respect of the 
liability in future periods.

Tax base of income 
received in advance – 
this is the carrying amount
less any amount that will 
not be taxable in future 
period.

REBUTTABLE 
PRESUMPTION 

Presumption - for 
investment properties at 
fair value, deferred tax is 
calculated assuming the 
recovery of the carrying 
amount of the investment 
property, will ultimately be

entirely through sale - 
regardless of whether this 
is actually managements 
intention or not. 
Presumption is rebutted 
and the carrying amount 
will ultimately be 
recovered through use 
over the life of the asset 
rather than sale if the 
asset is depreciable and 
the asset is held in order 
to consume the assets 
benefits over the life of the
asset. Land is not 
depreciable and therefore 
the recovery of land is 
always through sale.

DEFERRED TAX 
LIABILITY

Here the entity recognizes 
liabilities for all taxable 
temporary differences, 
except to the extent it 
arises from:

 Initial recognition of 
goodwill

 Initial recognition of 
an asset/liability 
that does not affect 
accounting or tax 
profit and the 
transaction is not a 
business 
combination

 Liabilities from 
undistributed profits
from investments in 
subsidiaries, 
branches and 
associates, and 
interests in joint 
ventures where 
company can 
control the timing of
the reversal.

DEFERRED TAX ASSET

Here the entity recognizes 
for deductible temporary 
differences, unused tax 
losses, unused tax credits 
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to the extent that taxable 
profit will be available 
against which the asset 
can be used, except to the
extent it arises from the 
initial recognition of an 
asset/liability that is not a 
business combination and 
does not affect 
accounting/tax profit. 
Recognize for deductible 
temporary differences 
arising from investments 
in subsidiaries and 
associates to the extent it 
is probable the temporary 
difference will reverse in 
the foreseeable future and
there will be available tax 
profit to be utilized. A 
deferred tax asset is 
recognized for the carry 
forward of unused tax 
losses and unused tax 
credits to the extent that it
is probable that future 
taxable profits will be 
available (i.e. the entity 
has sufficient taxable 
temporary differences or 
there is convincing other 
evidence that sufficient 
taxable profits will be 
available against which 
the unused tax losses or 
unused tax credits can be 
utilized).

DEFERRED TAX 
MEASUREMENT

 Measure the 
balance at tax rates 
that are expected to
apply in the period 
in which the asset is
realized or liability 
settled based on tax
rates that have 
been enacted or 
substantively 
enacted by the end 
of the reporting 
period

 Deferred tax assets 
and liabilities are 
not discounted

 The applicable tax 
rate depends on 
how the carrying 
amount of an asset 
or liability is 
recovered or settled

 Current and 
deferred tax shall 
be recognized as 
income or an 
expense and 
included in profit or 
loss for the period, 
except to the extent
that the tax arises 
from a transaction 
or event which is 
recognized, in the 
same or a different 
period, directly in 
equity or other 
comprehensive 
income, or a 
business 
combination

 Current tax and 
deferred tax are 
charged or credited 
directly to equity or 
other 
comprehensive 
income if the tax 
relates to items that
are credited or 
charged, in the 
same or a different 
period, directly to 
equity or other 
comprehensive 
income.

IAS 16 PROPERTY, 
PLANT AND EQUIPMENT

The objective of IAS 16 is 
to prescribe the 
accounting treatment for 
property, plant, and 
equipment. The principal 
issues are the timing of 

recognition of assets, the 
determination of their 
carrying amounts, and the 
depreciation charges to be
recognized in relation to 
them. 

SCOPE 

While IAS 16 does not 
apply to biological assets 
related to agricultural 
activity or mineral rights 
and mineral reserves such 
as oil, natural gas and 
similar non-regenerative 
resources, it does apply to 
property, plant, and 
equipment used to 
develop or maintain such 
assets. 

RECOGNITION 

Items of property, plant, 
and equipment should be 
recognized as assets when
it is probable that the 
future economic benefits 
associated with the asset 
will flow to the enterprise 
and the cost of the asset 
can be measured reliably. 

This recognition principle 
is applied to all property, 
plant, and equipment 
costs at the time they are 
incurred. These costs 
include costs incurred 
initially to acquire or 
construct an item of 
property, plant and 
equipment and costs 
incurred subsequently to 
add to, replace part of, or 
service it. 

If the cost model is used 
each part of an item of 
property, plant, and 
equipment with a cost that
is significant in relation to 
the total cost of the item 
must be depreciated 
separately. 
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IAS 16 recognizes that 
parts of some items of 
property, plant, and 
equipment may require 
replacement at regular 
intervals. The carrying 
amount of an item of 
property, plant, and 
equipment will include the 
cost of replacing the part 
of such an item when that 
cost is incurred if the 
recognition criteria (future 
benefits and measurement
reliability) are met. The 
carrying amount of those 
parts that are replaced is 
derecognized in 
accordance with the de-
recognition provisions of 
the standard.

Also, continued operation 
of an item of property, 
plant, and equipment (for 
example, an aircraft) may 
require regular major 
inspections for faults 
regardless of whether 
parts of the item are 
replaced. When each 
major inspection is 
performed, its cost is 
recognized in the carrying 
amount of the item of 
property, plant, and 
equipment as a 
replacement if the 
recognition criteria are 
satisfied. If necessary, the 
estimated cost of a future 
similar inspection may be 
used as an indication of 
what the cost of the 
existing inspection 
component was when the 
item was acquired or 
constructed.

INITIAL MEASUREMENT 

They should be initially 
recorded at cost. Cost 
includes all costs 
necessary to bring the 

asset to working condition 
for its intended use. This 
would include not only its 
original purchase price but
also costs of site 
preparation, delivery and 
handling, installation, 
related professional fees 
for architects and 
engineers, and the 
estimated cost of 
dismantling and removing 
the asset and restoring the
site in accordance with IAS
37.

If payment for an item of 
property, plant, and 
equipment is deferred, 
interest at a market rate 
must be recognized or 
imputed. 

If an asset is acquired in 
exchange for another 
asset (whether similar or 
dissimilar in nature), the 
cost will be measured at 
the fair value unless (a) 
the exchange transaction 
lacks commercial 
substance or (b) the fair 
value of neither the asset 
received nor the asset 
given up is reliably 
measurable. If the 
acquired item is not 
measured at fair value, its 
cost is measured at the 
carrying amount of the 
asset given up. 

MEASUREMENT 
SUBSEQUENT TO 
INITIAL RECOGNITION 

IAS 16 permits two 
accounting models: 

1. Cost Model.   The 
asset is carried at 
cost less 
accumulated 
depreciation and 
impairment.  

2. Revaluation Model.   
The asset is carried 
at a revalued 
amount, being its 
fair value at the 
date of revaluation 
less subsequent 
depreciation, 
provided that fair 
value can be 
measured reliably. 

THE REVALUATION 
MODEL 

Under the revaluation 
model, revaluations should
be carried out regularly, so
that the carrying amount 
of an asset does not differ 
materially from its fair 
value at the balance sheet
date. 

If an item is revalued, the 
entire class of assets to 
which that asset belongs 
should be revalued. 

Revalued assets are 
depreciated in the same 
way as under the cost 
model. 

If a revaluation results in 
an increase in value, it 
should be credited to 
equity under the heading 
"revaluation surplus" 
unless it represents the 
reversal of a revaluation 
decrease of the same 
asset previously 
recognized as an expense,
in which case it should be 
recognized as income. 

A decrease arising as a 
result of a revaluation 
should be recognized as 
an expense to the extent 
that it exceeds any 
amount previously 
credited to the revaluation
surplus relating to the 
same asset. 
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When a revalued asset is 
disposed of, any 
revaluation surplus may 
be transferred directly to 
retained earnings, or it 
may be left in equity under
the heading revaluation 
surplus. The transfer to 
retained earnings should 
not be made through the 
income statement. 

DEPRECIATION (COST 
AND REVALUATION 
MODELS) 

For all depreciable assets: 

The depreciable amount 
(cost less prior 
depreciation, impairment, 
and residual value) should 
be allocated on a 
systematic basis over the 
asset's useful life. 

The residual value and the
useful life of an asset 
should be reviewed at 
least at each financial 
year-end and, if 
expectations differ from 
previous estimates, any 
change is accounted for 
prospectively as a change 
in estimate under IAS 8. 

The depreciation method 
used should reflect the 
pattern in which the 
asset's economic benefits 
are consumed by the 
enterprise. The 
depreciation method 
should be reviewed at 
least annually and, if the 
pattern of consumption of 
benefits has changed, the 
depreciation method 
should be changed 
prospectively as a change 
in estimate under IAS 8. 
Depreciation should be 
charged to the income 
statement, unless it is 

included in the carrying 
amount of another asset. 

Depreciation begins when 
the asset is available for 
use and continues until the
asset is de-recognized, 
even if it is idle. 

RECOVERABILITY OF 
THE CARRYING AMOUNT

The standard requires 
impairment testing and, if 
necessary, recognition for 
property, plant, and 
equipment. 

De-recognition 

An asset should be 
removed from the balance 
sheet on disposal or when 
it is withdrawn from use 
and no future economic 
benefits are expected from
its disposal. The gain or 
loss on disposal is the 
difference between the 
proceeds and the carrying 
amount and should be 
recognized in the income 
statement. 

DISCLOSURE 

For each class of property, 
plant, and equipment, 
disclose: 

 basis for measuring 
carrying amount; 

 depreciation 
method(s) used; 

 useful lives or 
depreciation rates; 

 gross carrying 
amount and 
accumulated 
depreciation and 
impairment losses; 

 reconciliation of the 
carrying amount at 
the beginning and 

the end of the 
period, showing: 

1. additions; 

2. disposals; 

3. acquisitions 
through 
business 
combinations;

4. revaluation 
increases; 

5. impairment 
losses; 

6. reversals of 
impairment 
losses; 

7. depreciation; 

8. net foreign 
exchange 
differences on
translation; 

9. Other 
movements. 

Also disclose: 

 restrictions on title; 

 expenditures to 
construct property, 
plant, and 
equipment during 
the period; 

 Commitments to 
acquire property, 
plant, and 
equipment. 

 Compensation from 
third parties for 
items of property, 
plant, and 
equipment that 
were impaired, lost 
or given up that is 
included in profit or 
loss. 

If property, plant, and 
equipment is stated at 
revalued amounts, certain 

https://allthingsacca.wordpress.com/


All Things ACCA - Helping ACCA students pass their exams 

additional disclosures are 
required: 

 the effective date of 
the revaluation; 

 whether an 
independent valuer 
was involved; 

 the methods and 
significant 
assumptions used in
estimating fair 
values; 

 the extent to which 
fair values were 
determined directly 
by reference to 
observable prices in
an active market or 
recent market 
transactions on 
arm's length terms 
or were estimated 
using other 
valuation 
techniques; 

 The carrying amount 
that would have 
been recognized 
had the assets been
carried under the 
cost model.

The revaluation surplus, 
including changes during 
the period and distribution
restrictions.

IAS 19 EMPLOYEE 
BENEFITS

SCOPE

This standard applies to all
employee benefits except 
those within the scope of 
IFRS 2. Employee benefits 
are all forms of 
consideration given by an 
entity in exchange for 
services rendered or for 

the termination of 
employment.

SHORT TERM 
EMPLOYEE BENEFITS

These are expected to be 
settled within 12 months 
of the reporting period in 
which the employee has 
rendered the services. An 
entity does not need to 
reclassify short term 
employee benefits if the 
expectations of the timing 
of the settlement change 
temporarily.

COMPENSATED 
ABSENCES

 Accumulating – 
recognize expense 
when service that 
increases 
entitlement is 
rendered for 
example leave pay

 Non-accumulating – 
recognize expense 
when absence 
occurs.

All short-term benefits
Here you recognize the 
undiscounted amount as 
an expense / liability e.g. 
wages, salaries, bonuses, 
etc.

Post-employment 
benefits
These are benefits payable
after the completion of 
employment and they 
include retirement benefits
and post-employment 
benefits (medical care).

DEFINED BENEFIT PLAN
These are post-
employment plans other 
than defined contribution 
plans. IAS 19 (2011) 
prohibits delayed 

recognition of actuarial 
gains and losses and past 
service-cost, with the 
actual net defined benefit 
liability / (asset) presented
in the statement of 
financial position.

STATEMENT OF 
FINANCIAL POSITION
Entities recognize the net 
defined benefit liability 
(asset) in the statement of
financial position (being 
equal to the deficit 
(surplus) in the defined 
benefit plan and the 
possible effect of the asset
ceiling). When an entity 
has a surplus in a DBP, it 
measures the net defined 
benefit asset at the lower 
of:

 The surplus in the 
defined benefit plan

 The asset ceiling 
(being the present 
value of any 
economic benefits 
available in the form
of refunds from the 
plan or reductions in
future contributions 
to the plan), 
determined using 
the discount rate in 
reference to market 
yields at the end of 
the reporting period 
on high quality 
corporate bonds 
(IAS 19.83).

STATEMENT OF 
COMPREHENSIVE 
INCOME
Actuarial gains and losses 
are recognized in other 
comprehensive income in 
the period in which they 
occur. Past-service-costs 
are recognized in profit or 
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loss in the period incurred.
The net interest on the net
defined benefit liability / 
(asset) is recognized in 
profit or loss:

 Being equal to the 
change of the 
defined benefit 
liability / (asset) 
during the period 
that arises from 
passage of time. 
Determined by 
multiplying the net 
defined benefit 
liability / (asset) by 
the discount rate, 
taking into account 
actual contributions 
and benefits paid 
during the period.

PRESENTATION OF THE 
THREE COMPONENTS 
OF ‘DEFINED BENEFIT 
COST’

 Service cost 
(current, past, 
curtailment 
loss/(gain), and 
settlement 
loss/(gain) in profit 
or loss

 Net Interest (refer 
above) in profit or 
loss

 Re-measurements 
(actuarial gains, the 
return on plan 
assets (excl. net 
interest), change in 
the effect of the 
asset ceiling) in 
other 
comprehensive 
income (OCI)

OTHER LONG-TERM 
EMPLOYEE BENEFIT 
PLANS

Employee benefits other 
than short-term employee 
benefits, post-employment
benefits, and termination
benefits.

STATEMENT OF 
FINANCIAL POSITION

 Carrying amount of 
liability = present 
value of obligation 
minus the fair value 
of any plan assets

 Actuarial gains and 
losses and past 
service costs are 
recognized 
immediately in OCI 
in full and profit or 
loss
in full respectively 
in the statement of 
comprehensive 
income.

STATEMENT OF 
COMPREHENSIVE 
INCOME

 Recognize the net 
total of: Current 
service cost + Net 
interest on net 
defined benefit 
liability / (asset) + 
measurement of the
net defined benefit 
liability/(asset).

Profit sharing and 
bonus schemes - 
Recognize the expense 
when entity has a present 
legal or constructive 
obligation to make 
payments; and a reliable 
estimate of the obligation 
can be made.

TERMINATION BENEFITS

 Employee benefits 
provided in 

exchange for the 
termination of an 
employee’s 
employment, as a 
result of either:

 An entity’s decision 
to terminate an 
employee’s 
employment before 
the normal 
retirement date

 An employee’s 
decision to accept 
an offer of benefits 
in exchange for the 
termination of 
employment.

Recognize liability and 
expense at the earlier of:

 The date the entity 
can no longer 
withdraw the benefit
or offer

 The date the entity 
recognizes 
restructuring costs 
under IAS 37.

If termination benefits 
settled wholly before 12 
months from reporting 
date – apply requirements 
for short-term employee 
benefits. If termination 
benefits are not settled 
wholly before 12 months 
from
reporting date – apply 
requirements for other 
long term employee 
benefits.

MULTI-EMPLOYER 
PLANS

 These are post-
employment plans 
other than state 
plans that pool the 
assets of various 
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entities that are not 
under common 
control and use 
those assets to 
provide benefits to 
employees of more 
than one entity

 May be a defined 
contribution or 
defined benefit plan

 If the plan is a 
defined benefit plan,
an entity may apply 
defined contribution
accounting when 
sufficient 
information is not 
available to apply 
the accounting 
requirements for 
defined benefit 
plans.

DEFINED 
CONTRIBUTION PLAN
The entity pays fixed 
contributions into a fund 
and does not have an 
obligation to pay further 
contributions if the fund 
does not hold sufficient 
assets. Recognize the 
contribution expense / 
liability when the 
employee has rendered 
the service.

DISCLOSURE
IAS 19 (2011) requires 
extensive disclosures in 
respect of DBP, including 
narrative descriptions of: 
the regulatory framework; 
funding arrangements; 
potential (non-) financial 
risks; and/or asset ceiling 
tests.

IAS 20 ACCOUNTING 
FOR GOVERNMENT 
GRANTS AND 
DISCLOSURE OF 

GOVERNMENT 
ASSISTANCE

SCOPE

The standard does not 
apply to government 
assistance that is provided
for an entity in the form of 
benefits that are available 
in determining taxable 
income or are determined 
or limited to the basis of 
income tax liability; 
government participation 
in the ownership of an 
entity and government 
grants covered by IAS 41.

TYPES OF 
GOVERNMENT GRANTS

GRANTS RELATED TO 
INCOME

This is a grant received as 
compensation for costs 
either already incurred or 
for immediate financial 
support with no future 
related costs. Here you 
recognize the income in 
the period received. A 
grant related to income 
may be presented 
separately as other 
income or deducted from 
the related expense. 

NON-MONETARY 
GRANTS

Non-monetary grants, 
such as land or other 
resources, are usually 
accounted for at fair value,
although recording both 
the asset and the grant at 
a nominal amount is 
permitted.

GRANTS RELATED TO 
ASSETS

A grant relating to assets 
may be presented in one 
of two ways:

 As deferred income 
(and released to 
profit or loss when 
related expenditure 
impacts profit or 
loss)

 By deducting the 
grant from the 
asset’s carrying 
amount.

RECOGNITION

Grants are recognized 
when both there is 
reasonable assurance the 
entity will comply with the
conditions attached to the 
grant and the grant will be
received. The grant is 
recognized as income over
the period necessary to 
match it with the related 
costs, for which it is 
intended to compensate 
on a systematic basis and 
should not be credited 
directly to equity.

DISCLOSURE

The entity must disclose 
the accounting policy 
adopted for grants, 
including method of 
statement of financial 
position presentation; 
nature and extent of 
grants recognized in the 
financial statements; an 
indication of other forms of
government assistance 
from which the entity has 
directly benefited and 
unfulfilled conditions and 
contingencies attaching to 
recognized grants.

IAS 21 THE EFFECTS OF 
CHANGES IN FOREIGN 
EXCHANGE RATES

The objective of IAS 21 is 
to prescribe how to include

https://allthingsacca.wordpress.com/


All Things ACCA - Helping ACCA students pass their exams 

foreign currency 
transactions and foreign 
operations in the financial 
statements of an entity 
and how to translate 
financial statements into a
presentation currency. The
principal issues are which 
exchange rate(s) to use 
and how to report the 
effects of changes in 
exchange rates in the 
financial statements. 

BASIC STEPS FOR 
TRANSLATING FOREIGN 
CURRENCY AMOUNTS 
INTO THE FUNCTIONAL 
CURRENCY 

Steps apply to a stand-
alone entity, an entity with
foreign operations (such 
as a parent with foreign 
subsidiaries), or a foreign 
operation (such as a 
foreign subsidiary or 
branch). 

1. The reporting entity 
determines its functional 
currency 

2. The entity translates all 
foreign currency items into
its functional currency 

3. The entity reports the 
effects of such translation 
in accordance with 
paragraphs 20-37 
[reporting foreign currency
transactions in the 
functional currency] and 
50 [reporting the tax 
effects of exchange 
differences]. 

FOREIGN CURRENCY 
TRANSACTIONS 

A foreign currency 
transaction should be 
recorded initially at the 
rate of exchange at the 
date of the transaction 

(use of averages is 
permitted if they are a 
reasonable approximation 
of actual).  

At each subsequent 
balance sheet date: 

 Foreign currency 
monetary amounts 
should be reported 
using the closing 
rate. 

 Non-monetary items
carried at historical 
cost should be 
reported using the 
exchange rate at 
the date of the 
transaction. 

 Non-monetary items
carried at fair value 
should be reported 
at the rate that 
existed when the 
fair values were 
determined. 

Exchange differences 
arising when monetary 
items are settled or when 
monetary items are 
translated at rates 
different from those at 
which they were translated
when initially recognized 
or in previous financial 
statements are reported in
profit or loss in the period, 
with one exception. The 
exception is that exchange
differences arising on 
monetary items that form 
part of the reporting 
entity's net investment in 
a foreign operation are 
recognized, in the 
consolidated financial 
statements that include 
the foreign operation, in a 
separate component of 
equity; they will be 
recognized in profit or loss 
on disposal of the net 
investment.

If a gain or loss on a non-
monetary item is 
recognized directly in 
equity (for example, a 
property revaluation under
IAS 16), any foreign 
exchange component of 
that gain or loss is also 
recognized directly in 
equity.

TRANSLATION FROM 
THE FUNCTIONAL 
CURRENCY TO THE 
PRESENTATION 
CURRENCY 

The results and financial 
position of an entity whose
functional currency is not 
the currency of a 
hyperinflationary economy
are translated into a 
different presentation 
currency using the 
following procedures: 

 Assets and liabilities
for each balance 
sheet presented 
(including 
comparatives) are 
translated at the 
closing rate at the 
date of that balance
sheet. This would 
include any goodwill
arising on the 
acquisition of a 
foreign operation 
and any fair value 
adjustments to the 
carrying amounts of
assets and liabilities
arising on the 
acquisition of that 
foreign operation 
are treated as part 
of the assets and 
liabilities of the 
foreign operation

 Income and 
expenses for each 
income statement 
(including 
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comparatives) are 
translated at 
exchange rates at 
the dates of the 
transactions; and 

 All resulting 
exchange 
differences are 
recognized as a 
separate component
of equity. 

DISPOSAL OF A 
FOREIGN OPERATION 

When a foreign operation 
is disposed of, the 
cumulative amount of the 
exchange differences 
deferred in the separate 
component of equity 
relating to that foreign 
operation shall be 
recognized in profit or loss 
when the gain or loss on 
disposal is recognized. 

Where the foreign entity 
reports in the currency of 
a hyperinflationary 
economy, the financial 
statements of the foreign 
entity should be restated 
as required by IAS 29.

TAX EFFECTS OF 
EXCHANGE 
DIFFERENCES 

These must be accounted 
for using IAS 12. 

DISCLOSURE 

 The amount of 
exchange 
differences 
recognized in profit 
or loss (excluding 
differences arising 
on financial 
instruments 
measured at fair 
value through profit 
or loss in 

accordance with IAS
39). 

 Net exchange 
differences 
classified in a 
separate component
of equity, and a 
reconciliation of the 
amount of such 
exchange 
differences at the 
beginning and end 
of the period. 

 When the 
presentation 
currency is different
from the functional 
currency, disclose 
that fact together 
with the functional 
currency and the 
reason for using a 
different 
presentation 
currency.  

 A change in the 
functional currency 
of either the 
reporting entity or a
significant foreign 
operation and the 
reason therefor. 

When an entity presents 
its financial statements in 
a currency that is different
from its functional 
currency, it may describe 
those financial statements 
as complying with IFRS 
only if they comply with all
the requirements of each 
applicable Standard 
(including IAS 21) and 
each applicable 
Interpretation. 

CONVENIENCE 
TRANSLATIONS 

Sometimes, an entity 
displays its financial 
statements or other 
financial information in a 
currency that is different 

from either its functional 
currency or its 
presentation currency 
simply by translating all 
amounts at end-of-period 
exchange rates. This is 
sometimes called a 
convenience translation. A 
result of making a 
convenience translation is 
that the resulting financial 
information does not 
comply with all IFRS, 
particularly IAS 21. In this 
case, the following 
disclosures are required:  

 Clearly identify the 
information as 
supplementary 
information to 
distinguish it from 
the information that
complies with IFRS. 

 Disclose the 
currency in which 
the supplementary 
information is 
displayed. 

Disclose the entity's 
functional currency and 
the method of translation 
used to determine the 
supplementary 
information.

IAS 23 BORROWING 
COSTS

The objective of IAS 23 is 
to prescribe the 
accounting treatment for 
borrowing costs. 
Borrowing costs include 
interest on bank overdrafts
and borrowings, 
amortization of discounts 
or premiums on 
borrowings, amortization 
of ancillary costs incurred 
in the arrangement of 
borrowings, finance 
charges on finance leases 
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and exchange differences 
on foreign currency 
borrowings where they are
regarded as an adjustment
to interest costs. 

ACCOUNTING 
TREATMENT 

Benchmark treatment. 
All borrowing costs should 
be expensed in the period 
in which they are incurred.

Allowed alternative 
treatment. Borrowing 
costs in relation to the 
acquisition, construction 
and production of a 
qualifying asset should be 
treated as part of the cost 
of the relevant asset. [IAS 
23.10-11] 

Where the allowed 
alternative is adopted, 
that treatment should be 
applied consistently to all 
borrowing costs incurred 
for the acquisition, 
construction and 
production of qualifying 
assets. 

Where funds are borrowed
specifically, costs eligible 
for capitalization are the 
actual costs incurred less 
any income earned on the 
temporary investment of 
such borrowings. [IAS 
23.15] Where funds are 
part of a general pool, the 
eligible amount is 
determined by applying a 
capitalization rate to the 
expenditure on that asset. 
The capitalization rate will 
be the weighted average 
of the borrowing costs 
applicable to the general 
pool. 

Where the alternative 
treatment is followed, 
capitalization should 
commence when 
expenditures are being 
incurred, borrowing costs 
are being incurred and 
activities that are 
necessary to prepare the 
asset for its intended use 
or sale are in progress 
(may include some 
activities prior to 
commencement of 
physical production). 
Capitalization should be 
suspended during periods 
in which active 
development is 
interrupted. Capitalization 
should cease when 
substantially all of the 
activities necessary to 
prepare the asset for its 
intended use or sale are 
complete. If only minor 
modifications are 
outstanding, this indicates 
that substantially all of the
activities are complete. 

Where construction is 
completed in stages, 
which can be used while 
construction of the other 
parts continues, 
capitalization of 
attributable borrowing 
costs should cease when 
substantially all of the 
activities necessary to 
prepare that part for its 
intended use or sale are 
complete. 

DISCLOSURE 

 The accounting 
policy adopted 

 Amount of 
borrowing cost 
capitalized during 
the period 

 Capitalization rate 
used 

IAS 24 RELATED PARTY 
DISCLOSURES

SCOPE

IAS 24 must be applied to:

 Identifying related 
party relationships 
and transactions

 Identifying 
outstanding 
balances, including 
commitments 
between an entity 
and its related 
parties

 Identifying the 
circumstances in 
which disclosure of 
the items above is 
required

 Determining the 
disclosures to be 
made about those 
items.

IAS 24 REQUIRES 
DISCLOSURE OF:

 Related party 
relationships

 Related party 
transactions

 Outstanding 
balances with 
related parties

 Commitments to 
related parties.

The disclosures have to be
made in the related 
consolidated and separate 
financial statements of a 
parent, investors with joint
control of an investee and 
investor with significant 
influence over an investee.
Government-related 
entities are exempt from 
the disclosure 
requirements of paragraph
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18 in relation to related 
party transactions and 
outstanding balances, 
including commitments.

DISCLOSURES

RELATIONSHIPS 
BETWEEN PARENTS 
AND SUBSIDIARIES

Regardless of whether 
there have been 
transactions, disclosure of 
the name of the parent or 
ultimate controlling party 
(if different) is required. If 
parent or ultimate 
controlling party did not 
prepare consolidated 
financial statements for 
public use, the name of 
the next senior parent that
does so needs to be 
disclosed as well.

KEY MANAGEMENT 
PERSONNEL 
COMPENSATION

Disclose in total for the 
following categories:

 Short-term 
employee benefits

 Post-employment 
benefits

 Other long-term 
benefits

 Termination 
benefits

 Share-based 
payments

MANAGEMENT ENTITIES
(EFFECTIVE DATE 1 
JULY 2014):

If an entity obtains key 
management personnel 
services from a 
management entity the 
requirements of IAS 24.17 
to analyze compensation 
into short term, 
postemployment, other 
long term and termination 
benefits, and share-based 
payments, do not have to 
be applied to the 
compensation paid by the 
management entity to the 
management entity’s 
employees or directors. 
Instead, the entity has to 
disclose the amount 
incurred for the service fee
paid to the management 
entity.

Related party 
transactions

Only if there have been 
transactions, disclose:

 The nature of 
related party 
relationship

 Information about 
transactions

 Information about 
outstanding 

balances to 
understand the 
potential effect on 
the Annual Financial
Statements

 Information about 
impairment or bad 
debts with related 
parties.

Disclose related party 
transactions for each 
category of related 
parties.

The above disclosures 
shall be presented 
separately for each of the 
following categories:

 The parent
 Entities with joint 

control of, or 
significant influence 
over, the entity

 Subsidiaries
 Associates
 Joint ventures in 

which the entity is a
joint venture

 Key management 
personnel of the 
entity or its parent

 Other related 
parties.

EXAMPLE SHOWING 
RELATED PARTIES
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IAS 26 ACCOUNTING 
AND REPORTING BY 
RETIREMENT AND 
BENEFIT PLANS

Retirement benefit plans 
are an arrangement by 
which an entity provides 
benefits (annual income or
lump sum) to employees 
after they terminate from 
service. 

Defined benefit plans are a
retirement benefit plan by 
which employees receive 
benefits based on a 
formula
usually linked to employee
earnings.

Defined contribution plan 
is a retirement benefit 
plan by which benefits to 
employees are based on 
the amount of funds 
contributed to the plan 
plus investment earnings 
thereon.

SCOPE

The scope of this standard 
is financial statements of 
retirement benefit plans 
(where such financial 
statements are prepared).

DEFINED BENEFIT 
PLANS

The report of a defined 
benefit plan should contain
either:

 A statement that 
shows the net 
assets available for 
benefits; the 
actuarial present 
value of promised 
retirement benefits 
(distinguishing 
between vested 
benefits and non-
vested benefits) and

the resulting excess
or deficit

 A statement of net 
assets available for 
benefits, including 
either a note 
disclosing the 
actuarial present 
value of promised 
retirement benefits 
(distinguishing 
between vested 
benefits and non-
vested benefits) or a
reference to this 
information in an 
accompanying 
actuarial report.

 If an actuarial 
valuation has not 
been prepared at 
the reporting date 
of a defined benefit 
plan, the most 
recent valuation 
should be used as a 
base and the date of
the valuation 
disclosed

 The actuarial 
present value of 
promised retirement
benefits should be 
based on the 
benefits promised 
under the terms of 
the plan on service 
rendered to date, 
using either current 
salary levels or 
projected salary 
levels, with 
disclosure of the 
basis used

 The effect of any 
changes in actuarial
assumptions that 
have had significant
effect on the 
actuarial present 
value of promised 
retirement benefits 
should be disclosed

 The report should 
explain the 
relationship 
between the 
actuarial present 
value of promised 
retirement benefits 
and the net assets 
available for 
benefits, and the 
policy for the 
funding of promised 
benefits.

DEFINED 
CONTRIBUTION PLANS

The report of a defined 
contribution plan should 
contain a statement of net 
assets available for 
benefits
and a description of the 
funding policy.

Valuation of plan assets

Retirement benefit plan 
investments must be 
carried at fair value. If fair 
values cannot be 
estimated for certain 
retirement benefit plan 
investments, disclosure 
should be made of the 
reason why fair value is 
not used.

DISCLOSURES

Disclosure requirements of
IAS 26 are onerous. The 
main disclosures required 
are set out below. This list 
is not exhaustive. It is 
recommended that entities
refer to IAS 26.34 - 36 for 
all disclosure 
requirements.

STATEMENT OF NET 
ASSETS AVAILABLE FOR
BENEFIT, SHOWING:

 Assets at the end of 
the period
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 Basis of valuation
 Details of any single

investment 
exceeding 5% of net
assets or 5% of any 
category of 
investment

 Details of 
investment in the 
employer (if any)

 Liabilities other than
the actuarial 
present value of 
plan benefits.

STATEMENT OF NET 
ASSETS AVAILABLE 
FOR BENEFITS, 
SHOWING:

 Employer 
contributions

 Employee 
contributions

 Investment 
income

 Other income
 Benefits paid
 Administrative 

expenses
 Other expenses
 Income taxes
 Profit or loss on 

disposal of 
investments

 Change in fair 
value of 
investments

 Transfer to/from 
other plans.

Description of funding 
policy; summary of 
significant accounting 
policies; other details 
about the plan; 
description of the plan 
and of the effect of any
changes in the plan 
during the period; 
Disclosures for defined 
benefit plans:

 Actuarial present
value of 
promised benefit
obligations 
distinguishing 
between vested 
and non-vested 
benefits

 Description of 
actuarial 
assumptions

 Description of 
the method used
to calculate the 
actuarial present
value of 
promised benefit
obligations.

IAS 27 SEPARATE 
FINANCIAL 
STATEMENTS

IAS 27 has the twin 
objectives of setting 
standards to be applied: 

 In the preparation 
and presentation of 
consolidated 
financial statements
for a group of 
entities under the 
control of a parent; 
and 

 In accounting for 
investments in 
subsidiaries, jointly 
controlled entities, 
and associates 
when an entity 
elects, or is required
by local regulations,
to present separate 
(non-consolidated) 
financial 
statements. 

IDENTIFICATION OF 
SUBSIDIARIES 

Control is presumed when 
the parent acquires more 
than half of the voting 

rights of the enterprise. 
Even when more than one 
half of the voting rights is 
not acquired, control may 
be evidenced by power:  

 over more than 
one half of the 
voting rights by 
virtue of an 
agreement with 
other investors; 
or 

 to govern the 
financial and 
operating 
policies of the 
other enterprise 
under a statute 
or an agreement;
or 

 to appoint or 
remove the 
majority of the 
members of the 
board of 
directors; or 

 To cast the 
majority of votes
at a meeting of 
the board of 
directors. 

PRESENTATION OF 
CONSOLIDATED 
ACCOUNTS 

A parent is required to 
present consolidated 
financial statements in 
which it consolidates its 
investments in subsidiaries
– except in one 
circumstance: A parent is 
not required to (but may) 
present consolidated 
financial statements if and
only if all of the following 
four conditions are met: 

1. the parent is itself a 
wholly-owned 
subsidiary, or is a 
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partially-owned 
subsidiary of 
another entity and 
its other owners, 
including those not 
otherwise entitled to
vote, have been 
informed about, and
do not object to, the
parent not 
presenting 
consolidated 
financial 
statements; 

2. the parent's debt or 
equity instruments 
are not traded in a 
public market; 

3. the parent did not 
file, nor is it in the 
process of filing, its 
financial statements
with a securities 
commission or other
regulatory 
organization for the 
purpose of issuing 
any class of 
instruments in a 
public market; and 

4. the ultimate or any 
intermediate parent 
of the parent 
produces 
consolidated 
financial statements
available for public 
use that comply 
with International 
Financial Reporting 
Standards. 

The consolidated accounts
should include all of the 
parent's subsidiaries, both 
domestic and foreign:

 There is no 
exemption for a 
subsidiary whose 
business is of a 
different nature 
from the parent's. 

 There is no 
exemption for a 
subsidiary that 
operates under 
severe long-term 
restrictions 
impairing the 
subsidiary's ability 
to transfer funds to 
the parent. Such an 
exemption was 
included in earlier 
versions of IAS 27, 
but in revising IAS 
27 in December 
2003 the IASB 
concluded that 
these restrictions, in
themselves, do not 
preclude control. 

 There is no 
exemption for a 
subsidiary that had 
previously been 
consolidated and 
that is now being 
held for sale. The 
parent must 
continue to 
consolidate such a 
subsidiary until it is 
actually disposed of.
However, as a result
of an amendment of
IAS 27 by IFRS 5 in 
March 2004, there is
an exemption for a 
subsidiary for which 
control is intended 
to be temporary 
because the 
subsidiary was 
acquired and is held
exclusively with a 
view to its 
subsequent disposal
in the near future. 
For such a 
subsidiary, if it is 
highly probable that
the sale will be 
completed within 12
months then the 

parent should 
account for its 
investment in the 
subsidiary under 
IFRS 5 as an asset 
held for sale, rather 
than consolidate it 
under IAS 27. 

Special purpose entities 
(SPEs) should be 
consolidated where the 
substance of the 
relationship indicates that 
the SPE is controlled by 
the reporting enterprise. 
This may arise even where
the activities of the SPE 
are predetermined or 
where the majority of 
voting or equity are not 
held by the reporting 
enterprise. [SIC 12] 

Once an investment 
ceases to fall within the 
definition of a subsidiary, it
should be accounted for as
an associate under IAS 
28, as a joint venture 
under IAS 31, or as an 
investment under IAS 39, 
as appropriate. [IAS 27.31]

CONSOLIDATION 
PROCEDURES 

Intragroup balances, 
transactions, income, and 
expenses should be 
eliminated in full. 
Intragroup losses may 
indicate that an 
impairment loss on the 
related asset should be 
recognized.

The financial statements of
the parent and its 
subsidiaries used in 
preparing the consolidated
financial statements 
should all be prepared as 
of the same reporting 
date, unless it is 
impracticable to do so. If it
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is impracticable a 
particular subsidiary to 
prepare its financial 
statements as of the same
date as its parent, 
adjustments must be 
made for the effects of 
significant transactions or 
events that occur between
the dates of the 
subsidiary's and the 
parent's financial 
statements. And in no case
may the difference be 
more than three months.  

Consolidated financial 
statements must be 
prepared using uniform 
accounting policies for like
transactions and other 
events in similar 
circumstances.

Minority interests should 
be presented in the 
consolidated balance 
sheet within equity, but 
separate from the parent's
shareholders' equity. 
Minority interests in the 
profit or loss of the group 
should also be separately 
presented.

Where losses applicable to
the minority exceed the 
minority interest in the 
equity of the relevant 
subsidiary, the excess, and
any further losses 
attributable to the 
minority, are charged to 
the group unless the 
minority has a binding 
obligation to, and is able 
to, make good the losses. 
Where excess losses have 
been taken up by the 
group, if the subsidiary in 
question subsequently 
reports profits, all such 
profits are attributed to 
the group until the 
minority's share of losses 

previously absorbed by the
group has been recovered.

SEPARATE FINANCIAL 
STATEMENTS OF THE 
PARENT OR INVESTOR 
IN AN ASSOCIATE OR 
JOINTLY CONTROLLED 
ENTITY 

In the parent's/investor's 
individual financial 
statements, investments 
in subsidiaries, associates,
and jointly controlled 
entities should be 
accounted for either: 

 at cost; or 

 In accordance 
with IAS 39 

Such investments may not
be accounted for by the 
equity method in the 
parent's/investor's 
separate statements. 

DISCLOSURE 

Disclosures required in 
consolidated financial 
statements: 

 the nature of the
relationship 
between the 
parent and a 
subsidiary when 
the parent does 
not own, directly 
or indirectly 
through 
subsidiaries, 
more than half of
the voting 
power; 

 the reasons why 
the ownership, 
directly or 
indirectly 
through 
subsidiaries, of 
more than half of
the voting or 

potential voting 
power of an 
investee does 
not constitute 
control; 

 the reporting 
date of the 
financial 
statements of a 
subsidiary when 
such financial 
statements are 
used to prepare 
consolidated 
financial 
statements and 
are as of a 
reporting date or
for a period that 
is different from 
that of the 
parent, and the 
reason for using 
a different 
reporting date or
period; and 

 The nature and 
extent of any 
significant 
restrictions on 
the ability of 
subsidiaries to 
transfer funds to 
the parent in the 
form of cash 
dividends or to 
repay loans or 
advances. 

Disclosures required in 
separate financial 
statements that are 
prepared for a parent that 
is permitted not to prepare
consolidated financial 
statements: 

 the fact that the 
financial 
statements are 
separate 
financial 
statements; that 
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the exemption 
from 
consolidation has
been used; the 
name and 
country of 
incorporation or 
residence of the 
entity whose 
consolidated 
financial 
statements that 
comply with IFRS
have been 
produced for 
public use; and 
the address 
where those 
consolidated 
financial 
statements are 
obtainable; 

 a list of 
significant 
investments in 
subsidiaries, 
jointly controlled 
entities, and 
associates, 
including the 
name, country of
incorporation or 
residence, 
proportion of 
ownership 
interest and, if 
different, 
proportion of 
voting power 
held; and 

 A description of 
the method used
to account for 
the foregoing 
investments. 

Disclosures required in the
separate financial 
statements of a parent, 
investor in a jointly 
controlled entity, or 
investor in an associate: 

 the fact that the 
statements are 
separate 
financial 
statements and 
the reasons why 
those 
statements are 
prepared if not 
required by law; 

 a list of 
significant 
investments in 
subsidiaries, 
jointly controlled 
entities, and 
associates, 
including the 
name, country of
incorporation or 
residence, 
proportion of 
ownership 
interest and, if 
different, 
proportion of 
voting power 
held; and 

A description of the 
method used to account 
for the foregoing 
investments.

IAS 29 FINANCIAL 
REPORTING IN 
HYPERINFLATIONARY 
ECONOMIES

The objective of IAS 29 is 
to establish specific 
standards for enterprises 
reporting in the currency 
of a hyperinflationary 
economy, so that the 
financial information 
provided is meaningful. 

RESTATEMENT OF 
FINANCIAL 
STATEMENTS 

The basic principle in IAS 
29 is that the financial 
statements of an entity 

that reports in the 
currency of a 
hyperinflationary economy
should be stated in terms 
of the measuring unit 
current at the balance 
sheet date. Comparative 
figures for prior period(s) 
should be restated into the
same current measuring 
unit. 

Restatements are made by
applying a general price 
index. Items such as 
monetary items that are 
already stated at the 
measuring unit at the 
balance sheet date are not
restated. Other items are 
restated based on the 
change in the general 
price index between the 
date those items were 
acquired or incurred and 
the balance sheet date. 

A gain or loss on the net 
monetary position is 
included in net income. It 
should be disclosed 
separately. 

The Standard does not 
establish an absolute rate 
at which hyperinflation is 
deemed to arise - but 
allows judgment as to 
when restatement of 
financial statements 
becomes necessary. 
Characteristics of the 
economic environment of 
a country which indicate 
the existence of 
hyperinflation include: 

 The general 
population 
prefers to keep 
its wealth in non-
monetary assets 
or in a relatively 
stable foreign 
currency. 
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Amounts of local 
currency held 
are immediately 
invested to 
maintain 
purchasing 
power; 

 The general 
population 
regards 
monetary 
amounts not in 
terms of the 
local currency 
but in terms of a 
relatively stable 
foreign currency.
Prices may be 
quoted in that 
currency; 

 sales and 
purchases on 
credit take place 
at prices that 
compensate for 
the expected 
loss of 
purchasing 
power during the
credit period, 
even if the 
period is short; 
and 

 The cumulative 
inflation rate 
over three years 
approaches, or 
exceeds, 100%. 

IAS 29 describes 
characteristics that may 
indicate that an economy 
is hyperinflationary. 
However, it concludes that
it is a matter of judgment 
when restatement of 
financial statements 
becomes necessary. 

When an economy ceases 
to be hyperinflationary and
an enterprise discontinues 
the preparation and 

presentation of financial 
statements in accordance 
with IAS 29, it should treat 
the amounts expressed in 
the measuring unit current
at the end of the previous 
reporting period as the 
basis for the carrying 
amounts in its subsequent 
financial statements. 

DISCLOSURE 

 Gain or loss on 
monetary items 

 The fact that 
financial statements
and other prior 
period data have 
been restated for 
changes in the 
general purchasing 
power of the 
reporting currency 

 Whether the 
financial statements
are based on an 
historical cost or 
current cost 
approach

Identity and level of the 
price index at the balance 
sheet date and moves 
during the current and 
previous reporting period 

IAS 33 EARNINGS PER 
SHARE

This standard applies to 
entities whose ordinary 
shares or potential 
ordinary shares are traded
publicly and entities in the 
process of listing ordinary 
shares or potential 
ordinary shares in public 
markets.

It is calculated as earnings
divided by weighted 
number of shares.

BASIC EARNINGS 

Profit or loss from 
continuing operations 
adjusted for non-
controlling interest’s share
of profit and dividends on 
preference shares (after 
tax), differences arising in 
settlement of preference 
shares, and other similar 
effects where preference 
shares are classified as 
equity.

Basic – weighted average 
number of shares

 Time weighted 
average number of 
shares issued from 
date consideration 
receivable

 For additional 
shares where no 
consideration 
received – time 
weighted average 
number of shares 
from beginning of 
year / date of issue 
of shares with 
consideration (e.g. 
bonus issue)

 Restate 
comparatives.

DILUTED EARNINGS

Basic earnings adjusted for
after-tax effect of changes 
in Statement of 
Comprehensive Income 
that will result from 
conversion of all dilutive 
potential ordinary shares 
(e.g. interest on loan no 
longer charged once 
converted to equity).

Diluted – weighted 
average number of shares

 Starting point is the 
weighted average 
number of shares in 
Basic EPS
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 If any consideration 
will be received on 
conversion the 
dilutive impact is 
based only on the 
number of shares 
issued for no 
consideration

 Adjust for number of
shares that would 
be issued on 
conversion

 Adjust presuming 
conversion at 
beginning of year / 
date of issue of 
potential ordinary 
shares

 Diluted EPS 
presented for only 
those instruments 
which result in a 
reduction of EPS – 
i.e. instruments 
which prove to be 
anti-dilutive are 
excluded.

OTHER

 Same number of 
shares, different 
numerator (earnings
number)

 Disclose in notes to 
annual financial 
statements – not on 
face of statement of
comprehensive 
Income

 Examples include 
headline earnings 
per share, net 
assets value per 
share and core 
earnings per share.

IAS 34 INTERIM 
FINANCIAL REPORTING

The objective of IAS 34 is 
to prescribe the minimum 
content of an interim 
financial report and to 

prescribe the principles for
recognition and 
measurement in financial 
statements presented for 
an interim period. 

MATTERS LEFT TO 
LOCAL REGULATORS 

IAS 34 specifies the 
content of an interim 
financial report that is 
described as conforming 
to International Accounting
Standards. However, IAS 
34 does not mandate: 

 which 
enterprises 
should publish 
interim financial 
reports, 

 how frequently, 
or 

 How soon after 
the end of an 
interim period. 

Such matters will be 
decided by national 
governments, securities 
regulators, stock 
exchanges, and 
accountancy bodies.

However, the Standard 
encourages publicly-
traded enterprises to 
provide interim financial 
reports that conform to 
the recognition, 
measurement, and 
disclosure principles set 
out in IAS 34, at least as of
the end of the first half of 
their financial year, such 
reports to be made 
available not later than 60 
days after the end of the 
interim period. 

MINIMUM CONTENT OF 
AN INTERIM FINANCIAL 
REPORT 

The minimum components
specified for an interim 
financial report are: 

 a condensed 
balance sheet, 

 a condensed 
income 
statement, 

 a condensed 
statement of 
changes in 
equity, 

 a condensed 
cash flow 
statement and 

 Selected 
explanatory 
notes. 

If a complete set of 
financial statements is 
published in the interim 
report, those financial 
statements should be in 
full compliance with IAS. 

If the financial statements 
are condensed, they 
should include, at a 
minimum, each of the 
headings and sub-totals 
included in the most 
recent annual financial 
statements and the 
explanatory notes required
by IAS 34. Additional line-
items should be included if
their omission would make
the interim financial 
information misleading. If 
the annual financial 
statements were 
consolidated (group) 
statements, the interim 
statements should be 
group statements as well. 

The periods to be covered 
by the interim financial 
statements are as follows: 
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 balance sheet as
of the end of the 
current interim 
period and a 
comparative 
balance sheet as
of the end of the 
immediately 
preceding 
financial year; 

 income 
statements for 
the current 
interim period 
and cumulatively
for the current 
financial year to 
date, with 
comparative 
income 
statements for 
the comparable 
interim periods 
(current and 
year-to-date) of 
the immediately 
preceding 
financial year; 

 statement 
showing changes
in equity 
cumulatively for 
the current 
financial year to 
date, with a 
comparative 
statement for 
the comparable 
year-to-date 
period of the 
immediately 
preceding 
financial year; 
and 

 Cash flow 
statement 
cumulatively for 
the current 
financial year to 
date, with a 
comparative 
statement for 

the comparable 
year-to-date 
period of the 
immediately 
preceding 
financial year. 

If the company's business 
is highly seasonal, IAS 34 
encourages disclosure of 
financial information for 
the latest 12 months, and 
comparative information 
for the prior 12-month 
period, in addition to the 
interim period financial 
statements. 

NOTE DISCLOSURES 

The explanatory notes 
required are designed to 
provide an explanation of 
events and transactions 
that are significant to an 
understanding of the 
changes in financial 
position and performance 
of the enterprise since the 
last annual reporting date.
IAS 34 states a 
presumption that anyone 
who reads an enterprise's 
interim report will also 
have access to its most 
recent annual report. 
Consequently, IAS 34 
avoids repeating annual 
disclosures in interim 
reports.

ACCOUNTING POLICIES 

The same accounting 
policies should be applied 
for interim reporting as are
applied in the enterprise's 
annual financial 
statements, except for 
accounting policy changes 
made after the date of the 
most recent annual 
financial statements that 
are to be reflected in the 
next annual financial 
statements. 

A key provision of IAS 34 is
that an enterprise should 
use the same accounting 
policy throughout a single 
financial year. If a decision
is made to change a policy
mid-year, the change is 
implemented 
retrospectively, and 
previously reported 
interim data is restated. 

MEASUREMENT 

Measurements for interim 
reporting purposes should 
be made on a year-to-date
basis, so that the 
frequency of the 
enterprise's reporting does
not affect the 
measurement of its annual
results.

Several important 
measurement points: 

1. Revenues that are 
received seasonally,
cyclically or 
occasionally within 
a financial year 
should not be 
anticipated or 
deferred as of the 
interim date, if 
anticipation or 
deferral would not 
be appropriate at 
the end of the 
financial year. 

2. Costs that are 
incurred unevenly 
during a financial 
year should be 
anticipated or 
deferred for interim 
reporting purposes 
if, and only if, it is 
also appropriate to 
anticipate or defer 
that type of cost at 
the end of the 
financial year. 
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3. Income tax 
expenses should be 
recognized based 
on the best 
estimate of the 
weighted average 
annual income tax 
rate expected for 
the full financial 
year. 

An appendix to IAS 34 
provides guidance for 
applying the basic 
recognition and 
measurement principles at
interim dates to various 
types of asset, liability, 
income, and expense. 

MATERIALITY 

In deciding how to 
recognize, classify, or 
disclose an item for 
interim financial reporting 
purposes, materiality is to 
be assessed in relation to 
the interim period financial
data, not forecasted 
annual data.

DISCLOSURE IN 
ANNUAL FINANCIAL 
STATEMENTS 

If an estimate of an 
amount reported in an 
interim period is changed 
significantly during the 
financial interim period in 
the financial year but a 
separate financial report is
not published for that 
period, the nature and 
amount of that change 
must be disclosed in the 
notes to the annual 
financial statements. This 
is to ensure that so called 
'year-end adjustments' are
reported in a transparent 
manner.

IAS 36 IMPAIRMENT OF 
ASSETS

SCOPE

All assets, except: 
inventories, construction 
contracts, deferred tax 
assets, employee benefits,
financial assets, 
investment property, 
biological assets, 
insurance contract assets, 
and assets held for sale.

Assets to be reviewed are 
individual assets and cash 
generating units. Cash 
generating units are the 
smallest identifiable group
of assets that generates 
cash flows that are 
independent of the cash 
inflows from other assets 
or group of assets.

Impairment = Carrying 
amount > Recoverable 
amount, where the 
recoverable amount is the 
higher of fair value less 
costs to sale and value in 
use.

Fair value less cost to 
sell are amounts 
obtainable in an arm’s 
length transaction less 
costs of disposal and 
Value-in-use represents 
the discounted future net 
pre-tax cash flows from 
the continuing use and 
ultimate disposal of the 
asset.

Fair value is a binding 
sale agreement, market 
price in an active market; 
Costs of disposal 
Incremental costs 
attributable to the disposal
of an asset; Cash flows 
from continuing use and 
disposal, based on asset in
its current form, exclude 

financing activities, Pre-tax
and Discount rate is Pre-
tax, and risks relating to 
value in use are reflected 
either in future cash flows 
or in the discount rate. The
assumptions are otherwise
double-counted.

An entity must test for 
impairment when there is 
an indicator of 
impairment. Indicators are 
assessed at each reporting
date. 

INDICATIONS OF 
IMPAIRMENT

EXTERNAL SOURCES: 

 market value 
declines 

 negative 
changes in 
technology, 
markets, 
economy, or 
laws 

 increases in 
market interest 
rates 

 company stock 
price is below 
book value 

INTERNAL SOURCES: 

 obsolescence or 
physical damage

 asset is part of a 
restructuring or 
held for disposal 

 worse economic 
performance 
than expected 

REVERSAL OF AN 
IMPAIRMENT LOSS 

 Same approach 
as for the 
identification of 

https://allthingsacca.wordpress.com/


All Things ACCA - Helping ACCA students pass their exams 

impaired assets: 
assess at each 
balance sheet 
date whether 
there is an 
indication that 
an impairment 
loss may have 
decreased. If so, 
calculate 
recoverable 
amount. 

 No reversal for 
unwinding of 
discount. 

 The increased 
carrying amount 
due to reversal 
should not be 
more than what 
the depreciated 
historical cost 
would have been
if the impairment
had not been 
recognized. 

 Reversal of an 
impairment loss 
is recognized as 
income in the 
income 
statement. 

 Adjust 
depreciation for 
future periods. 

 Reversal of an 
impairment loss 
for goodwill is 
prohibited. 

IAS 37 PROVISIONS, 
CONTINGENT 
LIABILITIES AND 
CONTINGENT ASSETS

SCOPE 

IAS 37 excludes 
obligations and 
contingencies arising from:

 financial 
instruments 
carried at fair 
value (but IAS 37
does apply to 

financial 
instruments 
carried at 
amortized cost) 

 non-onerous 
executory 
contracts 

 insurance 
company policy 
liabilities (but IAS
37 does apply to 
non-policy-
related liabilities 
of an insurance 
company) 

 Items covered by
another IAS. For 
example, IAS 
11, applies to 
obligations 
arising under 
such contracts; 
IAS 12, applies 
to obligations for
current or 
deferred income 
taxes; IAS 17, 
applies to lease 
obligations; and 
IAS 19, applies 
to pension and 
other employee 
benefit 
obligations. 

KEY DEFINITIONS

Provision: A liability of 
uncertain timing or 
amount. 

Liability: 

 Present 
obligation as a 
result of past 
events 

 Settlement is 
expected to 
result in an 
outflow of 
resources 
(payment) 

Contingent liability: 

 a possible 
obligation 
depending on 
whether some 
uncertain future 
event occurs, or 

 a present 
obligation but 
payment is not 
probable or the 
amount cannot 
be measured 
reliably 

Contingent asset: 

 a possible asset 
that arises from 
past events, and 

 Whose existence
will be confirmed
only by the 
occurrence or 
non-occurrence 
of one or more 
uncertain future 
events not 
wholly within the
control of the 
enterprise? 

RECOGNITION OF A 
PROVISION 

An enterprise must 
recognize a provision if, 
and only if: 

 a present 
obligation (legal 
or constructive) 
has arisen as a 
result of a past 
event (the 
obligating 
event), 

 payment is 
probable ('more 
likely than not'), 
and 

 The amount can 
be estimated 
reliably. 
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An obligating event is an 
event that creates a legal 
or constructive obligation 
and, therefore, results in 
an enterprise having no 
realistic alternative but to 
settle the obligation. 

A constructive obligation 
arises if past practice 
creates a valid expectation
on the part of a third 
party, for example, a retail
store that has a long-
standing policy of allowing 
customers to return 
merchandise within, say, a
30-day period. 

A possible obligation (a 
contingent liability) is 
disclosed but not accrued. 
However, disclosure is not 
required if payment is 
remote. 

In rare cases, for example 
in a lawsuit, it may not be 
clear whether an 
enterprise has a present 
obligation. In those cases, 
a past event is deemed to 
give rise to a present 
obligation if, taking 
account of all available 
evidence, it is more likely 
than not that a present 
obligation exists at the 
balance sheet date. A 
provision should be 
recognized for that 
present obligation if the 
other recognition criteria 
described above are met. 
If it is more likely than not 
that no present obligation 
exists, the enterprise 
should disclose a 
contingent liability, unless 
the possibility of an 
outflow of resources is 
remote. 

MEASUREMENT OF 
PROVISIONS 

The amount recognized as 
a provision should be the 
best estimate of the 
expenditure required to 
settle the present 
obligation at the balance 
sheet date, that is, the 
amount that an enterprise 
would rationally pay to 
settle the obligation at the 
balance sheet date or to 
transfer it to a third party. 
This means: 

 Provisions for 
one-off events 
(restructuring, 
environmental 
clean-up, 
settlement of a 
lawsuit) are 
measured at the 
most likely 
amount. 

 Provisions for 
large populations
of events 
(warranties, 
customer 
refunds) are 
measured at a 
probability-
weighted 
expected value. 

 Both 
measurements 
are at 
discounted 
present value 
using a pre-tax 
discount rate 
that reflects the 
current market 
assessments of 
the time value of
money and the 
risks specific to 
the liability. 

In reaching its best 
estimate, the enterprise 
should take into account 
the risks and uncertainties
that surround the 

underlying events. 
Expected cash outflows 
should be discounted to 
their present values, 
where the effect of the 
time value of money is 
material. 

If some or all of the 
expenditure required to 
settle a provision is 
expected to be reimbursed
by another party, the 
reimbursement should be 
recognized as a reduction 
of the required provision 
when, and only when, it is 
virtually certain that 
reimbursement will be 
received if the enterprise 
settles the obligation. The 
amount recognized should 
not exceed the amount of 
the provision. 

In measuring a provision 
consider future events as 
follows: 

 forecast 
reasonable 
changes in 
applying existing
technology 

 ignore possible 
gains on sale of 
assets 

 consider 
changes in 
legislation only if
virtually certain 
to be enacted 

RE-MEASUREMENT OF 
PROVISIONS

 Review and 
adjust provisions
at each balance 
sheet date 

 If outflow no 
longer probable, 
reverse the 
provision to 
income. 
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RESTRUCTURINGS 

A restructuring is: 

 Sale or 
termination of a 
line of business 

 Closure of 
business 
locations 

 Changes in 
management 
structure 

 Fundamental re-
organization of 
company 

WHAT IS THE DEBIT 
ENTRY? 

When a provision (liability)
is recognized, the debit 
entry for a provision is not 
always an expense. 
Sometimes the provision 
may form part of the cost 
of the asset. Examples: 
obligation for 
environmental cleanup 
when a new mine is 
opened or an offshore oil 
rig is installed. 

USE OF PROVISIONS 

Provisions should only be 
used for the purpose for 
which they were originally 
recognized. They should 
be reviewed at each 
balance sheet date and 
adjusted to reflect the 
current best estimate. If it 
is no longer probable that 
an outflow of resources 
will be required to settle 
the obligation, the 
provision should be 
reversed. 

CONTINGENT 
LIABILITIES 

Since there is common 
ground as regards 

liabilities that are 
uncertain, IAS 37 also 
deals with contingencies. 
It requires that enterprises
should not recognize 
contingent liabilities - but 
should disclose them, 
unless the possibility of an 
outflow of economic 
resources is remote. 

CONTINGENT ASSETS 

Contingent assets should 
not be recognized - but 
should be disclosed where 
an inflow of economic 
benefits is probable. When
the realization of income is
virtually certain, then the 
related asset is not a 
contingent asset and its 
recognition is appropriate. 

DISCLOSURES 

Reconciliation for each 
class of provision:  

 Opening balance
 Additions 
 Used (amounts 

charged against 
the provision) 

 Released 
(reversed) 

 Unwinding of the
discount 

 Closing balance 

A prior year reconciliation 
is not required. 

For each class of provision,
a brief description of: 

 Nature 
 Timing 
 Uncertainties 
 Assumptions 

Reimbursement

IAS 38 INTANGIBLE 
ASSETS

SCOPE 

IAS 38 applies to all 
intangible assets other 
than: 

 financial assets 

 mineral rights 
and exploration 
and 
development 
costs incurred by
mining and oil 
and gas 
companies 

 intangible assets
arising from 
insurance 
contracts issued 
by insurance 
companies 

 intangible assets
covered by 
another IAS, 
such as 
intangibles held 
for sale, deferred
tax assets, lease 
assets, assets 
arising from 
employee 
benefits, and 
goodwill. 
Goodwill is 
covered by IFRS
3. 

RECOGNITION 

Recognition criteria. IAS 38
requires an enterprise to 
recognize an intangible 
asset, whether purchased 
or self-created (at cost) if, 
and only if: 

 it is probable 
that the future 
economic 
benefits that are 
attributable to 
the asset will 
flow to the 
enterprise; and 
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 The cost of the 
asset can be 
measured 
reliably. 

This requirement applies 
whether an intangible 
asset is acquired 
externally or generated 
internally. IAS 38 includes 
additional recognition 
criteria for internally 
generated intangible 
assets (see below). 

The probability of future 
economic benefits must be
based on reasonable and 
supportable assumptions 
about conditions that will 
exist over the life of the 
asset. The probability 
recognition criterion is 
always considered to be 
satisfied for intangible 
assets that are acquired 
separately or in a business
combination. 

If recognition criteria not 
met. If an intangible item 
does not meet both the 
definition of and the 
criteria for recognition as 
an intangible asset, IAS 38
requires the expenditure 
on this item to be 
recognized as an expense 
when it is incurred. 

Business combinations. 
There is a rebuttable 
presumption that the fair 
value (and therefore the 
cost) of an intangible asset
acquired in a business 
combination can be 
measured reliably. An 
expenditure (included in 
the cost of acquisition) on 
an intangible item that 
does not meet both the 
definition of and 
recognition criteria for an 

intangible asset should 
form part of the amount 
attributed to the goodwill 
recognized at the 
acquisition date. IAS 38 
notes, however, that non-
recognition due to 
measurement reliability 
should be rare: 

The only circumstances in 
which it might not be 
possible to measure 
reliably the fair value of an
intangible asset acquired 
in a business combination 
are when the intangible 
asset arises from legal or 
other contractual rights 
and either: 

 (a) is not separable; 
or 

 (b) is separable, but
there is no history 
or evidence of 
exchange 
transactions for the 
same or similar 
assets, and 
otherwise 
estimating fair value
would be dependent
on immeasurable 
variables. 

Reinstatement. The 
Standard also prohibits an 
enterprise from 
subsequently reinstating 
as an intangible asset, at a
later date, an expenditure 
that was originally charged
to expense. 

INITIAL RECOGNITION: 
RESEARCH AND 
DEVELOPMENT COSTS 

 Charge all 
research cost to 
expense.

 Development 
costs are 
capitalized only 

after technical 
and commercial 
feasibility of the 
asset for sale or 
use have been 
established. This 
means that the 
enterprise must 
intend and be 
able to complete 
the intangible 
asset and either 
use it or sell it 
and be able to 
demonstrate 
how the asset 
will generate 
future economic 
benefits.

INITIAL RECOGNITION: 
IN-PROCESS RESEARCH 
AND DEVELOPMENT 
ACQUIRED IN A 
BUSINESS 
COMBINATION 

A research and 
development project 
acquired in a business 
combination is recognized 
as an asset at cost, even if
a component is research. 
Subsequent expenditure 
on that project is 
accounted for as any other
research and development
cost (expensed except to 
the extent that the 
expenditure satisfies the 
criteria in IAS 38 for 
recognizing such 
expenditure as an 
intangible asset). 

INITIAL RECOGNITION: 
INTERNALLY 
GENERATED BRANDS, 
MASTHEADS, TITLES, 
LISTS 

Brands, mastheads, 
publishing titles, customer 
lists and items similar in 
substance that are 
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internally generated 
should not be recognized 
as assets.

INITIAL RECOGNITION: 
COMPUTER SOFTWARE 

 Purchased: 
capitalize 

 Operating 
system for 
hardware: 
include in 
hardware cost 

 Internally 
developed 
(whether for use 
or sale): charge 
to expense until 
technological 
feasibility, 
probable future 
benefits, intent 
and ability to use
or sell the 
software, 
resources to 
complete the 
software, and 
ability to 
measure cost. 

 Amortization: 
over useful life, 
based on pattern
of benefits 
(straight-line is 
the default). 

INITIAL MEASUREMENT 

Intangible assets are 
initially measured at cost. 

MEASUREMENT 
SUBSEQUENT TO 
ACQUISITION: COST 
MODEL AND 
REVALUATION MODELS 
ALLOWED 

An entity must choose 
either the cost model or 
the revaluation model for 
each class of intangible 
asset.

Cost model. After initial 
recognition the benchmark
treatment is that 
intangible assets should 
be carried at cost less any 
amortization and 
impairment losses. 

Revaluation model. 
Intangible assets may be 
carried at a revalued 
amount (based on fair 
value) less any 
subsequent amortization 
and impairment losses 
only if fair value can be 
determined by reference 
to an active market. Such 
active markets are 
expected to be uncommon
for intangible assets. 
Examples where they 
might exist: 

 Milk quotas. 
 Stock exchange 

seats. 
 Taxi medallions. 

Under the revaluation 
model, revaluation 
increases are credited 
directly to "revaluation 
surplus" within equity 
except to the extent that it
reverses a revaluation 
decrease previously 
recognized in profit and 
loss. If the revalued 
intangible has a finite life 
and is, therefore, being 
amortized (see below) the 
revalued amount is 
amortized. 

CLASSIFICATION OF 
INTANGIBLE ASSETS 
BASED ON USEFUL LIFE 

Intangible assets are 
classified as:

 Indefinite life: No 
foreseeable limit to 
the period over 
which the asset is 

expected to 
generate net cash 
inflows for the 
entity. 

 Finite life: A 
limited period of 
benefit to the entity.

MEASUREMENT 
SUBSEQUENT TO 
ACQUISITION: 
INTANGIBLE ASSETS 
WITH FINITE LIVES 

The cost less residual 
value of an intangible 
asset with a finite useful 
life should be amortized 
over that life: 

 The amortization
method should 
reflect the 
pattern of 
benefits. 

 If the pattern 
cannot be 
determined 
reliably, amortize
by the straight-
line method. 

 The amortization
charge is 
recognized in 
profit or loss 
unless another 
IFRS requires 
that it be 
included in the 
cost of another 
asset. 

 The amortization
period should be 
reviewed at least
annually. 

The asset should also be 
assessed for impairment in
accordance with IAS 36. 

MEASUREMENT 
SUBSEQUENT TO 
ACQUISITION: 
INTANGIBLE ASSETS 
WITH INDEFINITE LIVES 
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An intangible asset with an
indefinite useful life should
not be amortized. 

Its useful life should be 
reviewed each reporting 
period to determine 
whether events and 
circumstances continue to 
support an indefinite 
useful life assessment for 
that asset. If they do not, 
the change in the useful 
life assessment from 
indefinite to finite should 
be accounted for as a 
change in an accounting 
estimate. 

The asset should also be 
assessed for impairment in
accordance with IAS 36.

SUBSEQUENT 
EXPENDITURE 

Subsequent expenditure 
on an intangible asset 
after its purchase or 
completion should be 
recognized as an expense 
when it is incurred, unless 
it is probable that this 
expenditure will enable 
the asset to generate 
future economic benefits 
in excess of its originally 
assessed standard of 
performance and the 
expenditure can be 
measured and attributed 
to the asset reliably. 

IAS 40 INVESTMENT 
PROPERTY

DEFINITION OF 
INVESTMENT PROPERTY

Investment property is 
property (land or a 
building or part of a 
building or both) held (by 
the owner or by the lessee
under a finance lease) to 

earn rentals or for capital 
appreciation or both. 

Examples of investment 
property: 

1. Land held for long-
term capital 
appreciation 

2. Land held for 
undecided future 
use 

3. Building leased out 
under an operating 
lease 

4. Vacant building held
to be leased out 
under an operating 
lease 

The following are not 
investment property and, 
therefore, are outside the 
scope of IAS 40: 

 property held for
use in the 
production or 
supply of goods 
or services or for
administrative 
purposes; 

 property held for
sale in the 
ordinary course 
of business or in 
the process of 
construction of 
development for 
such sale (IAS 2 
Inventories); 

 property being 
constructed or 
developed on 
behalf of third 
parties (IAS 11 
Construction 
Contracts); 

 owner-occupied 
property (IAS 16 
Property, Plant 
and Equipment), 

including 
property held for
future use as 
owner-occupied 
property, 
property held for
future 
development 
and subsequent 
use as owner-
occupied 
property, 
property 
occupied by 
employees and 
owner-occupied 
property 
awaiting 
disposal; 

 Property that is 
being 
constructed of 
developed for 
use as an 
investment 
property (IAS 16 
applies to such 
property until 
construction or 
development is 
complete). 
However, IAS 40 
does apply to 
existing 
investment 
property that is 
being 
redeveloped for 
continuing use 
as investment 
property; and 

 Property leased 
to another entity
under a finance 
lease. 

OTHER CLASSIFICATION
ISSUES 

Property held under an 
operating lease. A 
property interest that is 
held by a lessee under an 

https://allthingsacca.wordpress.com/


All Things ACCA - Helping ACCA students pass their exams 

operating lease may be 
classified and accounted 
for as investment property
provided that: 

 the rest of the 
definition of 
investment 
property is met; 

 the operating 
lease is 
accounted for as 
if it were a 
finance lease in 
accordance with 
IAS 17 Leases; 
and 

 The lessee uses 
the fair value 
model set out in 
this Standard for 
the asset 
recognized. 

An entity may make the 
foregoing classification on 
a property-by-property 
basis. 

Partial own use. If the 
owner uses part of the 
property for its own use, 
and part to earn rentals or 
for capital appreciation, 
and the portions can be 
sold or leased out 
separately, they are 
accounted for separately. 
Therefore the part that is 
rented out is investment 
property. If the portions 
cannot be sold or leased 
out separately, the 
property is investment 
property only if the owner-
occupied portion is 
insignificant. 

Ancillary services. If the 
enterprise provides 
ancillary services to the 
occupants of a property 
held by the enterprise, the
appropriateness of 

classification as 
investment property is 
determined by the 
significance of the services
provided. If those services 
are a relatively 
insignificant component of 
the arrangement as a 
whole (for instance, the 
building owner supplies 
security and maintenance 
services to the lessees), 
then the enterprise may 
treat the property as 
investment property. 
Where the services 
provided are more 
significant (such as in the 
case of an owner-managed
hotel), the property should
be classified as owner-
occupied.

Intra-company rentals. 
Property rented to a 
parent, subsidiary, or 
fellow subsidiary is not 
investment property in 
consolidated financial 
statements that include 
both the lessor and the 
lessee, because the 
property is owner-
occupied from the 
perspective of the group. 
However, such property 
could qualify as 
investment property in the
separate financial 
statements of the lessor, if
the definition of 
investment property is 
otherwise met. 

RECOGNITION 

Investment property 
should be recognized as 
an asset when it is 
probable that the future 
economic benefits that are
associated with the 
property will flow to the 
enterprise, and the cost of 

the property can be 
reliably measured.

INITIAL MEASUREMENT 

Investment property is 
initially measured at cost, 
including transaction 
costs. Such cost should not
include start-up costs, 
abnormal waste, or initial 
operating losses incurred 
before the investment 
property achieves the 
planned level of 
occupancy.

MEASUREMENT 
SUBSEQUENT TO 
INITIAL RECOGNITION 

IAS 40 permits enterprises 
to choose between: 

 a fair value 
model; and 

 A cost model. 

One method must be 
adopted for all of an 
entity's investment 
property. Change is 
permitted only if this 
results in a more 
appropriate presentation. 
IAS 40 notes that this is 
highly unlikely for a 
change from a fair value 
model to a cost model. 

FAIR VALUE MODEL 

Investment property is re-
measured at fair value, 
which is the amount for 
which the property could 
be exchanged between 
knowledgeable, willing 
parties in an arm's length 
transaction. Gains or 
losses arising from 
changes in the fair value 
of investment property 
must be included in net 
profit or loss for the period
in which it arises.
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Fair value should reflect 
the actual market state 
and circumstances as of 
the balance sheet date. 
The best evidence of fair 
value is normally given by 
current prices on an active
market for similar property
in the same location and 
condition and subject to 
similar lease and other 
contracts. In the absence 
of such information, the 
entity may consider 
current prices for 
properties of a different 
nature or subject to 
different conditions, recent
prices on less active 
markets with adjustments 
to reflect changes in 
economic conditions, and 
discounted cash flow 
projections based on 
reliable estimates of future
cash flows. 

There is a rebuttable 
presumption that the 
enterprise will be able to 
determine the fair value of
an investment property 
reliably on a continuing 
basis. However, if, in 
exceptional 
circumstances, an entity 
follows the fair value 
model but at acquisition 
concludes that a 
property's fair value is not 
expected to be reliably 
measurable on a 
continuing basis, the 
property is accounted for 
in accordance with the 
benchmark treatment 
under IAS 16, Property, 
Plant and Equipment (cost 
less accumulated 
depreciation less 
accumulated impairment 
losses). 

Where a property has 
previously been measured 
at fair value, it should 
continue to be measured 
at fair value until disposal, 
even if comparable market
transactions become less 
frequent or market prices 
become less readily 
available. 

COST MODEL 

After initial recognition, 
investment property is 
accounted for in 
accordance with the cost 
model as set out in IAS 
16, Property, Plant and 
Equipment – cost less 
accumulated depreciation 
and less accumulated 
impairment losses. 

TRANSFERS TO OR 
FROM INVESTMENT 
PROPERTY 
CLASSIFICATION 

Only permits assets to be 
reclassified into or out of 
the investment property 
category when there is a 
change in use and 
provides examples. In 
isolation, a change in 
management’s intention 
does not provide evidence 
of a change in use. 
Transfers to or from 
investment property can 
be made only when there 
has been a change in the 
use of the property.

DISPOSAL 

An investment property 
should be de-recognized 
on disposal or when the 
investment property is 
permanently withdrawn 
from use and no future 
economic benefits are 
expected from its disposal.
The gain or loss on 

disposal should be 
calculated as the 
difference between the net
disposal proceeds and the 
carrying amount of the 
asset and should be 
recognized as income or 
expense in the income 
statement. Compensation 
from third parties is 
recognized when it 
becomes receivable. 

IAS 41 AGRICULTURE

SCOPE

Biological assets, 
agricultural produce at the
point of harvest and 
government grants related
to biological assets are 
within the scope of this 
standard. However, the 
following are not within 
the scope of this standard:

 Land related to 
agricultural activity 
– covered by IAS 16 
and IAS 40 and 
Intangible assets 
related to 
agricultural activity 
– covered by IAS 38

 Bearer plants 
related to 
agricultural activity 
and Government 
grants related to 
bearer plants.

GOVERNMENT GRANTS

 An unconditional 
government grant 
related to a 
biological asset 
measured at fair 
value less estimated
point of-sale costs is
recognized as 
income when, and 
only when, the 
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government grant 
becomes available.

 A conditional 
government grant, 
including where a 
government grant 
requires an entity 
not to engage in 
specified 
agricultural activity, 
is recognized as 
income when and 
only when, the 
conditions of the 
grant are met.

RECOGNITION 

Biological assets or 
agricultural produce are 
recognized when an entity 
controls the asset as a
result of a past event; 
probable that future 
economic benefit will flow 
to the entity and fair value
or cost of the asset can be 
measurement reliably.

MEASUREMENT

BIOLOGICAL ASSET

Initially:

 At fair value less 
estimated point-of-
sale costs (except 
where fair value 
cannot be estimated
reliably)

 If no reliable 
measurement of fair
value, biological 
assets are stated at 
cost.

Subsequently:

 At fair value less 
estimated point-of-
sale costs (except 
where fair value 
cannot be estimated
reliably)

 If no reliable 
measurement of fair
value, biological 
assets are stated at 
cost less 
accumulated 
depreciation and 
accumulated 
impairment losses.

AGRICULTURAL 
PRODUCE

 Produce harvested 
from biological 
assets is measured 
at fair value less 
costs to sell at the 
point of harvest

 Such measurement 
is the cost at the 
date when applying 
IAS 2 Inventory or 
another applicable 
IFRS.

Fair value gains and losses

BIOLOGICAL ASSET

 The gain or loss on 
initial recognition is 
included in profit or 
loss in the period in 
which it arises

 Subsequent change 
in fair value is 
included in profit or 
loss in the period it 
arises.

AGRICULTURAL 
PRODUCE

The gain or loss on initial 
recognition is included in 
profit or loss in the period 
in which it arises.

Inability to measure fair 
value

 Once the fair value 
of the biological 
asset becomes 
reliably measurable,

the fair value must 
be used to measure 
the biological asset

 Once a non-current 
biological asset 
meets the criteria to
be defined as held 
for sale (or as part 
of a disposal group 
classified as held for
sale) then it is 
presumed fair value 
can be measured 
reliably.

IFRS 1 FIRST TIME 
ADOPTION OF 
INTERNATIONAL 
FINANCIAL REPORTING 
STANDARDS

The objective of this 
standard is to ensure that 
quality information is 
presented to shareholders 
and stakeholders and give 
financial information 
meaning. It is generally 
deemed that this must be 
a suitable starting point on
which to base financial 
information, and the 
benefits of implementing 
this standard must 
outweigh the costs. The 
standard requires full 
disclosures that highlight 
how the transition from 
GAAP affected the 
company’s performance, 
financial position and 
statement of cash flows. 

The three main takeaways 
from this standard are as 
follows:

 Prepare current 
year financials using
IFRS;

 Restate 
comparatives to 
enhance 
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comparability and 
transparency;

 Reconcile the 
current year profit 
under IFRS to the 
profit that would 
have been reported 
under the previous 
GAAP making the 
relevant 
adjustments.

The standard is applied 
when prior year financial 
statements are not in 
accordance, i.e. were 
certain national policies or 
GAAP are used to present 
financial information. It is 
not mandatory to use IFRS
in most countries but it is 
now adopted in most 
countries. If a company 
used IFRS but did not have
an explicit statement for 
IFRS compliance, or 
applied IFRS in certain 
account balances only, or 
IFRS financials were used 
for internal use only and 
never published, or used 
GAAP and made a 
reconciliation in 
accordance to IFRS, then 
this standard is applicable.

It however does not apply 
if a company previously 
used IFRS, or its prior 
financial statements had 
an explicit or unreserved 
statement of IFRS 
compliance even if its 
auditors issued an 
unqualified opinion. It also 
does not apply to changes 
in accounting policies. 
Issues of this nature will 
be dealt with in 
accordance to Ias 8.  

An entity shall prepare and
present an opening IFRS 
statement at the date of 
transition and an entity 

shall recognize all assets 
and liabilities in 
accordance to IFRS whose 
recognition is required by 
IFRSs and not recognize if 
IFRSs do not permit such. 
Reclassification of items 
that were recognized as 
assets, liabilities and 
equity under previous 
GAAP but a different 
component under IFRS. 
IFRS must be applied to all
recognized assets and 
liabilities. Adjustment as a 
result of transition should 
be recognized in retained 
earnings or another 
component of equity if 
appropriate.

It does, however, allow a 
first-time adopter to elect 
to use one or more 
exemptions from the 
general measurement and 
restatement principles, as 
follows:

 An entity may keep 
the original GAAP 
accounting for 
business 
combinations that 
occurred before or 
prior to the date of 
opening balance 
sheet date.

 For assets 
(property, plant and
equipment; 
intangible assets; 
and investment 
property) measured 
at fair value or 
revalued under 
previous GAAP, fair 
value becomes the 
'deemed cost' under
the IFRS cost model.
Deemed cost is an 
amount used as a 
surrogate for cost or

depreciated cost at 
a given date.

 An entity may elect 
to recognize all 
cumulative actuarial
gains and losses for 
all defined 
employee benefit 
plans at the opening
IFRS balance sheet 
date.

 An entity may elect 
to recognize all 
cumulative 
translation 
differences arising 
on the translation of
the financial 
statements of 
foreign entities in 
accumulated profits 
or losses at the 
opening IFRS 
balance sheet date. 
This effectively 
means resetting the
translation reserve 
included in equity 
under previous 
GAAP to zero.

There are also mandatory 
exceptions to the general 
restatement and 
measurement principles:

 A first-time adopter 
is not permitted to 
recognize financial 
assets or financial 
liabilities that had 
been derecognized 
under its previous 
GAAP in a financial 
year beginning 
before 1 January 
2001. However, a 
first-time adopter 
should recognize all 
derivatives and 
other interests 
retained after de-
recognition and still 
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existing, and 
consolidate all 
special-purpose 
entities (SPEs) that 
it controls at the 
date of transition to 
IFRS.

 The conditions in 
IAS 39 for a hedging
relationship that 
qualifies for hedge 
accounting are 
applied at the 
opening IFRS 
balance sheet date, 
not retrospectively. 
The hedge 
accounting 
practices that were 
used in periods prior
to the opening IFRS 
balance sheet may 
not be 
retrospectively 
changed. An entity's
estimates under 
IFRS at the date of 
transition to IFRS 
should be consistent
with estimates 
made for the same 
date under its 
previous GAAP, 
unless there is 
objective evidence 
that those estimates
were wrong. Any 
information an 
entity receives after
the date of 
transition to IFRS 
about estimates it 
made under 
previous GAAP 
should be treated 
by it as a 'non-
adjusting' event 
after the balance 
sheet date.

IFRS 2 SHARE BASED 
PAYMENTS

SCOPE

This standard specifies the
financial reporting 
requirements when an 
entity does a share-based 
transaction. The entity 
must reflect the effects of 
share-based payments in 
the profit or loss and 
statement of financial 
position including 
expenses even when 
granted to employees. The
standard will apply even if 
an entity cannot identify 
all or some of the goods or
services received whether 
equity settled, cash settled
or when the entity 
receives goods or services 
and has a choice of 
whether they are settled in
cash or equity. IFRS does 
not apply if a transaction 
is with an employee in his 
capacity as a holder of an 
equity instrument. It 
applies when an entity 
receives goods or services,
inventory, property plant 
and equipment, intangible 
and non-financial assets. It
does not apply to joint 
ventures or business 
combinations unless given 
to the employees of the 
parent or subsidiary. 

RECOGNITION OF A 
SHARE-BASED 
PAYMENT

A share based payment 
transaction is recognized 
when goods and services 
are received by the entity. 
In an equity settled 
transaction, it represents 
an increase in equity in 
the balance sheet 
recorded under other 
components of equity 
whereas in a cash settled 
transaction, it represents 

an increase in liabilities. If 
the transaction does not 
qualify to be recognized as
an asset, it should be 
recorded as an expense. 

EQUITY SETTLED

In an equity settled share-
based payment, equity will
be measured at fair value 
of goods, and if not 
applicable at fair value of 
equity instrument granted 
at grant date. Market 
values will be used to 
assess the fair value and if
it cannot be reliably 
estimated, other valuation 
techniques can be 
adopted. 

If identifiable consideration
is less than the fair value 
of equity instrument, a 
liability will be incurred. 
The assumption is that 
goods or services or other 
identifiable consideration 
will be received in the 
future as part of the 
consideration already 
received.

Fair value of share-based 
payment less fair value of 
identifiable goods or 
services is equals to fair 
value of unidentifiable 
goods or services at grant 
date. 

If the share-based 
payment vests 
immediately, it generally 
means services rendered 
as consideration have 
been received in full hence
recognize in full at grant 
date. If the services have 
not been received, the 
liability will be recorded 
over the time in which the 
services are rendered. 
When estimating fair 
value, non-vesting 
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conditions must be 
considered. 

CASH SETTLED

A liability will be re-
measured at each period 
of resettlement at fair 
value, with changes in fair 
value recognized in the 
profit or loss. 

When the counterparty 
has a choice, a compound 
financial instrument arises 
with both an equity and 
debt instrument. The fair 
value of equity plus the 
fair value of debt equals 
the fair value of the 
compound financial 
instrument. 

DEFERRED TAX 

In some jurisdictions, a tax
allowance is often 
available for share-based 
transactions. It is unlikely 
that the amount of tax 
deducted will equal the 
amount charged to profit 
or loss under IFRS 2. 
Often, the tax deduction is
based on the option’s 
intrinsic value, which is the
difference between the fair
value and exercise price of
the share. A deferred tax 
asset will therefore arise 
which represents the 
difference between a tax 
base of the employee’s 
services received to date 
and the carrying amount, 
which will effectively 
normally be zero. A 
deferred tax asset will be 
recognized if the company 
has sufficient future 
taxable profits against 
which it can be offset.

For cash settled share-
based payment 
transactions, the standard 

requires the estimated tax 
deduction to be based on 
the current share price. As
a result, all tax benefits 
received (or expected to 
be received) are 
recognized in the profit or 
loss.

DISCLOSURES

IFRS 2 requires extensive 
disclosures under three 
main headings:

 Information that 
enables users of 
financial statements
to understand the 
nature and extent of
the share-based 
payment 
transactions that 
existed during the 
period.

 Information that 
allows users of 
financial statements
to understand how 
the fair value of the 
goods or services 
received, or the fair 
value of the equity 
instruments which 
have been granted 
during the period, 
was determined.

 Information that 
allows users of 
financial statements
to understand the 
effect of expenses, 
which have arisen 
from share-based 
payment 
transactions, on the 
entity’s profit or loss
in the period.

IFRS 3 BUSINESS 
COMBINATIONS

The objective of this 
standard is to improve 
relevance, reliability and 
comparability after a 
business combination and 
establishing how the 
acquirer recognizes and 
measures acquired 
identifiable assets, 
assumed liabilities, non-
controlling interest, 
goodwill and other related 
disclosures.

SCOPE

It applies to business 
combinations not any of 
the following:

 Joint arrangements
 Acquisition of an 

asset not a business
 Acquisition by an 

investment by an 
investment entity 
that is recognized at
fair value through 
profit and loss

ACQUISITION METHOD

This method requires 
identifying the acquirer, 
determining the 
acquisition date, 
recognizing and measuring
assets acquired, liabilities 
assumed and non-
controlling interest. 
Identifying the acquirer 
required the identification 
of the entity that obtains 
control as specified by 
IFRS 10. The acquisition 
date is the date on which 
control is obtained and 
when consideration is 
legally transferred and 
assets acquired. 

RECOGNITION

It must meet the definition
of an asset in accordance 
to framework for 
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preparation of financial 
statements and must be 
part of what the acquirer 
and acquiree exchange as 
part of the business 
combination not a 
separate transaction. 
Recognition of previously 
not recognized assets is 
permitted. Assets and 
liabilities are measured at 
fair value. Non-controlling 
interest is measured at fair
value or present 
ownership in investment’s 
proportionate share in the 
recognized amounts in the
acquiree’s identifiable net 
assets.

Goodwill = Consideration 
+ NCI – Net Assets at 
acquisition. If there is no 
consideration paid, use 
acquisition date fair value 
of acquirer’s interest. In 
the case of a bargain 
purchase, recognize it in 
the profit or loss but first 
reassess whether it was 
correctly identified all 
assets and assumed 
liabilities. Consideration is 
measured at fair value. 
Consideration includes 
cash, assets, business or 
subsidiary of acquirer, 
contingent consideration, 
equity instruments in the 
form of ordinary or 
preference shares, 
options, warrants and 
member interests of 
mutual benefits.

STEP ACQUISITION

Sometimes the acquirer 
obtains control in an 
acquiree where it 
previously held an equity 
interest immediately 
before acquisition date. In 
that case, re-measure 
previously held equity 

interest at fair value at 
acquisition and recognize 
gain or loss in the profit or 
loss. When a party to a 
joint arrangement obtains 
control of a business that 
is a joint operation and 
had ….. before acquisition 
date, it is a step 
acquisition.

NO TRANSFER OF 
CONSIDERATION 

This circumstance includes
a situation whereby 
acquiree re-purchases a 
substantial number of its 
own shares for an existing 
investor (the acquirer) to 
obtain control. It also 
entails minority veto rights
lapsing that previously 
kept the acquirer from 
controlling an acquiree in 
which the acquirer held 
the majority voting rights. 
The acquirer and acquiree 
might agree to combine 
the business by contract 
only. 

SUBSEQUENT 
MEASUREMENT

Assets and liabilities are 
measured in accordance 
with applicable IFRSs. IFRS
3 includes accounting 
requirements for re-
acquired rights, contingent
liabilities, and contingent 
consideration including 
indemnification assets.

DISCLOSURES

FRS 101 paragraph 8(b) 
states that a qualifying 
entity is exempt from most
of the IFRS 3 disclosure 
requirements in respect of 
business combinations 
during the period or after 
the end of the period 
provided that equivalent 

disclosures are made in 
the consolidated financial 
statements of the group in
which the entity is 
consolidated. The 
following basic disclosures 
are still required:

 The name and a 
description of the 
acquiree;

 The acquisition date
and percentage of 
voting equity 
interests acquired;

 The acquisition date
fair value of 
consideration 
transferred, in total 
and by class;

 Amounts recognized
at acquisition for 
each major class of 
assets and 
liabilities;

 The gain recognized
in a bargain 
purchase;

 The non-controlling 
interest recognized 
at acquisition and 
measurement basis 
applied;

 The revenue and 
profit or loss of the 
combined entity for 
the current period 
as though the 
acquisition date for 
any mid-period 
business 
combination was 
the start of the 
period.

IFRS 5 NON-CURRENT 
ASSETS HELD FOR SALE
AND DISCONTINUED 
OPERATIONS
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The objective of this 
standard is to specify the 
accounting for assets held 
for sale and presentation 
and disclosure of 
discounted operations. 
Assets held for sale are 
recognized at the lower of 
the carrying amount and 
fair value less costs to sell.
Depreciation is ceased 
soon after the asset is 
recognized as held for 
sale. It is then presented 
separately in the 
statement of financial 
position and discounted 
operation presented 
separately in statement in 
statement of 
comprehensive income. 

SCOPE

This standard applies to all
recognized non-current 
assets and all disposal 
groups except, see 
standard. Assets classified 
as non-current assets in 
accordance with IAS 1 will 
not be reclassified as 
current assets until the 
held for sale criteria has 
been met. Non-current 
assets that are acquired 
exclusively with a view to 
resale will not be classified
as held for sale unless 
criteria has been met.  
Classification, 
presentation, 
measurement that applies 
to assets held for 
distribution to owners in 
their capacity as owners.

CLASSIFICATION OF 
NON-CURRENT ASSETS 
OR DISPOSAL GROUPS 
AS HELD FOR SALE OR 
HELD AS DISTRIBUTION 
TO OWNERS 

An asset is classified as 
held for sale if:

 Its carrying amount 
will be recovered 
principally through a
sale transaction 
rather through 
continued use. 

 Asset available for 
immediate sale

 The terms for sale 
are usual and 
customary for such 
assets

 Its highly probable 
that the asset will 
be sold 

 Management are 
committed to plan 
to sale

 There is a market to
sell at a reasonable 
price in relation to 
its fair value

 Completion within 
one year of 
classification

 Asset to asset 
exchange if they 
have a commercial 
substance in 
accordance to IAS 
16

DISCOUNTED 
OPERATION

Depends on whether the 
operation also meets the 
requirements to be 
classified as held for sale. 
It is presented as a single 
amount on the statement 
of comprehensive income 
and then then analysis in 
the notes. Cash flow 
disclosure in notes and 
comparatives are restated.

MEASUREMENT  

Prior to classification as 
held for sale, carrying 
amount of asset is 
measured in accordance 

to applicable IFRS. It is 
classified at the lower of 
carrying and fair value less
costs to sale. The asset is 
tested for impairment at 
classification and 
subsequently and it is not 
depreciated. 

DISCLOSURES

Non-current assets held-
for-sale and assets of 
disposal groups must be 
disclosed separately from 
other assets in the balance
sheet. The liabilities must 
also be disclosed 
separately in the balance 
sheet.

There are several other 
discloses required, 
including a description of 
the non-current assets of a
disposal group, a 
description of the facts 
and circumstances of the 
sale, and the expected 
manner and timing of that 
disposal.

IFRS 5 requires detailed 
disclosure of revenue, 
expenses, pre-tax profit or 
loss, and the related 
income tax expense either
in the notes or on the face 
of the income statement. If
this information is 
presented on the face of 
the income statement, 
then the information 
should be separately 
disclosed from that of 
continuing operations.

As regards the 
presentation in the cash 
flow statement, the net 
cash flows attributable to 
the operating, investing 
and financing activities of 
the discontinued operation
should be separately 
shown on the face of the 
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cash flow statement or 
disclosed in the notes. 
Retrospective 
classification as a 
discontinued operation 
where the criteria are met 
after the balance sheet 
date is prohibited by IFRS 
5.

IFRS 7 FINANCIAL 
INSTRMENTS - 
DISCLOSURES

The objective of this 
standard is for entities to 
provide financial 
instrument disclosures 
which enable users to 
evaluate the significance 
of financial instrument for 
the entity’s financial 
position and performance. 
It also ensures that the 
extent and nature of risks 
arising from financial 
instrument to which the 
entity is exposed during 
the period and at the end 
of the reporting period and
how those risks are 
managed.

SCOPE

 This standard does not 
apply to interests in 
subsidiaries, associates, 
joint ventures. It also does 
not apply employee 
benefits which are within 
the scope of IAS 19. It 
applies to the following 
standard:

 Derivatives linked to
subsidiaries, 
associates and joint 
ventures

 Contracts within the
scope of IFRS 17

 Financial 
instruments, 
contracts and 

obligations under 
share-based 
payments 
transactions to 
which IFRS 2 applies
but which is within 
scope of IFRS 9.

 Equity instrument 
contracts

 Recognized and 
unrecognized 
financial 
instruments

 Contracts to buy 
and sell non-
financial item that 
within the scope of 
IFRS 9.

Recognized financial 
instruments are financial 
assets and financial 
liabilities. Unrecognized 
financial instruments are 
outside the scope of IFRS 9
but within the scope of this
IFRS.

STATEMENT OF 
FINANCIAL POSITION

The carrying amount shall 
be disclosed either in the 
statement of financial 
position or notes. Financial
assets are recognized at 
fair value through profit or 
loss, showing separately 
those designated as such 
upon initial recognition or 
subsequently. Financial 
assets and financial 
liabilities are measured at 
amortized cost. Financial 
assets are measured at 
fair value through other 
comprehensive income, 
showing equity 
investments designated as
such upon initial 
recognition and 
subsequently. 

STATEMENT OF 
COMPREHENSIVE 
INCOME

Items of income, expense, 
gains or losses will be 
disclosed either in the 
statement of 
comprehensive income or 
notes. Net gains or losses 
on financial assets or 
financial liabilities are 
measured at fair value 
through profit or loss 
showing separately those 
designated at initial 
recognition or 
subsequently. Financial 
assets and financial 
liabilities are measured at 
amortized cost. 
Investment in equity 
instruments designated at 
fair value through other 
comprehensive income. 
Financial assets measured 
at fair value through other 
comprehensive income 
showing amount 
recognized in other 
comprehensive income 
and amount derecognized 
and reclassified to profit or
loss.

Total interest revenue and 
expense (calculated from 
effective interest method) 
for financial assets 
measured at amortized 
costs or measured at fair 
value through other 
comprehensive income 
and amount reclassified 
upon de-recognition from 
accumulated other 
comprehensive income to 
profit or loss.

Fee income and expenses 
other than amounts 
included in determining 
effective interest rate. An 
entity shall disclose an 
analysis of the gain or loss 
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recognized in the 
statement of other 
comprehensive income 
arising from the de-
recognition of financial 
assets measured at 
amortized cost, showing 
separately gains/losses 
arising from de-recognition
of those financial assets 
including reasons for 
derecognizing those 
financial assets.

OTHER

The entity shall disclose 
significant accounting 
policies comprising 
measurement basis used 
in preparing financial 
statement. Also, the entity
shall disclose risk 
exposure that an entity 
hedges. The entity shall 
disclose these accounting 
policies in a single note or 
separate section of the 
financial statements. 

QUALITATIVE

For each type of risk 
arising from financial 
instruments, the entity 
shall disclose the 
exposures to risk and how 
they arise, its objectives, 
policies and processes for 
managing any changes in 
exposures and process for 
managing risk. 

QUANTITATIVE 

The entity shall disclose a 
summary quantitative 
data about its exposure 
that risk at the end of the 
reporting period based on 
information disclosed to 
key management 
personnel. 

LIQUIDITY RISK

An entity must disclose a 
maturity analysis for non-
derivative financial 
liabilities including issued 
financial guarantee 
contracts that shows 
remaining contractual 
maturities. Maturity 
analysis for derivative 
financial liabilities must be
done. The analysis shall 
include the remaining 
contractual maturities for 
those derivative financial 
liabilities for which 
contractual maturities are 
enacted for an 
understanding of the 
timing of the cash flows. A 
description of how it 
manages the liquidity risks
inherent must be 
disclosed. 

CREDIT RISK

The maximum exposure to
risk must be disclosed 
without taking into 
account collateral. 
Collateral held as security 
and other credit 
enhancements. 
Information of financial 
assets that are either past 
due or impaired. Also, 
information about 
collateral and other credit 
enhancements.

MARKET RISK

A sensitivity analysis 
(including methods and 
assumptions used) for 
each type of market risk 
exposed, showing impact 
on profit/loss and equity or
if a sensitivity analysis is 
prepared by an entity, 
showing interdependences
between risk variables and
is used to manage 
financial risks, it can be 

used in place of the above 
sensitivity analysis. 

TRANSFER OF 
FINANCIAL ASSETS

The following must be 
disclosed:

 Information for 
transferred assets 
that are not de-
recognized in their 
entirety.

 Information to 
understand the 
relationship 
between financial 
assets and 
associated liabilities
that are not de-
recognized in their 
entirety.

 Information to 
evaluate the nature 
and risk associated 
with entities 
continuing 
involvement in de-
recognized assets.

FAIR VALUE HIERARCHY

All financial instruments 
measured at fair value 
must be classified into 
these levels:

1. Level 1 quoted 
prices, in active 
markets.

2. Level 2 quoted 
prices are not there,
fair value is based 
on observable 
market data. 

3. Level 3 inputs are 
not based on 
observable inputs.

The following disclosures 
are required:

 Significant transfers 
of financial 
instruments 
between each 
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category and 
reasons why.

 For level 3, a 
reconciliation 
between opening 
and closing 
balances 
incorporating 
gains/losses, 
purchases, sales, 
settlements, 
transfers.

 Amount of 
gains/losses and 
where they are 
included in the 
profit or loss.

 For level 3, if 
changing one or 
more inputs to a 
reasonable possible 
alternative would 
result in a 
significant change in
fair value. 

IFRS 8 OPERATING 
SEGMENTS

Here the core principle is 
that an entity shall 
disclose information to 
enable users of its 
financial statements to 
evaluate the nature and 
financial effects of the 
business activities in which
it engages and the 
economic environments in 
which it operates. 

SCOPE

The standard applies to 
separate or individual 
financial statements of an 
entity whose debt or 
equity instruments are 
traded in public or that file
or in the process of filling 
with a securities 
commission for the 
purpose of issuing any 
class of instruments in the 

public market. It also 
applies to consolidated 
financial statements of a 
group with a parent whose
debt or equity instruments
are traded in public or that
file or in the process of 
filling with a securities 
commission for the 
purpose of issuing any 
class of instruments in the 
public market.  If 
information about 
segments is disclosed but 
IFRS is not applied, it 
should not be referred to 
as a segment for the 
purposes of this IFRS. If 
the financial report 
includes consolidated 
financial statements and 
separate financial 
statements which is in the 
scope of IFRS, segmental 
information is required for 
the consolidated financial 
statements. 

QUANTITATIVE 
THRESHOLD

The following threshold 
must be met:

 The revenue (both 
external and 
intersegment sales) 
reportable is 10% 
more than the 
combined revenue 
of the entity

 The absolute 
amount of 
profit/loss 
reportable is 10% 
more than 
combined profit/loss
of all reportable 
segments.

 The assets 
reportable are 10% 
more than 
combined assets of 
all reportable 
segments.

 Unreportable 
segment shall be 
combined and 
disclosed under 
segments

 If reportable 
segment is 
identified in the 
current period, prior
period segment 
data is restated to 
enhance 
comparability

 If reportable 
segments increase 
to over 10, the 
entity shall consider
whether practical 
limit has been 
reached

AGGREGATION 
CRITERIA

Two segments may be 
aggregated have 
similar economic 
characteristics and one 
similar in nature of 
products , nature of 
production processes, 
type of class of 
customers, distribution 
methods and nature of 
regulatory 
environment.

OPERATING 
SEGMENTS

It is an entity that 
engages in business 
activities from which it 
may earn revenues and
incur expenses (even 
revenues and expenses
relating to transactions 
with other components 
of the same entity). 
Also, the entity on 
where operating results
are regularly reviewed 
by the entity’s chief 
operating decision 
maker to make 
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decisions about 
resources to be 
allocated to the 
segment and assess 
performance and for 
which discrete financial
information is 
available.

REPORTABLE 
SEGMENT

An entity shall report 
separately information 
about each operating 
segment that has been 
identified with IFRS 8 
and also exceeds 
quantitative thresholds.

DISCLOSURES

IFRS 8 provides a 
framework on which to 
base the reported 
disclosures.

1. Entities are required
to provide general 
information on such 
matters as how the 
reportable 
segments are 
identified and the 
types of products or
services from which 
each reportable 
segment derives its 
revenue.

2. Entities are required
to report a measure 
of profit or loss and 
total assets for each
reportable segment.
Both should be 
based on the 
information 
provided to the 
chief operating 
decision maker. If 
the chief operating 
decision maker is 
regularly provided 
with information on 
liabilities for its 

operating segments 
then these liabilities
should also be 
reported on a 
segment basis.

IFRS 8 specifies 
disclosures that are 
needed regarding profit
or loss and assets 
where the amounts are 
included in the 
measure of profit or 
loss and total assets:

 Revenues - internal 
and external.

 Interest revenues 
and interest 
expense. These 
must not be netted 
off unless the 
majority of a 
segment's revenues
are from interest 
and the chief 
operating decision 
maker assesses the 
performance of the 
segment based on 
net interest 
revenue.

 Depreciation and 
amortization.

 Material items of 
income and 
expense disclosed 
separately.

 Share of profit after 
tax of, and carrying 
value of investment 
in, entities 
accounted for under
the equity method.

 Material non-cash 
items other than 
depreciation and 
amortization.

 The amount of 
additions to non-
current assets other

than financial 
instruments, 
deferred tax assets, 
post-employment 
benefit assets and 
rights arising under 
insurance contracts.

The measurement 
basis for each item 
separately reported 
should be the one used
in the information 
provided to the chief 
operating decision 
maker. The internal 
reporting system may 
use more than one 
measure of an 
operating segment's 
profit or loss, or assets 
or liabilities. In such 
circumstances the 
measure used in the 
segment report should 
be the one that 
management believes 
is most consistent with 
those used to measure 
the corresponding 
amounts in the entity's 
financial statements.

Entities are required 
to provide a number 
of reconciliations:

 the total of the 
reportable 
segments' revenues
to the entity's 
revenue

 the total of the 
reportable 
segments' profit or 
loss to the entity's 
profit or loss

 the total of the 
reportable 
segments' assets to 
the entity's assets

 where separately 
identified, the total 
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of the reportable 
segments' liabilities 
to the entity's 
liabilities and

 the total of the 
reportable 
segments' amounts 
for every other 
material item 
disclosed to the 
corresponding 
amount for the 
entity.

ENTITY-WIDE 
DISCLOSURES

Unless otherwise 
provided in the 
segment report IFRS 8 
requires entities to 
provide information 
about its revenue on a 
geographical and 'class
of business' basis. 
Entities also need to 
provide information on 
non-current assets on a
geographical basis, but 
not on a 'class of 
business' basis.

If revenues from single 
external customer 
amount to 10% or more
of the total revenue of 
the entity then the 
entity needs to disclose
that fact plus:

 the total revenue 
from each customer
(although the name 
is not needed) and

 the segment or 
segment reporting 
the revenues.

The 'entity-wide 
disclosures' are needed
even where the entity 
has only a single 
operating segment, 
and therefore does not 

effectively segment 
report.

IFRS 9 FINANCIAL 
INSTRUMENTS

This standard introduces a 
single measurement and 
classification method 
based on the entity’s cash 
flow characteristics and its
business model. Financial 
assets and financial 
liabilities are initially 
recognized when the 
entity becomes party to 
the contractual provisions 
of the instrument. It is 
then initially measured at 
fair value, plus for those 
financial assets and 
financial liabilities not 
classified at fair value 
through profit and loss, 
directly attributable 
transaction costs.

FINANCIAL ASSETS – 
SUBSEQUENT 
CLASSIFICATION AND 
MEASUREMENT

Financial Assets are either 
classified at amortized 
cost, fair value through 
profit and loss or fair value
through other 
comprehensive income.

AMORTIZED COST

For financial assets to be 
measured at amortized 
cost, it must meet the 
following classification 
criteria:

 Business model 
objective, financial 
assets held in order 
to collect 
contractual cash 
flows

 Contractual cash 
flow characteristics, 

solely payments of 
principal and 
interest on the 
principal amount 
outstanding

BUSINESS MODEL 
ASSESSMENT 

This model is based on the
overall business, not 
instrument-by-instrument 
and centres on whether 
financial assets are held to
collect contractual cash 
flows which is how the 
entity is run and the 
objective of the business 
model based on key 
management personnel. 
Financial assets do not 
need to be held to 
contractual maturity in 
order to be deemed to be 
held to collect contractual 
cash flows, but the overall 
approach must be 
consistent with held to 
collect. 

CONTRACTUAL CASH 
FLOW ASSESSMENT

Financial assets with 
contractual cash flows 
which are solely payment 
of principal and interest on
the principal amount 
outstanding. Interest is 
only consideration for time
value and credit risk. 
Unlike the business model 
assessment, the 
contractual cash flow 
assessment is based on an
instrument-by-instrument 
basis. 

Fair value through profit or
loss

For financial assets to be 
measured at fair value 
through profit or loss, it 
must meet the following 
classification criteria:
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 It does not meet the
amortized cost 
classification

 Financial assets 
designated at initial 
recognition. The 
option to designate 
is available if doing 
so eliminates, or 
significantly 
reduces, a 
measurement or 
recognition 
inconsistency (i.e. 
accounting 
mismatch).

The financial asset is 
subsequently measured at
fair value, with all gains or 
losses recorded in the 
profit or loss.

FAIR VALUE THROUGH 
OTHER 
COMPREHENSIVE 
INCOME

For equity instruments, the
designation at initial 
recognition is option and 
irrevocable. It’s only 
available for equity 
instruments not held for 
trading. It is subsequently 
measured at fair value 
with all gains or losses 
recognized in other 
comprehensive income. 
Changes in fair value are 
not subsequently recycled 
to profit or loss. Dividends 
are recognized in profit or 
loss.

For debt instruments to be
measured at fair value 
through other 
comprehensive income, it 
must meet the contractual
cash flow characteristics 
test and the entity holds 
the instrument to collect 
contractual cash flows and
to sell financial assets. It is

subsequently measured st 
fair value with all the gains
or losses relating to 
impairment, which are 
included in profit or loss 
being recognized in other 
comprehensive income. 
Changes in fair value 
recorded in other 
comprehensive income 
and recycled to profit or 
loss upon de-recognition. 

Impairment of financial 
assets

IFRS 9 introduces a new 
impairment model based 
on expected losses, 
(rather than incurred loss 
as per IAS39) which has a 
wider scope of application 
than IAS39. IFRS 9 
requires the same 
expected loss impairment 
model to apply to all of the
following:

 Financial assets 
measured at 
amortized cost;

 Financial assets 
mandatorily 
measured at 
FVTOCI;

 Loan commitments 
when there is a 
present obligation 
to extend credit 
(except where these
are measured at 
FVTPL);

 Financial guarantee 
contracts to which 
IFRS 9 is applied 
(except those 
measured at 
FVTPL);

 Lease receivables 
within the scope of 
IAS17 Leases (or, 
when applied, 
IFRS16 Leases)

 Contract assets 
within the scope of 

IFRS 15 Revenue 
from Contracts with 
Customers.

With the exception of 
purchased or originated 
credit-impaired financial 
assets (which are 
considered separately 
below), expected credit 
losses are required to be 
measured through a loss 
allowance at an amount 
equal to:

 12-month expected 
credit losses 
(expected credit 
losses that result 
from those default 
events on the 
financial instrument 
that are possible 
within 12 months 
after the reporting 
date);

 Lifetime expected 
credit losses 
(expected credit 
losses that result 
from all possible 
default events over 
the life of the 
financial 
instrument).

A loss allowance for life 
time expected credit 
losses is required for a 
financial instrument if the 
credit risk on that financial
instrument has increased 
significantly since initial 
recognition. It is also 
required for contract 
assets or trade receivables
that are not, according to 
IFRS 15, considered to 
contain a significant 
financing component. 
Additionally, entities can 
elect an accounting policy 
of recognizing lifetime 
expected credit losses for 
all contract assets and /or 
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all trade receivables, 
including those that 
contain a significant 
financing component. The 
same election is also 
separately permitted for 
lease receivables. For all 
other financial 
instruments, expected 
credit losses are measured
at an amount equal to the 
12-month expected credit 
losses.

FINANCIAL LIABILITIES

Financial liabilities are 
classified at either 
amortized cost or at fair 
value through profit or 
loss. Special guidance 
exists for financial 
guarantee contracts, 
commitments to provide 
loan at a below market 
interest rate and financial 
liabilities that arise when 
the transfer of a financial 
asset either does not 
qualify for de-recognition 
or where there is 
continuing involvement.

AMORTIZED COST

Category classification 
criteria – All financial 
liabilities except those that
meet the criteria of fair 
value through profit or 
loss, financial guarantee 
contracts and 
commitments to provide 

loan at below market 
interest rate.

It is subsequently 
measured at amortized 
cost using the effective 
interest method.

Fair value through profit or
loss

Category classification 
criteria:

 Financial liabilities 
held for trading

 Derivative financial 
instruments

 Financial liabilities 
designated at initial 
recognition. The 
option to designate 
is available if doing 
so eliminates or 
significantly 
reduces, a 
measurement or 
recognition 
inconsistency (i.e. 
accounting 
mismatch) or if a 
group of financial 
liabilities is 
managed and 
evaluated on a fair 
value basis in 
accordance with a 
documented risk 
management or 
investment 
strategy, and 
information about 
the group is 

provided internally 
by key management
personnel.

It is subsequently 
measured at fair value 
with all gains or losses 
being recognized in profit 
or loss.

DE-RECOGNITION

(https://ifrscommunity.com/knowledge-base/ifrs-9-derecognition-of-financial-assets-and-
financial-liabilities/, 2019)

https://ifrscommunity.com/knowledge-base/ifrs-9-derecognition-of-financial-assets-and-financial-liabilities/
https://ifrscommunity.com/knowledge-base/ifrs-9-derecognition-of-financial-assets-and-financial-liabilities/
https://allthingsacca.wordpress.com/


All Things ACCA - Helping ACCA students pass their exams 

https://allthingsacca.wordpress.com/


 A financial liability is
de-recognized only 
when extinguished –
i.e., when the 
obligation specified 
in the contract is 
discharged, 
cancelled or it 
expires

 An exchange 
between an existing
borrower and lender
of debt instruments 
with substantially 
different terms or 
substantial 
modification of the 
terms of an existing 
financial liability of 
part thereof is 
accounted for as an 
extinguishment

 The difference 
between the 
carrying amount of 
a financial liability 
extinguished or 
transferred to a 3rd 
party and the 
consideration paid is
recognized in profit 
or loss.

 If an entity transfers
a financial asset in a
transfer that 
qualifies for de-
recognition in its 
entirety and retains 
the right to service 
the financial asset 
for a fee, it 
recognizes either a 
servicing asset or 
liability for that 
servicing contract.

 If, as a result of a 
transfer, a financial 
asset is 
derecognized, but 
the entity obtains a 
new financial asset 
or assumes a new 

financial liability or 
servicing liability, 
the entity 
recognizes the new 
financial asset, 
financial liability or 
servicing liability at 
fair value

 On de-recognition of
a financial asset, 
the difference 
between the 
carrying amount 
and the sum of (i) 
the consideration 
received and (ii) any
cumulative gain or 
loss that was 
recognized directly 
in equity is 
recognized in profit 
or loss.

IFRS 9 paragraph 3.2.5 – 
where an entity retains the
contractual rights to 
receive the cash flows of a
financial asset, but 
assumes a contractual 
obligation to pay those 
cash flows to one or more 
entities, three conditions 
need to be met before an 
entity can consider the 
additional de-recognition 
criteria:

 The entity has no 
obligation to pay 
amounts to the 
eventual recipients 
unless it collects 
equivalent amounts 
from the original 
asset

 The entity is 
prohibited by the 
terms of the 
transfer contract 
from selling or 
pledging the original
asset other than as 
security to the 
eventual recipients

 The entity has an 
obligation to remit 
any cash flows it 
collects on behalf of 
the eventual 
recipients without 
material delay. The 
entity is not entitled
to reinvest the cash 
flows except for the 
short period 
between collection 
and remittance to 
the eventual 
recipients. Any 
interest earned 
thereon is remitted 
to the eventual 
recipients.

EMBEDDED 
DERIVATIVES

An embedded derivative is
a derivative instrument 
that is combined with a 
non-derivative host 
contract to form a single 
hybrid instrument. Host 
contracts include leases, 
debt or equity instruments
or insurance contracts.

FINANCIAL ASSET HOST
CONTRACT

Where the host contract is 
a financial asset within the
scope of IFRS 9, the 
classification and 
measurement rules of the 
standard are applied to 
the entire hybrid contract.

OTHER HOST 
CONTRACTS

When the host contract is 
not a financial asset within
the scope of IFRS 9, the 
standard requires that the 
embedded derivative is 
separated from the host 
contract if the following 
conditions are met:
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 The economic 
characteristics and 
risks of the 
embedded contract 
are not closely 
related to those of 
the host contracts.

 A separate 
instrument with the 
same terms as the 
embedded 
derivative would 
meet the definition 
of a derivative.

 The hybrid 
instrument is not 
measured at fair 
value through profit 
or loss with changes
in fair value 
recognized in profit 
or loss (a derivative 
embedded in a 
financial liability 
need not to be 
separated out if the 
entity holds the 
combined 
instrument at fair 
value through profit 
or loss).

HEDGING

Hedging for accounting 
purpose means 
designating one or more 
hedging instruments so 
that the changes in fair 
value is an offset in whole 
or in part to the change in 
fair value or cash flows of 
a hedged item.

A hedged item is an asset, 
liability, firm commitment, 
or forecasted future 
transaction that exposes 
the entity to risk to 
changes in fair value or 
changes in future cash 
flows and that is 
designated as being 
hedged.

Model for hedge 
accountant combines the 
following:

 Management view 
that aims to use 
information 
produced internally 
for risk 
management 
purposes

 Accounting view 
that seeks to 
address the risk 
management issue 
of the timing and 
recognition of gains 
and losses

 An objective based 
assessment for 
hedge effectiveness

Eligible hedged items

(i) CASH FLOW HEDGE

Hedge of exposure to cash
flow variability in cash 
attributable to a particular 
risk associated with an 
asset, liability, or highly 
probable forecast 
transaction (or part 
thereof i.e. component).

RECOGNITION

 Hedge effectiveness
is recognized in OCI

 Hedge 
ineffectiveness is 
recognized in profit 
or loss

 The lower of the 
cumulative gain or 
loss on the hedging 
instrument or fair 
value in the hedged 
item is recognized 
separately within 
equity (cash flow 
hedge reserve 
(CFHR)).

 For forecast 
transactions 
resulting in a non-

financial 
asset/liability, the 
amount recognized 
in CFHR is removed 
and included in the 
initial cost of the 
non-financial 
asset/liability. This 
is not accounted for 
as reclassification.

 For all other 
forecast 
transactions, the 
amount recognized 
in CFHR is 
reclassified to profit 
or loss in the 
periods when the 
cash flows are 
expected to affect 
profit or loss

(ii) FAIR VALUE HEDGE

Hedge of exposure to fair 
value variability in an 
asset, liability, or 
unrecognized firm 
commitment (or part 
thereof i.e. component), 
attributable to a risk that 
could affect profit or loss.

RECOGNITION

 Gain or loss on 
hedging instrument:
recognized in profit 
or loss (unless the 
hedging instrument 
is an equity 
instrument 
measured at fair 
value through OCI, 
then recognized in 
OCI).

 Gain or loss on 
hedged item: 
recognized in profit 
or loss (unless the 
hedged item is an 
equity instrument 
measured at fair 
value through OCI, 
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then recognized in 
OCI).

(iii) HEDGES OF A NET 
INVESTMENT IN A 
FOREIGN OPERATION

Hedge of an entity’s 
interest in the net assets 
of a foreign operation.

RECOGNITION

 Hedge effectiveness
is recognized in OCI

 Hedge 
ineffectiveness is 
recognized in profit 
or loss

 Upon disposal of the
foreign operation, 
accumulated 
amounts in equity 
are reclassified to 
profit or loss.

DISCLOSURES SEE IFRS 
7

IFRS 10 CONSOLIDATED
FINANCIAL 
STATEMENTS

This standard establishes 
the principles for the 
presentation and 
preparation of 
consolidated financial 
statements when an entity
controls one or more other
entities. Requires an entity
that controls one or more 
entities (subsidiaries) to 
present consolidated 
financial statements and 
establishes control as a 
basis for consolidation. 

SCOPE

This standard requires the 
parent to present 
consolidated financial 
statements when it 
controls one or more 
entities. It does not deal 

with the accounting 
requirements for business 
combinations and their 
effect on the consolidation 
nor does it deal with the 
requirements for separate 
financial statements.

A parent is exempted from
presenting consolidated 
financial statements if the 
following conditions are 
met:

 Its debt or equity 
instruments are not 
traded in a public 
market

 It does not file, nor 
is in the process of 
filing its financial 
statements with a 
securities 
commission or other
regulation 
commission for the 
purposes of issuing 
any class of equity 
instruments

 Its ultimate or 
intermediate parent 
produces 
consolidated 
financial statements
that are available 
for public use and 
comply with IFRSs in
which subsidiaries 
are consolidated or 
are measured at fair
value through profit 
or loss in 
accordance with 
IFRS 10

 It’s a wholly owned 
subsidiary/ partial 
owned and all its 
other owners do not
object to the parent 
not presenting 
consolidated 
financial statements

IFRS 10 does not apply to 
any post-employment 

benefit plans to which IAS 
19 applies.

THE CONTROL MODEL

An investor determines 
whether it is a parent by 
assessing whether it has 
control over an investee. 
An investor must regularly 
reassess whether it meets 
the control criteria. An 
investor has control if it 
has all of the following:

 Power of the 
investee

 Exposure, or rights 
to variable returns 
from its involvement
with the investee

 The ability to use its
power to affect the 
investor’s returns

Other factors to consider 
include the following:

 Purpose and design 
of the investee

 The relevant 
activities and how 
the relative decision
are made

 Whether the rights 
of the investor give 
it the ability to 
direct the activities 
of the entity. 

 Whether the 
investor has rights, 
or has exposure to 
rights to variable 
returns

 Whether the 
investor has the 
power to affect the 
amount the 
investor’s returns

PURPOSE AND DESIGN

Here you consider the 
following:

 Relevant activities 
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 How decisions about
the relevant 
activities are made

 The party that 
receives returns 
from those activities

If voting rights are 
unrelated to the relevant 
activities, they may not be
a dominating factor in 
determining whether an 
entity has control.

RELEVANT ACTIVITIES

These activities include 
the following:

 Selling and 
purchasing of goods
and services

 Managing financial 
assets

 Selecting, acquiring 
and disposing 
assets

 Researching or 
development of new
products

 Determining a 
funding structure or 
obtaining funding

Decisions on relevant 
activities include:

 Establishing 
operating and 
capital decisions 
and budgets

 Appointing, 
remunerating and 
terminating an 
investee’s key 
management 
personnel

RIGHTS TO DIRECT 
ACTIVITIES

The rights that can give 
the investor power 
include:

 Voting rights or 
potential voting 
rights

 Rights to appoint, 
appoint or reassign 
key management 
personnel

 Right to direct 
investee into key 
transactions for the 
benefit of the 
investor

 Other rights (for 
example decision 
making rights) that 
can give the holder 
the ability to direct 
the relevant 
activities

SPECIAL 
RELATIONSHIPS 
BEYOND PASSIVE 
INTEREST

If there are indicators have
the investor has an 
interest more than a 
passive interest, it will be 
considered in assessing 
the power criteria.

The following will be 
considered:

 If the investee’s key
management 
personnel are 
current or previous 
employees of the 
investor.

 Investee operations 
are dependent on 
the investor

 Significant portion 
of the investee’s 
operations evolve or
are centered or 
dependent on the 
investor

 Investee’s exposure 
or rights to returns 
are 
disproportionately 

greater that the 
voting rights.

SUBSTANTIVE RIGHTS

Only substantive rights are
considered in assessing 
power.

Factors to consider include
the following:

 Whether there are 
barriers that the 
holder from 
exercising (e.g. 
financial penalties)

 Whether there is a 
practical 
mechanism to 
facilitate multiple 
parties exercising 
rights

 Whether the party 
holding the rights 
benefits from the 
exercise of those 
rights

 Whether the rights 
are exercisable 
when the relevant 
decisions need to be
made 

PROTECTIVE RIGHTS

These rights are designed 
to protect the holder of 
those rights not to give the
holder power for example 
operational lending 
covenants. Franchise 
arrangements are 
generally considered as 
protective rights.

VOTING RIGHTS

Power with a majority of 
voting rights occurs where:

 Relevant activities 
are directed by vote

 A majority of 
governing body is 
appointed by vote
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Majority of voting rights 
but no power occurs where
relevant activities are not 
directed by vote and the 
votes are not substantive. 

DE FACTO CONTROL

Power without a majority 
voting rights occurs 
where:

 Contractual 
arrangements with 
other vote holders 
exist

 Relevant activities 
are directed by 
arrangements held

 The investor has 
practical ability to 
unilaterally direct 
relevant activities 
considering relative 
size and dispersion 
of vote holders, 
potential voting 
rights held by the 
investor and other 
investors, rights 
arising from other 
contractual 
arrangements, and 
any additional facts 
or circumstances 
(for example voting 
patterns). 

POTENTIAL VOTING 
RIGHTS

They are only considered if
they are substantive and 
must consider the purpose
and design of the 
instrument. 

EXPOSURE OR RIGHTS 
TO VARIABLE RETURNS

Variable returns are 
returns that are not fixed 
and have the potential to 
vary as a result of the 
performance of an 
investee. Variable returns 

can be only positive, only 
negative or both positive 
and negative.

IFRS 10 provides the 
following examples of 
variable returns:

 dividends 
 other distributions 

of economic 
benefits (for 
example, interest 
from debt 
securities)

 changes in value of 
an investment

 remuneration for 
servicing an 
investee’s assets or 
liabilities

 fees and exposure 
to loss from 
providing credit or 
liquidity support

 residual interests in 
the investee’s 
assets and liabilities
on liquidation

 tax benefits
 access to future 

liquidity
 returns that are not 

available to other 
interest holders 
such as: – use of 
own assets in 
combination with 
investee’s assets– 
combining operating
functions to achieve
economies of scale–
cost savings– 
gaining access to 
proprietary 
knowledge [IFRS 
10.B57].

LINK BETWEEN POWER 
AND RETURNS

 When an investor 
with decision-
making rights 
assesses whether it 

controls an 
investee, it 
determines whether
it is a principal or an
agent. An agent is 
primarily engaged 
to act on behalf of 
the principal and 
therefore does not 
control the investee 
when it exercises its
decision-making 
authority.

 An investor may 
delegate its 
decision-making 
authority to an 
agent on specific 
issues or on all 
relevant activities. 
When assessing 
whether it controls 
an investee, the 
investor treats the 
decision-making 
rights delegated to 
its agent as held by 
itself directly.

 A DM considers the 
relationship 
between itself, the 
investee and other 
parties involved, in 
particular the 
following factors 
below, in 
determining 
whether it is an 
agent.

SCOPE OF DECISION-
MAKING AUTHORITY

Activities permitted in 
agreements and specified 
by law:

 Discretion available 
on making decisions

 Purpose and design 
of the investee

RIGHTS HELD BY OTHER
PARTIES
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 May affect the DM’s 
ability to direct 
relevant activities

 Removal rights, or 
other rights, may 
indicate that the DM
is an agent

 Rights to restrict 
activities of the DM 
are treated the 
same as removal 
rights.

REMUNERATION

The greater the magnitude
of, and variability 
associated with the DM’s 
remuneration relative to 
returns, the
more likely the DM is a 
principal.

 DM’s consider if the 
following exists:

 Remuneration is 
commensurate with 
the services 
provided

 The remuneration 
includes only terms 
customarily present 
in arrangements for 
similar services and 
level of skills 
negotiated on an 
arm’s length basis.

RETURNS FROM OTHER 
INTERESTS

An investor may hold other
interests in an investee 
(e.g. investments, 
guarantees). In evaluating 
its exposure to variability 
of returns from other 
interests in the investee 
the following are
considered:

 The greater the 
magnitude of, and 
variability 
associated with, its 
economic interests, 

considering its 
remuneration and 
other interests in 
aggregate, the more
likely the DM is a 
principal.

 Whether the 
variability of returns
is different from 
that of other 
investors and, if so, 
whether this might 
influence actions.

INVESTMENT ENTITIES 

Investment entities are 
required to measure 
interest in subsidiaries at 
fair value through profit or 
loss in accordance with 
IFRS 9 instead of 
consolidating them. An 
investment entity is an 
entity that obtains funds 
from investors for the 
purpose of providing those
investors with investment 
management services. Its 
business plan is to invest 
funds solely for returns 
from capital appreciation, 
investment income or 
both. The performance of 
its investment is measured
at fair value.

Other characteristics (not 
all have to be met but if 
not, disclosures are 
required):

 More than one 
investment

 More than one 
investor

 Investors not 
related parties of 
the entity

 Ownership interest 
in the form of equity
or others

RELATIONSHIPS WITH 
OTHER PARTIES

When assessing control an
investor considers the 
nature of relationships 
with other parties and 
whether they are acting on
the investor’s behalf (de 
facto agents). Such a 
relationship does not need
to have a contractual 
arrangement.

NON-CONTROLLING 
INTERESTS

 A parent presents 
non-controlling 
interests in the 
consolidated 
statement of 
financial position 
within equity, 
separately from the 
equity of the owners
of the parent

 Changes in a 
parent’s ownership 
interest in a 
subsidiary that do 
not result in the 
parent losing control
of the subsidiary are
equity transactions

LOSS OF CONTROL

 De-recognition of 
the assets and 
liabilities of the 
former subsidiary 
from the 
consolidated 
statement of
financial position

 Recognition of any 
investment retained
in the former 
subsidiary at its fair 
value when control 
is lost and 
subsequently 
accounts for it and 
for any amounts 
owed by or to the 
former subsidiary in 
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accordance with 
relevant IFRSs

If subsidiary constitutes a 
business, a gain or loss is 
recognized in the profit or 
loss which is associated 
with the loss of control.

If it does not constitute a 
business:

 Recognition of the 
gain or loss in profit 
or loss to the extent
of the unrelated 
investor’s interest in
the associate or 
joint venture. The 
remaining part is 
eliminated against 
the carrying amount
of the investment

 Retained interest is 
an associate or joint
venture using the 
equity method: 
Recognition of the 
gain or loss in profit 
or loss to the extent
of the unrelated 
investors

 Retained interest 
accounted for at fair
value in accordance 
with IFRS 9: 
Recognition of the 
gain or loss in full in 
profit or loss.

CONSOLIDATION 
PROCESS

 Combine assets, 
liabilities, income, 
expenses, cash 
flows of the parent 
and subsidiary

 Eliminate parent’s 
investment in each 
subsidiary with its 
portion of the 
subsidiary’s equity

 Fully eliminate intra 
group transactions 

and balances.

Parent and subsidiaries 
must have uniform 
accounting policies and 
reporting dates. If not, 
alignment adjustments 
must be quantified and 
posted to ensure 
consistency. Reporting 
dates cannot vary by more
than 3 months. 
Consolidation of an 
investee begins from the 
date the investor obtains 
control of the investee and
ceases when the investor 
loses control of the 
investee.

DISCLOSURES

Refer to IFRS 12, 
disclosures in interests in 
other entities.

IFRS 11 JOINT 
ARRANGEMENTS

SCOPE

IFRS 11 applies to all 
parties that are subject to 
a joint arrangement. A 
joint arrangement binds 
the parties by way of a 
contractual arrangement 
based on the substance of 
the dealings between the 
parties and gives two or 
more parties joint control. 
Joint arrangements are 
classified as either:

Joint operation – parties 
have rights to the assets, 
and obligations to the 
liabilities of the joint 
arrangement

Joint venture – parties 
have rights to the net 
assets of the joint 
arrangement

JOINT CONTROL

Joint control is based on 
the same principle of 
control as IFRS 10 (i.e. 
power, exposure to 
variable returns, ability to 
use power to affect 
variable returns). It is the 
contractually agreed 
sharing of control in 
relation to decisions 
regarding the entity’s 
relevant activities and 
requires unanimous 
consent of the controlling 
parties. If joint control 
does not exist, IFRS 11 
does not apply. This can 
be implicit or explicit:

 Joint control exists 
when two parties 
hold 50% voting 
rights and a 51% 
majority is required 
to make relevant 
activities

 joint control does 
not exists if, after 
considering all 
contractual 
agreements, the 
minimum required 
majority of voting 
rights can be 
achieved by more 
than one 
combination of 
parties agreeing 
together

JOINT DE-FACTO 
CONTROL

It is based on the same 
principle of control as IFRS
10 and only exists if the 
parties are contractually 
bound to vote together in 
relation to decisions about 
relevant activities. In 
assessing joint control, 
prior voting attendance 
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may be considered but not
prior voting results. 

SUBSTANTIVE AND 
PROTECTIVE RIGHTS

The assessment of 
substantive and protective
rights is based on IFRS 10 
and substantive rights are 
considered in assessing 
power (those that can be 
assessed) but protective 
rights are not considered 
in assessing power.

CLASSIFICATION AS EITHER JOINT CONTROL OR JOINT OPERATION

Source: www.pkf.com
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RECOGNITION AND 
MEASUREMENT: JOINT 
CONTROLLING PARTIES

JOINT OPERATIONS

The following is recognized
in relation to interest in a 
joint operation:

 its assets including 
any assets held 
jointly

 its liabilities, even 
those incurred 
jointly

 revenue earned 
from the share of 
the output arising 
from the joint 
operation

 its expenses, 
including its share 
of any expenses 
incurred jointly

Separate financial 
statements – same 
treatment as above

JOINT VENTURE

Here you apply the equity 
method in accordance with
IAS 28. In the separate 
financial statements 
recognize interest at either
at cost or as a financial 
asset in accordance to 
IFRS 9.

Recognition and 
measurement – entities 
that participate but do not 
have joint control (non-
joint controlling interests)

In some instances, there 
may be other parties who 
are investees in a joint 
arrangement but do not 
themselves have joint 
control of the joint 
arrangement. 

JOINT OPERATION 
(NON-JOINT 

CONTROLLING PARTY 
HAS CONTRACTUAL 
RIGHTS AND 
OBLIGATIONS TO 
ASSETS, LIABILITIES, 
EXPENSES, AND 
REVENUES)

Account for its contractual 
share of assets, liabilities, 
expenses, and revenues in
its consolidated / 
individual financial 
statements and separate 
financial statements.

JOINT VENTURES

Identical to joint 
operations where the non-
joint controlling party does
not have contractual rights
and obligations to assets, 
liabilities, expenses and 
revenues (i.e. assess for 
significant influence, and 
then account for 
accordingly).

In the consolidated 
financial statements or 
separate financial 
statements, assess for 
significant influence in 
accordance to IAS 28, if 
present, apply the equity 
method in accordance to 
IAS 28, if not present, 
apply IFRS 9. In the 
separate financial 
statements, assess for 
significance influence in 
accordance to IAS 28 and 
if present, recognize either
at cost, or as a financial 
asset in accordance to 
IFRS 9. If not, as a financial
asset in accordance to 
IFRS 9.

EQUITY METHOD

Venture capital 
organization, mutual 
funds, unit trusts, 
investment-linked 

insurance funds, and 
similar entities may elect 
to measure associates and
joint ventures at fair value 
through profit or loss in 
accordance with IFRS 9 
rather than apply the 
equity method.

DISCLOSURES 

Disclosures are in 
accordance to IFRS 12

IFRS 12 DISCLOSURE OF
INTERESTS IN OTHER 
ENTITIES

This standard applies to 
entities that have an 
interest in subsidiaries, 
joint arrangements, 
associates, and 
unconsolidated structured 
entities. IFRS 12 does not 
apply to the following:

 Post-employment 
benefit plans or 
other long-term 
employee benefits 
to which IAS 19 
applies

 Separate financial 
statements where 
IAS 27 applies

 Any interest held in 
an entity that 
participates in, but 
does not have joint 
control or significant
influence over, a 
joint arrangement 

 Interests accounted 
for in accordance to 
IFRS 9, except for 
interests in 
associates or joint 
venture measured 
at fair value as 
required by IAS 28

All significant judgments 
which relate to control 
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over another entity, joint 
control over an 
arrangement, significant 
influence over another 
entity, and when a joint 
arrangement has been 
structured through a 
separate vehicle, its 
classification (i.e. joint 
operation or joint venture).

INTERESTS IN 
SUBSIDIARIES – REQUIRED
DISCLOSURES

The entity must disclose 
information that enables 
users:

 to understand the 
composition of the 
group and that the 
interest that the 
NCI’s have in the 
group’s activities 
and cash flows 

It also must disclose 
information that enables 
users to evaluate:

 the nature and the 
extent of the 
significant 
restrictions on the 
ability to assessor 
use assets, and 
settle liabilities of 
the group

 the nature of, and 
changes in the risks 
associated with 
interests in 
consolidated 
structured entities

 the consequences of
changes in 
ownership interest 
in a subsidiary that 
do not result in a 
loss of control

 the consequences of
losing control of a 
subsidiary during 
the reporting period

COMPOSITION OF THE 
GROUP AND NCI 
INTERESTS IN GROUP 
ACTIVITIES

For each of subsidiary with
material NCI’s:

 name of the 
subsidiary

 principal place of 
business and 
country of 
incorporation of the 
subsidiary

 proposition of 
ownership interests 
held by NCI

 proportion of NCI 
voting rights, if 
different from 
proportion of 
ownership interests

 profit or loss 
allocated no non-
controlling interests 
of the subsidiary 
during the reporting
period

 accumulated NCI of 
the subsidiary at the
end of the reporting 
period

 summarized 
financial information
about the subsidiary

NATURE AND EXTENT 
OF RESTRICTIONS

Significant restrictions on 
the ability to access or use
the assets and settle the 
liabilities of the group such
as:

 those that restrict 
the ability to 
transfer cash or 
other assets to 
other entities within 
the group

 Guarantees or other
requirements that 
may restrict 
dividends and other 

capital distributions 
being paid, or loans 
and advances being 
made or repaid, to 
or from other 
entities within the 
groups.

The nature and extent to 
which the protective rights
of the NCI can significantly
restrict the entity’s ability 
to access or use the assets
and settle the liabilities of 
the group. The carrying 
amounts of the assets and 
liabilities to which those 
restrictions apply. 

NATURE OF RISKS IN 
CONSOLIDATED 
STRUCTURED ENTITIES 
(CSE)

The terms of any 
contractual arrangements 
that could require the 
parent or its subsidiaries 
to provide financial 
support to a CSE. If 
financial or other support 
has been provided to a 
CSE in the absence of a 
contractual obligation to 
do so:

 The type and 
amount of support 
provided, including 
providing financial 
support

 The reasons for 
providing the 
financial support

If financial or other support
has been provided to a 
previously unconsolidated 
structured entity that 
resulted in control, 
explanation of the relevant
factors in reaching that 
decision. Any current 
intentions to provide 
financial or other support 
to a consolidated 
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structured entity. This 
includes any intentions to 
assist in obtaining financial
support.

CONSEQUENCES OF 
CHANGES IN PARENT’S 
OWNERSHIP INTEREST 
IN SUBSIDIARY THAT 
DO NOT RESULT IN 
LOSS OF CONTROL

Here you present a 
schedule showing the 
effects on the equity of 
any changes in ownership 
interests that do not result
in loss of control

CONSEQUENCES OF 
LOSING CONTROL IN A 
SUBSIDIARY

Disclose gain or loss, if 
any, and:

 the portion of that 
loss or gain 
attributable to 
measuring any 
investment retained
in the former 
subsidiary at its fair 
value at the date 
when control is lost

 the line items in 
profit or loss in 
which the loss or 
gain is recognized

INTERESTS IN JOINT 
ARRANGEMENTS AND 
ASSOCIATES

The entity is required to 
disclose information that 
enables users to evaluate 
the nature of, and changes
in, risks associated with 
interests held and financial
effect of interests in joint 
arrangements and 
associates (including 
contractual relationships 
with other investors with 

joint control or significant 
influence).

Risks associated with 
interests held in joint 
ventures and associates

Here commitments 
relating to joint ventures 
and contingent liabilities 
incurred relating to joint 
ventures or associates 
(including its share of 
contingent liabilities 
incurred jointly with other 
investors), unless the 
probability of loss is 
remote.

NATURE EXTENT, AND 
FINANCIAL EFFECTS OF 
AN ENTITY’S INTERESTS
IN JOINT 
ARRANGEMENTS AND 
ASSOCIATES

 the name of the 
joint arrangement 
and associates

 the nature of the 
entity’s relationship 
with the joint 
arrangement and 
associates

 the principal place 
of business of the 
joint arrangement 
or associate

 the proportion of 
ownership interests 
or participating 
share held by the 
entity and if 
different the 
proportion of voting 
rights

 measurement 
method used, 
whether equity 
method or at fair 
value

 if measured using 
the equity method, 
the fair value of its 
investment in the 

joint venture or 
associate if quoted 
on the market

 summarized 
financial information
about the joint 
venture or associate

 financial information
about the entity’s 
investments in joint 
ventures and 
associates that are 
not individually 
material in 
aggregate for all 
individually 
immaterial joint 
ventures or 
associates

 the nature and 
extent of any 
significant 
restrictions on the 
ability of joint 
ventures or 
associates to 
transfer funds to the
entity in the form of 
cash dividends , or 
to repay loans or 
advances made by 
the entity

 when there is a 
difference in the 
reporting date of a 
joint venture or 
associates’ financial
statements used in 
applying the equity 
method, the date of 
the end of the 
reporting period of 
that joint venture 
and associate and 
the reason of using 
that date or 
reporting period

 the unrecognized 
share of losses of a 
joint venture or 
associate, both for 
the reporting period 
and cumulatively, if 
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the entity has 
stopped recognizing
its share of losses of
the joint venture or 
associate when 
applying the equity 
method

INTERESTS IN 
UNCONSOLIDATED 
STRUCTURED ENTITIES 

Disclosure is required for 
information that enables 
users to understand the 
nature and extent of its 
interests in UCSE and 
evaluate the nature of and
changes in the risks 
associated with its 
interests in UCSE.

NATURE OF INTERESTS

Qualitative and 
quantitative information 
including nature, purpose, 
size and activities of the 
structured entity and how 
the structured entity is 
financed.

If the entity has sponsored
UCSE, for which it does not
provide information, 
disclose:

 how it has 
determined which 
structured entities it
has sponsored 

 income from those 
structured entities 
during the reporting
period, including a 
description of types 
of income presented

 the carrying amount
of all assets 
transferred to those 
structured entities 
during the reporting
period 

The information must be 
presented in tabular 

format and classify its 
sponsoring activities into 
relevant categories.

NATURE OF RISKS

Disclose in tabular format:

 the carrying amount
of all assets and 
liabilities recognized
in its financial 
statements relating 
to the interests of 
the UCSE

 the line items on 
which those assets 
and liabilities have 
been recognized

 the amount that 
best represents the 
degree of its 
exposure to loss 
from its interests to 
UCSE, including how
its determined (if 
cannot be 
quantified, disclose 
the reasons)

 A comparison of the
carrying amounts of
the assets and 
liabilities of the 
entity that relate to 
the interests in 
UCSE and the 
entity’s maximum 
exposure to loss 
from those entities

If during the reporting 
period an entity has, 
without having a 
contractual obligation to 
do so, provided financial 
support to an UCSE in 
which it previously had or 
currently has an interest, 
disclose:

 The type and 
amount of support 
provided and the 
reasons for 
providing the 
support

An entity is required to 
disclose any current 
intentions to provide 
financial or other support 
to UCSE, including 
intentions to assist the 
structured entity in 
obtaining financial 
support.

IFRS 13 FAIR VALUE 
MEASUREMENT 

This standard applies 
when another IFRS permits
measurements or 
disclosures about fair 
value except as detailed 
below (exception from 
both measurement and 
disclosure):

 Share based 
payment 
transactions

 Leasing transactions
 Measurements 

which are similar to 
fair value but are 
not including 
inventories and 
value in use

The following are except 
from disclosure only:

 Plan assets 
measured at fair 
value in accordance 
with IAS 19

 Retired benefit plan 
investments 
measured at fair 
value in accordance 
with IAS 26

 Assets for which 
recoverable amount
is fair value less 
costs of disposal in 
accordance with IAS
36

Fair value is the 
measurement date price 
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received to buy an asset, 
or paid to transfer a 
liability, in an orderly 
transaction between 
market participants. 

APPLICATION TO NON-
FINANCIAL ASSETS

Fair value measurement of
a non-financial assets 
considers a market 
participant’s ability to 
either generate economic 
benefits by using the asset
in its highest best use or 
sell the asset to another 
market participant who 
would then use the asset 
in its HBU. Factors to 
consider when 
determining HBU include 
physically possible, legally 
permitted and financially 
viable.

If the HBU is on a stand-
alone basis, fair value is 
the price that would be 
received in a current sale, 
to a market participant, 
that would use the asset 
on a standalone basis and 
if it is in a combination 
with other assets, fair 
value is the price that will 
be received in a current 
sale to market participants
assuming the asset will be 
used in combination with 
those assets which is 
assumed to be available to
market participants.

APPLICATION TO 
LIABILITIES AND AN 
ENTITY’S OWN EQUITY 
INSTRUMENTS

 With liabilities, it is 
assumed that these 
would remain 
outstanding and the
market participant 
transferee would be 
required to fulfil the 

obligation. The 
liability would not 
be settled with the 
counterparty or 
otherwise 
extinguished on the 
measurement date.

 With equity 
instruments, it is 
assumed that these 
would remain 
outstanding and the
market participant 
transferee would 
take on the rights 
and responsibilities 
associated with the 
instrument. The 
instrument would 
not be cancelled or 
otherwise 
extinguished on 
measurement date.

WHEN HELD OR NOT 
HELD BY OTHER 
PARTIES AS ASSETS

When quoted price for the 
transfer of an identical 
liability or entity’s equity 
instrument is not 
available, and that 
identical item is held by 
another party as an asset:

 Measure the fair 
value from the 
perspective of a 
market participate 
that holds the 
identical item as an 
asset at the 
measurement date, 
by using the quoted 
price in an active 
market, if not 
available, using 
observable inputs 
and if not available 
unobservable 
inputs. 

 When a quoted 
price for the 
transfer of an 

identical (or a 
similar) liability or 
entity’s own equity 
instrument is not 
available, and that 
identical (or similar) 
item is not held by 
another party as an 
asset measure the 
fair value using a 
valuation technique 
from the 
perspective of a 
market participant 
that either owes the
liability or has 
issued the claim on 
equity.

RESTRICTION 
PREVENTING TRANSFER

The inclusion of a separate
input relating to the 
existence of a restriction 
that prevents the transfer 
of the item liability or the 
entity’s own equity 
instrument is not 
permitted when 
determining fair value. The
effect of such a restriction 
is either implicitly or 
explicitly included in other 
inputs to the fair value 
measurements.

FAIR VALUE AT INITIAL 
RECOGNITION

The transaction price is 
the price paid / received to
acquire an asset or to 
assume a liability (i.e. 
entry price). In contrast, 
fair value is the price that 
would be received to sell 
the asset or paid to 
transfer the liability (i.e. 
exit price). However, in 
many cases the 
transaction price will equal
the fair value – however it 
is still necessary to take 
into account factors 
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specific to the transaction 
and to the asset or 
liability.

FAIR VALUE HIERARCHY

IFRS 13 includes a fair 
value hierarchy that 
categorizes the inputs to 
valuation techniques used 
to measure fair value into 
three (input) levels:

 Level 1: Observable
quoted prices, in 
active markets

 Level 2: Quoted 
prices are not 
available but fair 
value is based on 
observable market 
data

 Level 3: 
Unobservable 
inputs. The level of 
an item is based on 
its lowest input 
level.

VALUATION 
TECHNIQUES

Must use appropriate 
valuation techniques in the
circumstances and for 
which sufficient data are 
available to measure fair 
value. Changes in the 
valuation technique or its 
application are accounted 
for as a change in 
accounting estimate in 
accordance with IAS 8.

INPUTS TO VALUATION 
TECHNIQUES

 It must aim to 
maximize the use of
relevant observable 
inputs and minimize
the use of 
unobservable 
inputs.

 If an asset/liability 
measured at fair 
value has both a bid
and ask price, the 
price within the bid-
ask spread that is 
most representative
of fair value is used 
- regardless of 
where the input is 
categorized within 
the fair value 
hierarchy.
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DISCLOSURES

SOURCE: BDO
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IFRS 15 REVENUE

This standard applies to all 
contracts with customers 
except the following:

 Lease contracts
 Insurance contracts
 Financial instruments

or other contractual 
rights and obligations

 Certain monetary 
exchanges 

A contract refers to an 
agreement between two or 
more parties that creates 
enforceable rights and 
obligations. A customer is a
party that has contracted 
with an entity to obtain 
goods or services that are 
an output of the entity’s 
ordinary activities in 
exchange for consideration.
Stand-alone selling price is 
the price at which a good or
service would be sold 
separately to a customer.

FIVE STEP MODEL

Revenue from contracts 
with customers is 
recognized based on the 
application of the five step 
model:

Step 1: Identify the contract

Step 2: Identify the 
performance obligations

Step 3: Determine the 
transaction price

Step 4: Allocate the 
transaction price to the 
performance obligation

Step 5: Recognize revenue 
when each performance 
obligation has been 
satisfied

STEP 1: IDENTIFY THE 
CONTRACT

Contracts, and approval of 
contracts, can be written 
oral or implied by an 
entity’s customary business
practices. IFRS 15 requires 
all the contracts to have all 
of the following attributes:

 The contract has 
been approved 

 The rights and 
payment terms 
regarding goods and 
services to be 
transferred can be 
identified 

 The contract has 
commercial 
substance 

 It is probable that the
consideration will be 
received 

If each party to the contract
has a unilateral enforceable
right to terminate a wholly 
unperformed contract 
without compensating the 
other party (or parties), no 
contract exists under IFRS 
15.

Contracts are combined if 
they are entered into at the
same time and same 
customer if:

 The contracts are 
negotiated as a 
package with a single
commercial 
substance

 The consideration for
each contract is 
interdependent on 
the other

 The overall goods or 
services of the 
contracts represent a

single performance 
obligation

STEP 2: IDENTIFY THE 
PERFORMANCE 
OBLIGATIONS

Performance obligations are
contractual promises by an 
entity to transfer to a 
customer distinct goods or 
services either individually 
or in a bundle or as a series
over time. For goods or 
services to be regarded as 
distinct the following 
criteria must be met:

 The customer can 
benefit from the 
good or service (use 
or generate 
economic benefits)

 The promise to 
transfer goods or 
services is distinct 
from other promises 
in the contract

STEP 3: DETERMINE THE 
TRANSACTION PRICE

The transaction price is the 
amount of consideration an 
entity expects to be 
entitled to in exchange for 
transferring the promised 
goods or services (not 
amounts collected on 
behalf of third parties, e.g. 
sales taxes or value added 
taxes). The transaction 
price may be affected by 
the nature, timing, and 
amount of consideration, 
and includes consideration 
of significant financing 
components, variable 
components, amounts 
payable to the customer 
(e.g. refunds and rebates), 
and non-cash amounts.
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ACCOUNTING FOR 
SIGNIFICANT FINANCING 
COMPONENT 

If the timing of payments 
specified in the contract 
provides either the 
customer or the entity with 
a significant benefit of 
financing the transfer of 
goods or services. The 
transaction price is 
adjusted to reflect the cash 
selling price at the point in 
time control of the goods or
services is transferred. A 
significant financing 
component can either be 
explicit or implicit.

Factors to consider include:

 Difference between 
the consideration 
and cash selling price

 Combined effect of 
interest rates and 
length of time 
between the transfer 
of control of the 
goods or services 
and payment

A significant financing 
component does not exist 
when:

 Timing of the 
transfer of control of 
the goods or services
is at the customer’s 
discretion

 The consideration is 
variable with the 
amount or timing 
based on factors 
outside of the control
of the parties

 The difference 
between the 
consideration and 
cash selling price 

arises for other non-
financing
reasons (i.e. 
performance 
protection).

Discount rate to be used 
must reflect credit 
characteristics of the party 
receiving the financing and 
any
collateral/security provided.
Practical expedient is the 
period between transfer 
and payment is 12 months 
or less  do not account for 
any significant financing 
component.

ACCOUNTING FOR 
VARIABLE 
CONSIDERATION

Variable consideration 
includes Discounts, rebates,
refunds, credits, 
concessions, incentives, 
performance bonuses, 
penalties, and contingent 
payments.

Variable consideration must
be estimated using either:

 Expected value 
method: based on 
probability weighted 
amounts within a 
range (i.e. for large 
number of similar 
contracts)

 Single most likely 
amount: the amount
within a range that is
most likely to arise 
(e.g. where the 
contract has only two
possible outcomes).

CONSTRAINING 

(LIMITING) THE 
ESTIMATES OF VARIABLE
CONSIDERATION

Variable consideration is 
only recognized if it is 
highly probable that a 
subsequent change in its 
estimate would not result in
a significant revenue 
reversal (i.e. a significant 
reduction in cumulative 
revenue recognized).

ACCOUNTING FOR 
CONSIDERATION 
PAYABLE TO THE 
CUSTOMER
Includes cash paid (or 
expected to be paid) to the 
customer (or the 
customer’s customers) as 
well as credits or other 
items such as coupons and 
vouchers. Accounted for as 
a reduction in the 
transaction price, unless 
payment is in exchange for 
a good or service received 
from the customer in which 
case no adjustment is made
– except where:

 The consideration 
paid exceeds the fair 
value of the goods or
services received 
(the difference is set 
against the 
transaction price)

 The fair value of the 
goods or services 
cannot be reliably 
determined (full 
amount taken 
against the 
transaction price).

ACCOUNTING FOR NON-
CASH CONSIDERATION
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It is accounted for at fair 
value (if not reliably 
determinable, it is 
measured indirectly by 
reference to stand-alone 
selling price of the goods or
services).

STEP 4: ALLOCATE THE 
TRANSACTION PRICE TO 
EACH PERFORMANCE 
OBLIGATION

Variable consideration is 
allocated entirely to a 
performance obligation (or 
a distinct good or service 
within a performance 
obligation), if both:

 The terms of the 
variable 
consideration relate 
specifically to 
satisfying the 
performance 
obligation (or 
transferring the 
distinct good or 
service within the 
performance 
obligation).

 The allocation of the 
variable 
consideration is 
consistent with the 
principle that the 
transaction price is 
allocated based on 
what the entity 
expects to receive 
for satisfying the 
performance 
obligation (or 
transferring the 
distinct good or 
service within the 
performance 
obligation).

A discount exists where the
sum of the stand-alone 
selling price of each 
performance obligation 
exceeds the consideration 
payable. Discounts are 
allocated on a 
proportionate basis, unless 
there is observable 
evidence that the discount 
relates to one or more 
specific performance 
obligation(s) after meeting 
all of the following criteria:

 The goods or 
services (or bundle 
thereof) in the 
performance 
obligation are 
regularly sold on a 
stand-alone basis, 
and at a discount

 The discount is 
substantially the 
same in amount to 
the discount that 
would be given on a 
stand-alone basis.

STEP 5: RECOGNIZE 
REVENUE AS EACH 
PERFORMANCE 
OBLIGATION IS satisfied

Revenue is recognized 
either over time or at a 
point in time.

Over time

(a) CUSTOMER 
SIMULTANEOUSLY 
RECEIVES AND 
CONSUMES ALL OF THE 
BENEFITS

If another entity would not 
need to substantially re-
perform the work already 
performed by the entity in 

order to satisfy the 
performance obligation, the
customer is considered to 
be simultaneously receiving
and consuming benefits.

(b) THE ENTITY’S WORK 
CREATES OR ENHANCES 
AN ASSET CONTROLLED 
BY THE CUSTOMER

The asset being created or 
enhanced (e.g. a work in 
progress asset) could be 
tangible or intangible.

(c) THE ENTITY’S 
PERFORMANCE DOES 
NOT CREATE AN ASSET 
WITH AN ALTERNATIVE 
USE TO THE ENTITY, AND
THE ENTITY HAS AN 
ENFORCEABLE RIGHT TO 
PAYMENT FOR 
PERFORMANCE 
COMPLETED TO DATE.

(i) Alternate use
Assessment requires 
judgment and consideration
of all facts and 
circumstances. An asset 
does not have an alternate 
use if the entity cannot 
practically or contractually 
redirect the asset to 
another customer, such as: 

 Significant economic 
loss, i.e. through 
rework, or reduced 
sale price (practical)

 Enforceable rights 
held by the customer
to prohibit 
redirection of the 
asset (contractual).

Whether or not the asset is 
largely interchangeable 
with other assets produced 
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by the entity should also be
considered in determining 
whether practical or 
contractual limitations 
occur.

(ii) Enforceable right to 
payment
Consider both the specific 
contractual terms and any 
applicable laws or 
regulations. Ultimately, 
other than due to its own 
failure to perform as 
promised, an entity must 
be entitled to compensation
that approximates the 
selling price of the goods or
services transferred to 
date. The profit margin 
does not need to equal the 
profit margin expected if 
the contract was fulfilled as 
promised. For example, it 
could be a proportion of the
expected profit margin that 
reflects performance to 
date.

AT A POINT IN TIME

Revenue is recognized at a 
point in time if the criteria
for recognizing revenue 
over time are not met. 
Revenue is recognized at 
the point in time at which 
the entity transfers control 
of the asset to the 
customer.

Presentation

STATEMENT OF 
FINANCIAL POSITION

 Contract assets and 
contract liabilities 
from customers are 
presented separately

 Unconditional rights 
to consideration are 

presented separately
as a receivable.

STATEMENT OF PROFIT 
OR LOSS AND OTHER 
COMPREHENSIVE 
INCOME
Line items (revenue and 
impairment) are presented 
separately in accordance 
with the requirements of 
IAS 1.

DISCLOSURE

Overall objective to disclose
sufficient information to 
enable users to understand 
the nature, amount, timing,
and uncertainty of revenue 
and cash flows arising from 
an entity’s contracts with 
customers.

CONTRACTS WITH 
CUSTOMERS 
(INFORMATION 
REGARDING):

 Disaggregation of 
revenue

 Contract assets and 
contract liabilities

 Performance 
obligations (incl. 
remaining)

USE OF PRACTICAL 
EXPEDIENTS (RELATED 
TO):

 Significant financing 
component (12 
month)

 Contract costs (12-
month amortization).

SIGNIFICANT 
JUDGMENTS:

 Performance 
obligation 
satisfaction

 Transaction price 
(incl. allocation)

 Determining contract
costs capitalized

CONTRACT COSTS 
CAPITALIZED:

 Method of 
amortization

 Closing balances by 
asset type

 Amortization and 
impairment.

IFRS 16 LEASES

A lease is a contract, or 
part of a contract that 
conveys the right to use the
asset for a period in 
exchange of consideration. 
This standard applies to all 
arrangements that meet 
this definition except:

 Leases to explore for 
minerals, oil, natural 
gas and similar non-
generative resources

 Leases of biological 
assets within the 
scope of IAS 41

 Service concession 
arrangements within 
the scope IFRIC 12

 Licenses of 
intellectual property 
granted by a lessor 
within the scope of 
IFRS 15

 Rights held by lessee
under a licensing 
agreement within the
scope of IAS 38

LESSEES

INITIAL RECOGNITION 
AND MEASUREMENT
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The measurement 
requirements apply to all 
leases except for short term
lease contracts and lease 
contracts of low value.

LEASE LIABILITY

At the commencement 
date, a lease liability is 
recognized in the lessee’s 
books discounted at the 
rate implicit in the lease 
and if it is not readily 
determinable, the 
incremental rate of 
borrowing comprising of:

 Fixed payments less 
any incentives 
received

 Variable lease 
payments

 Residual value 
guarantees 

 The exercise price of 
a reasonably certain 
purchase options

 Lease termination 
penalties, if a lessee 
termination option 
was considered in 
setting the lease 
term

RIGHT-OF-USE ASSET

At commencement date, a 
right-of-use is recognized at
cost in the lessee’s books 
comprising:

 The amount of lease 
liability recognized

 Any lease payments 
made at 
commencement less 
any incentives

 Any initial direct 
costs incurred 

 An estimate of costs 
to be incurred to 

dismantle and 
remove an asset and 
restore the site 
based on the terms 
and conditions of the 
lease

SUBSEQUENT 
MEASUREMENT

LEASE LIABILITY

At commencement date, 
the lease liability is re-
measured by:

 Increase the carrying
amount to reflect 
interest on the lease 
liability

 Reducing the 
carrying amount 
based on lease 
payments made

 Re-measuring the 
carrying amounts to 
reflect any 
assessment 

Variable lease payments 
that have not been included
in the initial measurement 
of the lease liability are 
recognized in the period in 
which the event or 
condition that triggers the 
payments occurs.

RIGHT-OF-USE ASSET

COST MODEL (IAS 16)

Apply IAS 16 to record 
depreciation and IAS 36 to 
record impairment and any 
adjustments to the carrying
amounts based on re-
measurements as required 
by the reassessment of the 
lease liability.

REVALUATION MODEL 
(IAS 16)

If this model is elected, it 
may elect to apply that 
model to the same class of 
right-of-use assets.

INVESTMENT PROPERTY 
(IAS 40)

If this model is applied, the 
lessee is required to apply 
that model to right-of-use 
assets that meet the 
definition of investment 
property in IAS 40.

SALE AND LEASEBACK

If a transfer is a sale, the 
right-of-use asset is 
recorded in proportion to 
the previous carrying 
amount of the asset that 
relates to the right of use 
retained and gains and 
losses are limited to the 
amount relating to the 
rights transferred. 
Adjustments are required if 
sale is not at fair value or 
lease payments are not at 
market rates.

If the transfer is not a sale, 
the asset continues to be 
recognized and a financial 
liability is recognized equal 
to the proceeds transferred.
The financial liability is 
accounted for in 
accordance with IFRS 9.

PRESENTATION

STATEMENT OF 
FINANCIAL POSITION

Right-of-use assets:
(a) Present right-of-use 
assets separately from 
other assets; or
(b) Include right-of-use 
assets within the same line 
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item as the underlying 
asset
The requirement in a) does 
not apply to right-of-use-
assets that meet the 
definition of investment 
property, which shall be 
presented in the statement 
of financial position as 
investment property.

Lease liabilities: present 
separately from other 
liabilities or disclose the 
line item in which they are 
included.

STATEMENT OF PROFIT 
OR LOSS AND OTHER 
COMPREHENSIVE 
INCOME

Interest expense on the 
lease liability is presented 
separately from 
depreciation of the right-of-
use asset, as a component 
of finance costs.

STATEMENT OF CASH 
FLOWS – 
CLASSIFICATION

 Principal payments 
on the lease liability 
as financing 
activities.

 Payments of interest 
in accordance with 
guidance for interest 
paid in IAS 7.

 Short-term and low-
value asset leases 
and variable lease 
payments that are 
not included in the 
measurement of 
lease liabilities are 

classified within 
operating activities.

DISCLOSURE

Extensive disclosure 
requirements including 
qualitative information on 
the lessee’s leasing 
activities and the rights and
obligations arising from its 
major lease contracts, as 
well as significant 
quantitative disclosure on 
lease commitments, 
variable lease payments, 
extension and termination 
options, residual value 
guarantees, and whether 
the option to exclude short-
term and low-value leases 
has been used.

LESSOR

FINANCE LEASE

Indicators that would 
normally lead to a lease 
being classified as a 
finance lease are:

 The lease transfers 
ownership of the 
underlying asset to 
the lessee by the end
of the lease term

 The lessee has a 
bargain purchase 
option;

 The lease term is for 
a major part of the 
economic life of the 
asset; 

 The present value of 
the lease payments 
amounts to at least 
substantially all of 
the asset’s fair value

 The underlying asset 
is of such a 
specialized nature 

that only the lessee 
can use it without 
modification;

Other indicators that 
could also lead to a 
lease being classified as 
a finance lease are:

 If the lessee can 
cancel the lease, the 
lessor’s losses 
associated with the 
cancellation are 
borne by the lessee

 Gains or losses from 
the fluctuation in the 
fair value of the 
residual accrue to 
the lessee; or

 The lessee has the 
ability to continue 
the lease for a 
secondary period at 
a rent substantially 
lower than market

ACCOUNTING 
TREATMENT – 
OPERATING LEASE

 Lease contracts 
accounted for on an 
executory basis

 Lessor retains leased
asset on its 
statement of 
financial position

 Lease income is 
normally recognized 
on a straight-line 
basis over the lease 
term

ACCOUNTING 
TREATMENT – FINANCE 
LEASE

 The leased asset is 
derecognized and a 
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gain or loss is 
recognized

 Lessor recognizes a 
receivable equal to 
the net investment in
the lease

 Finance income is 
recognized based on 
a pattern reflecting a
constant periodic 
rate of return on the 
net investment in the
lease.

SALE AND LEASEBACK

If transfer is a lease, 
account for the purchase of 
the asset applying the 
applicable IFRS and also 
account for the lease under 
the lessor accounting 
requirements of IFRS 16.

DISCLOSURE

A lessor must disclose 
qualitative and quantitative
information about its 
leasing activities including 
the nature of the lessor’s 
leasing activities, how the 
lessor manages risks 
associated with any 
retained rights in assets, a 
maturity analysis of lease 
payments receivable and a 
reconciliation of the 
discounted lease payments 
receivable to the net 
investment in the lease.

Do not forget any 
other questions you 
have you can always 
contact us at 
www.a  llthingsacca.wordp  
ress  .com   or through 
any of our social 
media channels

https://
www.facebook.com/
allthingsacca

https://
www.instagram.com/
allthingsacca/

https://twitter.com/
AccaAll
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