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abnormal waste cost, 76

ACCA (Association of Chartered Certified

Accountants)
quality control, 323
website, 352
account
adjustment, 44-46
approval, 47-48
accountancy, 3
Accountancystudents web site, 351
accounting policy
changes in, 39-41
changing as required, 55-56
critical, 38
disclosure, 56-57
error, 325
estimation techniques, 41-42
FIFO (first-in, first-out) inventory
method, 38
IFRS versus GAAP, 52-55
principles-based, 37

retail method of inveitery valuation, 38

retained earnings, 40-41

selecting best suited, 38-39

transactions and events, 39
accounting profit, 135
AccountingWEB website, 351-352
accrual

defined, 361

revenue, 164

trade payable, 128
accruals basis of accounting, 28
accumulated depreciation, 77
accumulated profit, 46
active market, 85

Index

actuarial gain and loss, 159
actuarial risk, 157
adjusting event, 45-46
administrative expenditure cost, 76
admission fee, 175
Advisory Committee, 11
aggregated line-by-line basis, 263
aggregation

defined, 361

multiple segment, 293-294

statement of fnancial position, 63
AGM (Annruvel' General Meeting), 176
agricuitural asset, 76-77
allowance, 109
ario! tisation

a‘ amortised cost, 109

debt discount, 152

defined, 361

financial liability, 151-153

intangible asset, 84
at amortised cost, 109
Annual General Meeting (AGM), 176
Annual Improvements Project, 14
annual maintenance cost, 76
approval, financial statement, 47-48
arm’s-length transaction

net realisable value, 77

related party transaction, 273
asset

agricultural, 76-77

biological, 76-77

constructed, 95-100

contingent, 73

control, 72

current, 71

deferred tax, 189-190

defined, 13, 71-72, 361
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asset (continued)
financial instrument, 95
future economic benefit, 72
GAAP versus IFRS, 53
grant, 95, 100-105
impaired, 112-116
intangible, 83-86, 334
inventory, 79
measuring cost of, 74-76
net realisable value affects, 77
non-current, 13, 32, 71
obsolete, 113
offsetting against liability, 78-79
offsetting grant against, 101-102
opening statement of financial position,

59-61

qualifying, 98-99
reclassification, 61-62
recognition criteria, 59-61
tangible, 87-89, 334
tax, 53
work-in-progress, 79
writing off as expense, 74

associate
defined, 239
disclosure, 251-252
equity method of accouriing, 244-251
exemption, 244-245
exemption for IAS 2 requirements,

240-241

financial statement, 251-255
goodwill calculation, 248-249, 254
held for sale, 250-251
loss, 247-248
net asset, 253
profit or loss, 252
receiving dividend from, 246-247
recognition criteria, 240
retained earnings, 250, 254
significant influence, 241-244
statement of financial position, 245-246
transaction recognition, 249-250

Association of Chartered Certified
Accountants (ACCA)
quality control, 323
website, 352
authorised for issue, 47-48
available-for-sale financial instrument,
107-108
average cost, 361

ol e

balance sheet. See statement of financial
position
balancing
error, 326-327
statement £ cash flows, 36-37
Bangladesh 1i'RS use, 16
bankrur:tcy, 45
bargaeir purchase, 342
Barrow, Paul
bookkeeping For Dummies, 2, 91,
164, 220
bartering, 170
benefit
disclosure, 338-339
future development, 345-346
pension plan, 156-160
post-employment, 154, 282-283
retirement, 155
short-term, 155-156, 285-286
big bath provision, 142
biological asset, 76-77
bonus issue
calculating EPS after, 313-314
why companies give, 312-313
Bookkeeping For Dummies (Barrow and
Epstein), 2, 91, 164, 220
borrowing cost
constructed asset, 98
GAAP versus IFRS, 54
IFRS for SMEs and full IFRS
difference, 359
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qualifying asset, 98-99
substantial period of time, 98
voluntary exemption, 66
weighted average borrowing rate, 98
Brazil IFRS use, 16
breach of loan convenant, 17
break-up basis, 49-50
building, 100
business angel, 240
business combination
disclosure, 341-342
goodwill in, 65, 115
intangible asset, 83

oo

CAI (Chartered Accountants Ireland)
website, 352
Canada IFRS use, 16
capital, 109, 361
capital allowance
deferred tax, 137
income tax, 134
capital maintenance adjustment, 13
capital-based grant, 102-103
capitalisation issue, 312
capitalisation rate, 98
capitalise, 96, 361
carriage cost, 75
carrying amount, 243
carrying value, 361
cash
contingent consideration, 222
contractual right, 106
financial instrument, 106
cash equivalents, 37
cash flow statement. See statement of
cash flow
cash-settled share-based payment, 185
Chartered Accountants Ireland (CAI)
website, 352

chief operating decision, 292
children/step-children, 280
China IFRS use, 16
close family
key management personnel, 282
recognition criteria, 280-281
reporting entity influence, 281
closing rate, 127
Collings, Steven
Interpretation and Application of
International Standards on
Auditing, 354
Committee (IFRIC), 15
comparative segiment, 297-298
compliance
explicit and unreserved statement of
comnliance, 67-68
finan¢2l statement, 67-68
firsi-time IFRS adopter, 67-68
I'RS for SMEs and full IFRS
difference, 359
component depreciation, 100
compound financial instrument
exemption, 66
financial liability, 148
Conceptual Framework
description, 10
evolution, 12
financial statement elements, 12-13
IFRS or IAS conflicts, 11
materiality, 12
purpose of, 11
qualitative characteristics, 12
statement of cash flows, 28
consideration transferred, 342
consolidation
deemed disposal, 232-235
exemptions, 206-207
future development, 344
goodwill, 228-232
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consolidation (continued) losing money on, 164-165
group accounting, 210-215 options, 111
group structure, 205-206 control
how this book is organised, 3 asset, 72
intra-group trading, 206 group structure, 277-278
ownership changes, 223-228 versus joint venture, 258-259
for parent company, 203 controlling interest, 221
proportionate, 262-266 conversion cost, 76
separate financial statement, 208-210 convertible debt, 315
standard, 204 convertible financial instrument, 148-151
step acquisition, 235-238 cost
subsidiary, 205, 207-208 abnormal waste, 76
subsidiary disposal, 218-222 administrative exnenditure, 76
constructed asset borrowing, 54
borrowing cost, 98 carriage, 75
defined, 95 conversien, 75
interest on loan, 98-99 deemed, 63
PPE, 97 defire:! benefit pension scheme,
self-constructed, 99-100 155-159
unfinished non-current asset, 96 foreign exchange difference, 81
writing off cost of, 99-100 ireight, 75
construction contract, 337-338 import duty, 75
constructive obligation interest charge, 81
dividend, 47 machine, 75
GAAP versus IFRS, 53 maintenance, 76
contingency liability point-of-sale, 76
disclosure, 144-145, 340--241 production overhead, 76
overview, 141 purchase, 76
recognition criteria, 145-144 selling, 81
reliable estimate of claim, 144 settlement or curtailment, 159
contingent asset, 73 storage, 81
contingent consideration cost model
contingent asset or liability intangible asset, 84
difference, 73 investment property, 94
defined, 361 cost of capital, 148
sale proceeds, 221-222 cost-to-retail ratio, 38
contract country IFRS use, 16-17
construction, 337-338 coupon rate, 148, 177
forward, 110 critical accounting policy, 38
futures, 111 cumulative amortisation, 109

insurance, 67, 346 currency, 127
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current asset, 71, 361
current liability, 122-125
current ratio, 124

current service cost, 159
curtailment, 159

Czech Republic IFRS use, 16

o) e

damaged inventory, 81-82, 112
date of acquisition, 223
date of transition, 58-59
debt
convertible, 315
restructuring of, 50
debt discount amortisation, 152
decommissioning liability, 66
deemed cost, 63
deemed disposal
accounting for, 233-234
deemed partial disposal, 234-235
resulting gain or loss, 234
types, 232-233
deferred income, 103-104
deferred tax
accounting policy disclosure, 57
accounting profit, 135
asset, 189-190
depreciation, 136
error, 328-329
example calculation, 136-139
share-based payment, 189-191
tax base, 135
temporary difference, 136
defined benefit pension plan, 156-158
defined contribution pension plan, 156
dependent, close family, 281
depreciated historic cost model
changing policies as required, 55
defined, 361
equity, 195
PPE, 87

depreciation
accumulated, 77
component, 100
deferred tax, 136
definition, 361
estimation techniques, 42
income tax, 134
writing off cost of PPE, 90
derivative, 110-111
dilapidation obligation, 88
diluted EPS, 314-317
dilution
earnings per share,; 313
of existing sharctoiding, 182
diminishing bela'ice method, 91
direct preparation method, 29-31
director
Direci« v of operations, 11
Divector of technical activities and
staff, 11
versus shareholder, 46
disclosure
accounting policy, 56-57
associate, 251-252
business combination, 341-342
construction contract, 337-338
contingency liability, 144-145, 340-341
earnings per share, 318-319
employee benefit, 338-339
error, 326
financial statement, 62—63
goodwill, 334
grant, 104-105
held for sale asset, 336
income tax, 139-140
inventory, 336-337
liability, 124-125
materiality, 274
non-current asset, 334
prior-period adjustment, 335-336
provision, 144-145, 340-341
qualitative, 111
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disclosure (continued)
quantitative, 111
related party, 273-276, 283-287
segmental information, 295-296,
298-301
shared-based payment, 339-340
tangible asset, 334
total comprehensive income, 62
work over time performance, 336-337
dividend
accumulated profit, 46
asset and liability reclassification, 61
associate, 246-247
constructive obligation, 47
defined, 46
discontinued, 49
financial statement, 46-47
income, 175-176
post-dividend profit, 192
domestic GAAP, 68
domestic or civil partner, 280-281

oF o

earnings per share. See EPS
economic activity, 258
effective interest rate, 109
employee benefit
disclosure, 338-339
future development, 345-346
pension plan, 156-160
post-employment, 154, 282-283
retirement, 155
short-term, 155-156, 285-286
enhancing qualitative characteristics, 12
EPS (earnings per share)
basic earnings per share calculation,
303-306
bonus issue, 312-314
calculation, 311-312
diluted, 313-317
disclosure, 318-319

financial statement, 317-319
non-controlling interest, 305
ordinary share, 304
preference share, 304
profit before and after tax, 305
profit figure to calculate, 315-316
retrospective adjustment, 314
rights issue, 308-312
weighted average number of shares,
306-308
where to present, 317
Epstein, Lita
Bookkeeping For Iiummies, 2, 91,
164, 220
equity
defined, 15,179
deprecictea historic cost model, 195
non-¢rrrent asset, 194-200
recocrciliation, 62
retained earnings, 192-194
revaluation model, 195
share capital, 180-181
share premium account, 181-183
share-based payment, 184-191
equity instrument, 106
equity method
associate, 244-251
defined, 362
equity-settled share-based payment, 184
error
accounting policy, 325
adjusting event, 45
balancing, 326-327
comparative segment, 298
deferred tax, 328-329
disclosure, 326
exemption, 330-331
goodwill, 331
non-current liability, 328
related party, 324
statement of cash flow, 329-330
statement of comprehensive income, 327



escalatory/lift, 100
estimation techniques
changes in, 41-42
depreciation, 42
Estonia IFRS use, 16
EU (European Union)
adoption of IFRS, 10, 51
IFRS use, 16
event
accounting policy, 39
adjusting, 45-46
non-adjusting, 45-46
exchange gain or loss, 126
exemption
actuarial valuation in defined benefit
pension plan, 64-65
associate, 244-245
compound financial instrument, 66
consolidation, 206-207
decommissioning liability, 66
error, 330-331
first-time IFRS adopter, 62-67
goodwill, 65
popular, 64-65
property, plant, and equipmert. 65
retrospective application, 04
translation difference, 65
uncommon, 65-66
voluntary, 66-67
expected return on plan assets, 159
expenditure
administrative, 76
servicing, 89
subsequent, 89
expense
defined, 13
writing off asset as, 74
explicit and unreserved statement of
compliance, 67-68
Exposure Draft, 14

ofF e

fair value
deemed cost, 63
defined, 362
finance lease, 130
financial instrument, 107-108
financial liability, 152
future development, 344
impaired value, 113
investment property, 94
PPE, 92
rights issue, 309
voluntary exeription, 67
FASB (Financiel Accounting Standards
Board): 17
FIFO (firaviin, first-out), 38, 40, 362
final s=cry pension scheme, 156-157
finauce lease
Ciassification, 130-131
tair value, 130
lessee rights and obligations, 132
present value, 131
sum-of-digits method, 133
Financial Accounting Standards Board
(FASB), 17
financial instrument
accounting standards, 107
defined, 95
derivative, 11, 110
description of, 106
effective interest rate, 109
financial statement, 108-110
transferred, 110
types, 107-108
financial liability
amortised cost, 151-153
classification, 147, 152
compound financial instrument, 148
convertible financial instrument,
148-151

Index 3 7 7
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financial liability (continued)
defined, 146
fair value, 152
financial statement, 153
financial statement
accounting policy disclosure, 57
adjustment, 44-45
approval, 47-48
associate, 251-255
authorised for issue, 47-48
disclosure issues, 62-63
dividend, 46-47
earnings per share, 317-319
elements of, 12-13
financial instrument, 108-110
financial liability, 153
future development, 344
general purpose, 17-18
going concern, 48-50
goodwill, 209-210
grant, 105
how this book is organised, 3
IFRS compliance, 67
income tax, 134-135
joint venture, 264-266
layout, 19
separate, 208-210
statement of changes:it. exuity, 22-25
statement of comprchensive income,
20, 22
statement of financial position, 19-21
terminology, 18
types, 17-18
financing activities, statement of cash
flows, 32, 36
first-in, first-out (FIFO), 38, 40, 362
first-time IFRS adoption
accounting policy disclosure, 56-57
compliance, 67-68
exemption, 63-67
GAAP versus IFRS policy, 52-54

opening statement of financial position,
58-63
overview, 51-52
policy change, 55-56
fixed asset. See non-current asset
fixture and fitting, 100
foreign currency, 127
foreign exchange difference cost, 81
foreseeable future, 48
forward contract, 110
The Framework for the Preparation and
Presentation of Financial Statement
(IASC Board), 12
freight cost, 75
functional currerncy, 127
fundamentz1 qualitative
characteristics, 12
future c=velopment, IFRS
consolidation, 344
employee benefit, 345-346
iair value, 344
financial statement, 344
income tax, 346-347
insurance contract, 346
joint venture, 345
lease, 344-345
revenue recognition, 345
standards, 343
future economic benefit, 72
future liability, 119-120
futures contract, 111

o(Go

GAAP (Generally Accepted Accounting
Practice)
conflicts between IFRS and US, 17
domestic, 68
versus IFRS policy, 52-55
switch over from, 1
UK, 94
us, 17
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gain
exchange gain or loss, 126
income, 13
gearing, 362
gearing ratio, 124
general purpose financial statement,
17-18
Generally Accepted Accounting Practice.
See GAAP
geographical data, 296-297
going concern
defined, 362
identifying companies that aren’t, 49-50
recognition criteria, 48-49
goodwill
amortising, 359
associate, 248-249, 254
in business combination, 65, 115
calculation, 228-231
disclosure, 334
exemption, 65
financial statement, 209-210
impaired asset, 115-116
impairment, 231-232
joint venture, 263
mistaking when to amortise, 351
government grant, 101-102, 104-105
grant
accounting for, 101
capital-based, 102-103
as deferred income, 103-104
defined, 95
disclosure, 104-105
financial statement, 105
government, 101-102, 104-105
offsetting against asset, 101-102
offsetting against new machine cost,
103-104
reason for giving, 100-101
repaying, 105
revenue-based, 102-103

unfulfilled condition and
contingency, 105
gross method calculation, 229-231, 362
group accounting
amounts owed at year-end, 213-214
intra-group trading, 211-212
non-controlling interest, 213-214
unrealised profit, 212-213
group structure
consolidation, 205-206
intra-group trading, 206
related party, 276-277
Guidance on Implenienting IFRS 8
Operating Seg:ents (IASB), 294

o o

Handboaok (IFRIC), 15
hedge accounting, 64
h<ld tor sale asset
associate, 250-251
defined, 362
disclosure, 336
held-for-trading financial asset, 108
held-to-maturity investment, 108
hire purchase
accounting policy disclosure, 57
leasing commitment, 129
historic rate, 127

o]e

IAS (International Accounting Standards)

amendments, 14

IAS 1 Presentation of Financial
Statements, 18-25, 48, 56, 61, 68, 71,
79, 105, 122, 274, 344

IAS 2 Inventories, 38, 40, 60, 74,
79-80, 97

IAS 7 Statement of Cash Flows,
27, 29-33, 68
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IAS 8 Accounting Policies, Changes in
Accounting Estimates and Errors, 27,
37-38, 42-43, 56-57, 68, 90, 267, 297

IAS 10 Events After the Reporting Period,
27, 44-50, 61

IAS 11 Construction Contracts, 79, 97

IAS 12 Income Taxes, 20, 134, 136, 138,
140, 329, 346-347

IAS 16 Property, Plant and Equipment,
61, 66, 74, 87-92, 96, 99-100

IAS 17 Leases, 129-131

IAS 18 Revenue, 161-177

IAS 19 Employee Benefits, 154-160,
345-346

IAS 20 Accounting for Government
Grants and Disclosure of Government
Assistance, 61, 79, 101-105

IAS 21 The Effects of Changes in Foreign
Exchange Rates, 65, 127

IAS 23 Borrowing Costs, 98-99

IAS 24 Related Party Disclosures,
271-287

IAS 26 Accounting and Reporting by
Retirement Benefit Plans, 155

IAS 27 Consolidated and Separeate
Financial Statements, 204-203, 216,
244, 267, 344

IAS 28 Investments in Assc<iates, 176,
225, 233, 236, 239--241, 262, 267

IAS 31 Interest in Joint Ventures, 236,
257-262

IAS 32 Financial Instruments:
Presentation, 61-62, 106, 146

IAS 33 Earnings per Share, 303-305, 307,
314-315, 317-318, 359

IAS 34 Interim Financial Reporting, 359

IAS 36 Impairment of Assets, 65,
112-116, 232, 244, 248

IAS 37 Provisions, Contingent Liabilities
and Contingent Assets, 47-48, 60, 126,
142-145

IAS 38 Intangible Assets, 55, 61,
83-86, 228
IAS 39 Financial Instruments:
Recognition and Measurement, 80,
106-111, 146, 225, 233, 235-236,
241, 343
IAS 40 Investment Property, 92-94
IAS 41 Agriculture, 76-77, 80
versus IFRS, 10
overview, 9
IAS Plus website, 353
IASB (International Accounting
Standards Boara)
Conceptual Frari=work, 10-13
Exposure Dratt. 14
Guidance or Implementing IFRS 8
Opercting Segments, 294
liabiliry: definition, 118
overview, 10
ctracture, 11
website, 14, 353
IASC (International Accounting
Standards Committee), 10-12
ICAEW (Institute of Chartered
Accountants in England and Wales)
quality assurance visits, 323
website, 353
ICAS (Institute of Chartered Accountants
in Scotland) website, 353
identifiable intangible non-current
asset, 61
IFRIC (IFRS Interpretations Committee)
Committee, 15
decommissioning provisions, 66
Handbook, 15
IFRIC 1 Changes in Existing
Decommissioning, Restoration and
Similar Liabilities, 66
IFRIC 12 Service Concession
Arrangements, 67
overview, 14-15
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IFRS (International Financial Reporting reversing loss, 116
Standards) value in use, 113-115
amendments, 14 impairment
conflicts between US GAAP and, 17 defined, 362
financial statement, 17-25 goodwill, 115-116, 231-232
financial statement compliance, 67 loss, 77, 84
future development, 343-347 recoverable amount, 112
versus GAAP policy, 52-55 import duty cost, 75
versus IAS, 10 income
IFRS 1 First-time Adoption of deferred, 103-104
International Financial Reporting defined, 13
Standards, 51, 58, 68 gain, 13
IFRS 2 Share-based Payment, 157, 184 interest, 177
IFRS 3 Business Combinations, 83, 115, rental, 133
223, 228, 236, 331 total compreneusive, 62
IFRS 4 Insurance Contracts, 346 income tax
IFRS 5 Non-Current Assets Held for Sale accounting jor, 140
and Discounted Operations, 19, 91, capita: allowance, 134
207, 244, 250, 261, 359 deferred tax, 135-139
IFRS 6 Exploration for Fvaluation of cepreciation, 134
Mineral Resources, 89 disclosure, 139-140
IFRS 7 Financial Instruments: financial statement, 134-135
Disclosures, 111, 146-147 future development, 346-347
IFRS 8 Operating Segments, 289, 227, 559 indefinite and finite life, 85
IFRS 9 Financial Instruments, 106, 236, indirect preparation method, 29-31
241, 343 Indonesia IFRS use, 16
IFRS 10 Consolidated Finarcral inflow
Statements, 244, 344-345 defined, 362
IFRS 11 Joint Arrangements, 216, liability, 118
267-268 net cash, 30
IFRS 12 Disclosure of Interests in Other statement of cash flows, 31
Entities, 216, 267 statement of comprehensive income, 22
overview, 9 Institute of Chartered Accountants in
SME and full IFRS difference, 359-360 England and Wales (ICAEW)
website, 14 quality assurance visits, 323
world-wide presence, 15-17 website, 353
impaired asset Institute of Chartered Accountants in
assessing asset from impairment, Scotland (ICAS) website, 353
112-113 insurance contract
fair value, 113 future development, 346

goodwill impairment, 115-116 voluntary exemption, 67
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intangible asset
cost model, 84
defined, 362
disclosure, 334
indefinite and finite life, 85
internally generated, 85
recognition criteria, 83-84
revaluation model, 85
types, 83
voluntary exemption, 67
interest
loan, 98-99
ownership, 227-228
interest charge cost, 81
interest cost, 159
interest income, 177
internally generated intangible asset, 85
International Accounting Standards. See
IAS
International Accounting Standards
Board. See IASB
International Accounting Standards
Committee (IASC), 10-12
International Financial Reporting
Interpretations Committee.See IFRIC
International Financial Reporting
Standards. See IFRS
International Organisaticn of Securities
Commissions (I105CY), 16-17
The Interpretation and Application of
International Financial Reporting
Standards (Mackenzie), 203, 333, 354
Interpretation and Application of
International Standards on Auditing
(Collings), 354
intra-group trading
associate transactions, 249
eliminating on consolidation, 211-212
group structure, 206
related party, 286-287
intrinsic value, 189, 362

inventory
accounting policy disclosure, 57
asset, 79
cost-to-retail ratio, 38
damaged, 81-82
defined, 80, 362
disclosure, 336-337
LIFO (last-in, first-out) method, 40
net realisable value, 80-81
retail method of valuation, 38
inventory value, 31
investing
how this book is crganised, 3
investing activitiss, 31-32, 35-36
investment prop=rty
cost model, 94
defined 92
fair varue, 94
reccgnising and measuring, 93-94
tangible asset, 87
1.03CO (International Organisation of
Securities Commissions), 16-17
irrecoverable tax, 75

° ] °
Japan IFRS use, 16
joint operation, 267
joint venture
versus control, 258-259
defined, 257-258
economic activity, 258
equity accounting method, 261-262
financial statement consolidation,
264-266
future development, 345
goodwill, 263
jointly controlled assets, 260-261
jointly controlled entities, 261
jointly controlled operations, 259-260
proportionate consolidation, 262-266



reason for forming, 258
retained earnings, 263-264
share capital, 263
standards, 267-268

types, 259

voluntary exemption, 66
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Kazakhstan IFRS use, 16

key management personnel, 279-280, 282

o/ o

Laing, Sarah
Tax For Dummies, 157
land, 100
last-in, first-out (LIFO), 40, 362
lease
finance, 130-133
future development, 344-345
hire purchase, 129
operating, 129-130, 133
voluntary exemption, 67
liability
classification, 123-124
contingency, 141-145
current, 122-125
current ratio, 124
decommissioning, 66
defined, 13, 117-118
disclosure, 124-125
financial, 146-153
future, 119-120
GAAP versus IFRS, 53
gearing ratio, 124
how much to account for, 120-122
income tax, 134-140
inflow, 118
matching concept, 118
non-current, 122-125
offsetting asset against, 78-79

59-61
reclassification, 61-62
recognition criteria, 59-61, 118-119
reporting date, 122
rights and obligations, 118-119
selling off parts of subsidiary, 221
trade payable, 125-128
LIFO (last-in, first-out), 40, 362
lift/escalator, 100
listed company, 51-52
loan
breach of loan comnvenant, 17
financial instrument, 108
inability to comply with terms of, 50
interest, 95-99
loss
associzte, 247-248, 252
excaange gain or loss, 126
impairment, 77, 84
1osing control of subsidiary, 226

ol o

machine cost, 75
Mackenzie, Bruce
The Interpretation and Application of
International Financial Reporting
Standards, 203, 333, 354
maintenance and repair, 89
maintenance cost, 76
matching concept, 118, 164
material uncertainties, 49
materiality
explanation of adjustment, 63
immateriality, 74
related party, 274
as sub-section of relevance, 12
writing off asset as expense, 74
membership fee, 174
Mexico IFRS use, 16
mineral rights and reserves, 89

Index 3 77

opening statement of financial position,
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minor item, 88
minority interest, 214
Mirza, Abbas Ali
Wiley IFRS: Practical Implementation
Guide and Workbook, 355
mistake
disclosing in account, 43-44
in previous years’ account, 42-43
prior-period error, 43-44
monitoring visits, 323

o\ o

nature criteria, 274
NCI (non-controlling interest)
carrying amount, 221
dividends, 214-215
earnings per share, 305
net, 362
net asset
associate, 253
defined, 363
net book value, 363
net cash inflow, 30
net present value, 363
net realisable value
accounting policy disclosture, 57
defined, 363
inventory, 80-81
new book value, 137
new realisable value, 77
non-adjusting event, 45-46
non-controlling interest (NCI)
carrying amount, 221
dividends, 214-215
earnings per share, 305
non-current asset
defined, 71, 363
disclosure, 334
equity, 194-200
intangible, 83-86
investing activity, 32
revaluation reserve, 195-197

non-current liability
classification, 122-125
example, 123
failure to split error, 328
reporting date, 122
non-derivative financial asset, 107

o () o

obligation
future liability, 119
liability, 118-119
settling, 143
obsolete asset, 112
offsetting
asset against liability, 78-79
asset and jiebility reclassification, 61
grant ~gainst asset, 101-102
OMR (swner-managed business), 23-25
er.ening statement of financial position
asset and liability reclassification,
61-62
date of transition, 58-59
first-time IFRS adoption, 58-63
recognising asset and liability, 59-61
operating activities, 31, 34-35
operating cycle, 122
operating lease
classification, 129-130
rental income, 133
operating profit, 30, 34
operating segment, 290-291. See also
segmental information
options contract, 111
ordinary share
diluted EPS, 315
earnings per share, 304
financial liability classification, 147
outflow
defined, 363
statement of cash flows, 31

statement of comprehensive income, 22



owner-managed business (OMB), 23-25
ownership

interest, 227-228

risk and reward, 167

oo

par value, 182-183
past service cost, 159
pension plan
accounting policy disclosure, 57
defined benefit, 156-158
defined contribution, 156
exemption, 64-65
final salary pension scheme, 156-157
GAAP versus IFRS, 53
performance, trade receivable, 13
piecemeal acquisition, 236
point-of-sale cost, 76
policy of revenue, 38
post-acquistion profit, 229
post-dividend profit, 192
post-employment benefit
pension plan in operation, 154
related party, 282-283
post-tax profit, 23, 192
PPE (property, plant, and cquipment)
constructed asset, 97
exemption, 65
recognising and measuring, 87-89
selling, 91-92
tangible asset, 87
writing off cost of, 90-91
preference share
asset and liability reclassification, 61
earnings per share, 304
premium, 181-183
primary financial statement, 28. See also
statement of cash flows
principle, 109
principles-based accounting policy, 37

prior-period adjustment, 43-44, 335-336
product, segmental reporting by, 296
production overhead cost, 75
profit
accounting, 135
accumulated, 46
associate, 252
defined, 56
losing control of subsidiary, 226
operating, 30, 34
post-acquisition, 229
post-tax, 23, 192
retained, 23, 56
unrealised, 212=:15, 250
profit and loss reserve. See retained
earnings
property. myaant, and equipment. See PPE
propcertionate consolidation
agy -egated line-by-line basis, 263
c=fined, 363
description, 262-263
reporting format, 263-266
proportionate method of calculation,
230-231
provision
big bath, 142
disclosure, 144-145, 340-341
legal and constructive obligation, 143
over and under, 42-43
overview, 141
recognition criteria, 143
purchase cost, 76

.Q.

qualifying asset, 98-99
qualitative characteristics, 12
qualitative disclosure, 111
quality assurance visits, 323
quality control visit, 323
quantitative disclosure, 111
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raising capital, 181
rebuttable presumption, 347
receivable, 108

reclassification, asset and liability, 61-62

recognition criteria
asset, 59-61
associate, 240
close family, 280-281
contingency liability, 143-144
going concern, 48-49
impairment loss, 116
intangible asset, 84
liability, 59-61, 118-119
provision, 143
related party, 272
revenue, 165-166, 345
reconciliation
equity, 62
segmental information disclosure,
299-301
total comprehensive income, 62
recoverable amount
defined, 363
fair value, 113
reducing balance method 51
regulator, 323
related party
close family, 280-282
control, 277-278
disclosure, 273-276, 283-287
example transaction, 275-276
group structure, 276-277
intra-group trading, 286-287
key management personnel,
279-280, 282
key management transactions, 284
post-employment benefit, 282-283
recognition criteria, 272
reporting incorrect transaction
error, 324

short-term employee benefit, 285-286
significant influence, 278-279
standards, 271
substance-over-form concept, 279
tax implication, 275
termination, 285
remuneration expense, 188-189
rental income, 133
repair and maintenance, 89
reportable segment, 291
reporting date, 122
residual margin, 346
residual value, 90, 763
retail method of v=luation, 38, 363
retained earnings
accounting policy, 40-41
associate, 230, 254
chare«s in equity, 23
defined, 56, 363
joint venture, 263-264
1oss and dividend payment, 192-193
post-dividend profit, 192
post-tax profit, 192
statement of changes in equity, 23-24
transaction, 194
retained profit, 23, 56
retirement, 155
retrospective application, 64
returns, 168-169
revaluation model
defined, 363
equity, 195
intangible asset, 85
policy changes, 55
PPE, 87
revaluation reserve
moving to retained earnings, 198-200
non-current asset, 195-197
revenue
accounting policy disclosure, 57
advance payment, 168
defined, 363



dividend income, 175-176
future development, 345
income, 13
interest income, 177
losing money on contract, 164-165
overview, 161-162
policy of, 38
recognition criteria, 165-166
reliable estimate, 163-164
risk and reward of ownership, 167
royalty, 176-177
sale and return issue, 168-169
selling services, 171-175
straight line basis, 174
supplying goods, 166-171
timing, 162
revenue-based grant, 102-103
revision, 236
rights issue
actual cumulative rights price, 309
adjustment factor calculation, 311
fair value, 309
to raise finance, 308
theoretical ex-rights price, 309-31.
risk adjustment, 346
rolled-up interest, 151
royalty, 176-177
Russia IFRS use, 16

oS e

sale and return issue, 168-169

sale proceeds, 219-220

sales. See revenue

Schedule 1 to SI 2008/410 Companies Act

2006, 102

scrip issue, 312

segmental information
comparative segment, 297-298
defined, 289
disclosure, 298-301
flowchart, 294

long-term financial performance
disclosure, 295-296
management approach to reporting,
292
measurement basis detail, 299
multiple segment aggregation, 293-294
operating segment, 290-291
reconciliation, 300-301
reportable segment, 291
reporting by geographical data,
296-297
reporting by major client, 297
reporting by produacts and services, 296
single operating segment, 293
seller adjustm=ny, 213
selling cost 31
selling PFE, 61-92
separa+ financial statement
concslidation, 208-210
re2son for, 209
Jervice
segmental reporting by, 296
selling, 171-175
servicing expenditure, 89
settlement cost, 159
settlement of court case, 45
share, contingent consideration, 222
share capital
joint venture, 263
statement of changes in equity, 24
statement of financial position, 180-181
share premium account
defined, 181
dilution of existing shareholding, 182
par value, 182-183
share-based payment
calculation, 185-189
cash-settled, 185
deferred tax issue, 189-191
disclosure, 339-340
equity-settled, 184
GAAP versus IFRS, 53
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share-based payment (continued)
share options, 184
transactions involving cash or
shares, 185
vesting condition, 185
voluntary exemption, 67
weighted average exercise price,
339-340
shareholder, 46
short-term employee benefit
recognition criteria, 155-156
related party, 285-286
SIC (Standing Interpretations
Committee), 14
significant influence
calling into question, 242-243
indicators, 241-242
losing, 243-244
related party, 278-279
single operating segment, 293
SMEs (small, and medium entities)
IFRS and full IFRS difference, 359-360
need for IFRS for, 357-358
scope of IFRS for, 358-359
what IFRS does not cover, 359
software sales, 168-169
SSAP 4 Accounting for Govecrninent
Grants, 102
SSAP 9 Stocks and Lor.g-Term
Contracts, 40
standard cost, 364
standards
amendment, 14
consolidation, 204
creating and amending, 10-15
financial instrument, 107
future development, 343
how this book is organised, 3
IFRS-setting steps, 13-14
joint venture, 267-268
related party, 271

Standards Advisory Council, 11
Standing Interpretations Committee
(SIO), 14
statement of cash flow
balancing, 36-37
direct and indirect preparation method,
29-31
error, 329-330
financing activities, 32, 36
GAAP versus IFRS, 54
importance of, 28-29
inflow and outflow, 31
inventory value, 31
investing activitiss, 31-32, 35-36
negative operating cash flow, 29
net cash flovr; 30
operating activities, 31, 34-35
operating profit, 30, 34
precaration example, 32-33
iveparation format, 31-32
taxation paid, 29
UK GAAP, 28
statement of changes in equity, 22-25
statement of comprehensive income
error, 327
income statement, 22
inflow and outflow, 22
profit and loss statement, 22
trading/financial performance, 20
statement of financial position
aggregation, 63
associate, 245-246
line items, 19-20
share capital, 180-181
typical statement, 21
step acquisition
accounting for, 236-238
defined, 235-236
piecemeal acquisition, 236
stepchildren, 280
stock. See inventory



storage cost, 81
straight-line basis, 42, 130, 174, 364
subscription fee, 174
subsequent expenditure, 89
subsidiary
changers in ownership, 223-228
contingent consideration, 221-222
control of, 207-208
defined, 205
disposal, 218-222
keeping control of, 223-224
losing control of, 224-227
ownership interest, 227-228
removing from book, 219
sales proceeds, 219-220
selling off parts of, 220-221
selling outright, 218-219
voluntary exemption, 66
substance-over-form concept, 279
substantial period of time, 98
sum-of-digits method, 133
supplier
deteriorating relation with, 50
late invoice from, 128
swap, 111

oJ e

tangible asset
defined, 364
disclosure, 334
types, 87
tax asset, 53
tax base, 135, 364
tax comp, 134
Tax For Dummies (Laing), 157
tax implication, related party, 275
temporary difference, deferred tax, 136
termination, 285
theoretical ex-rights price, 309-311
total comprehensive income, 62

trade payable

accounting for, 126-127

accrual, 128

defined, 125-126

exchange gain or loss, 126
trade receivable, 13, 35
transaction, accounting policy, 39
transaction cost, 54
transferred financial instrument, 110
translation difference exemption, 65
turnover. See revenue

olf o

UITF (Urgent Issiics Task Force), 162
UK

consolicat=d financial statement, 204

currency, 127

GAAP; 28 94

«ffsetting grant against asset, 102
Ukraine IFRS use, 16
unfinished non-current asset, 96
United Arab Emirates IFRS use, 16
unrealised profit, 212-213, 250
Urgent Issued Task Force (UITF), 162
US GAAP, 17
US SEC (US Securities and Exchange

Commission), 16

oo

Value Added Tax (VAT), 81
value in use

defined, 364

impaired asset, 113-115
valuing inventory, 54
VAT (Value Added Tax), 81
venture capitalist, 240
vesting condition, 185, 364
voluntary exemption, 66-67
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warranty, 168-169
website
Accountancystudents, 351
AccountingWEB, 351-352
Association of Chartered Accountants
(ACCA), 352
Chartered Accountants Ireland
(CAD, 352
IAS Plus, 353
Institute of Chartered Accountants in
England and Wales (ICAEW), 353
Institute of Chartered Accountants in
Scotland (ICAS), 353
International Accounting Standards
Board (IASB), 14, 353
International Financial Reporting
Standards (IFRS), 14

weighted average borrowing rate, 98
weighted average exercise price,
339-340, 364
weighted average number of shares,
306-308
Wiley IFRS: Practical Implementation
Guide and Workbook (Mirza), 355
work over time performance
disclosure, 336-337
selling services, 171
work-in-progress
asset, 79
internal valuation 22
unfinished gooas; $2-83
writing off
asset as expease, 74
constrictea asset, 99-100
PPE ceist, 90-91



