A3 First-time adoption of IFRSs

7.2.16.2 Recognition of previously unrecognised deferred tax assets

At the date of transition, a first-time adopter that has elected not to
restate past business combinations in accordance with IFRS 3 will need
to determine whether any tax loss carryforwards or other deferred tax
assets not recognised at the date of acquisition of subsidiaries meet the
recognition criteria under IAS 12. If so, they should be recognised at the
date of transition.

When a deferred tax asset is recognised on transition that was not
previously recognised in a past business combination, the resulting
adjustment will be made in retained earnings or another reserve used
by the entity for its IFRS 1 adjustments. The carrying amount of goodwill
should not be adjusted because the recognition of previously unrec-
ognised deferred tax assets is not one of the permitted adjustments
to goodwill specifically identified in IFRS 1:C4 (see 7.2.12.1). (But this
does not preclude the adjustment of goadwill if the date of transition falls
during the ‘'measurement period’, as discussed in example 7.2.12.6).

The realisation of previously unrecognised deferred tax assets after the
date of transition is accounted for in accordance with the general require-
ments of IFRS 3 and IAS 12:68 (IFRS 1 does not allow any ongoing
exemptions from these requirements). Therefore, when an entity that
has not restated a past business combination subsequently realises an
unrecognised deferred tax asset that did not satisfy the recognition crite-
ria at the date of transition, the impact will typically be recognised in profit
or loss, and not as an adjustment to goodwill. The only exception to this
will be when acquired deferred tax benefits are recognised within the
‘measurement period’ (generally 12 months after the date of the acquisi-
tion) that result from new information about facts and circumstancas that
existed at the acquisition date. These will be adjusted against gacdwill.

Although the adjustment of goodwill for acquired deferred tax benefits
recognised within the measurement period is not one of ¥1e adjustments to
goadwill permitted under IFRS 1:C4(g) (see 7.2.12.1), it is consistent with the
treatment adopted for other adjustments fo ‘provisional’ values (see 7.2.12.6).

Optional exemptions from retrospective application of other IFRSs 7

m goodwill amortisation was prohibited and the carrying amount

| of goodwill at the date of transition is CU300.

‘At the date of transition, Entity B assesses future profitability and determines
{hat CU100 of the deferred tax benefit can be recovered by the end of 20X6.
" The following journal entry is recorded.

" cu cu

Dr Deferred tax asset 100

©r Retained earnings 100

‘Recognition of the deferred tax asset.

During the year ended 31 December 20X6, Entity B's profitability is even hjgher
than expected and, consequently, all of the tax loss carryforwards are utilised

before they expire.

‘Entity B will account for the realisation of the deferred tax assets after the date
of transition in accordance with IAS 12:68. Because the realisation occurs after
the measurement period (i.e. more than 12 months afier the date of the ariginal

Example 7.2.16.2
Recognition of previously unrecognised deferred tax asset

Entity B presents iis first IFRS financial statements for the year ended
31 December 20X5 with a date of transition of 1 January 20X4. In preparing
those financial statements, Entity B chooses not to restate business combina-
tions prior to the date of transition in accordance with IFRS 3.

Entity B had previously acquired Entity C during 20X2 in a business combina-
tion in which CU300 of goodwill was recognised under previous GAAP, but
CUS00 of deferred tax assets arising from loss carryforwards were not recog-
nised. The loss carryforwards expire on 31 December 20X6. Under Entity B's
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‘acquisitior. of Entity C), it cannot be adjusted against goodwill.

7.2.46:3 Deferred tax asset relating to goodwill previously written off
directly to equity

A deferred tax asset may arise when goodwill has been written off
directly to equity but attracts tax relief on an amortisation basis. Subject
to the usual recoverability criteria, a deferred tax asset should be recog-
nised, at the date of transition, based on the difference between the
carrying amount (i.e. nil) and the tax base (i.e. the amount of future
tax deductions). The adjustment is made against retained earnings (or
another appropriate category of equity); the carrying amount of any
other goodwill may not be adjusted because the recognition of previ-
ously unrecognised deferred tax assets is not one of the permitted
adjustments to goodwill specifically identified in IFRS 1:C4.

Example 7.2.16.3

Deferred tax asset relating to goodwill previously written off directly to
equity

Company D operates in a jurisdiction in which, under previous GAAP, goodwill
was written off directly to equity immediately following a business combination.
The local tax law allows a deduction of 1/20 of the purchased goodwill in each
of the 20 years following an acquisition. Company D acquired a business two
years before the date of transition to IFRSs, and all related goodwill was writ-
ten off directly to equity at that time. At the date of transition, Company D is still
entitled to claim 18/20 of the amount of purchased goodwill as a deduction over
the next 18 years. Company D has elected not to restate past business combi-
nations prior to the date of transition in accordance with IFRS 3.

91




A4 Presentation of financial statements

In accordance with IAS 32, all or part of the amounts recognised for
shares in the statement of financial position may be classified as liabili-
ties. The above disclosure requirements apply irrespective of whether
the shares are classified as equity or debt or a combination of the two
(see also 4.5.2.1).

itis unclear whether the requirement to disclose ‘shares in the entity held
by the entity or by its subsidiaries or associates' refers to the number
of shares held or the amount of the deduction from equity in respect of
such holdings. In the context of the other disclosures required by this
paragraph of IAS 1, the text appears to refer to the number of shares.
This would be appropriate for all of the types of holding referred to in
IAS 1:79(a), including shares held by associates of the entity which are
not deducted from equity as is required for shares held by the entity and
its subsidiaries under paragraph 33 of IAS 32 Financial Instruments:
Presentation.

However, IAS 32:34 states that “[t]he amount of treasury shares held
is disclosed separately either in the statement of financial position orin
the notes, in accordance with IAS 1". This fext refers to the ‘amount’ of
treasury shares rather than their number, but it appears to be a reminder
of the disclosure requirement in IAS 1 rather than an additional require-
ment. -

Because of the uncertainty regarding this disclosure requirement, it mi )
recommended that both of the following be disclosed: (1) the numbe: -
of shares held by the entity and by its subsidiaries and associates. ana
(2) when relevant, the amount of any deduction from equity in rssnect
of treasury shares. i

Some entities such as partnerships or trusts do not have\share capital.
In such cases, information equivalent to that descritbed. above for share
capital should be disclosed, showing changes durifig~the period in each
category of equity interest and the rights, preferences and restrictions
attaching to each category of equity interest. [1AS 1:80]

If an entity has reclassified:
e a puttable instrument classified as an equity instrument, or

e an instrument that imposes on the entity an obligation to deliver td,j
another party a pro rata share of the net assets of the entity only on
liquidation and is classified as an equity instrument, ‘

between financial liabilities and equity, the amount reclassified into and out
of each category (financial liabilities or equity), and the timing and reason
for that reclassification, should be disclosed. [IAS 1:80A]
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Statement of profit or loss and other comprehensive income 5

The terms used in the two bullet points above have the meaning specified
inIAS 32 (see 2.1.2 and 2.1.3 in chapter B3 or, for entities that have not yet
adopted IFRS 9, 2.1.2 and 2.1.3 in chapter C3).

4,5.2.5 Disclosures about reserves

Entities are reqyir_ed to provide a description of the nature and purpose of
each reserve within equity, either in the statement of financial position or in
the notes. [IAS 1:79(b)]

n-.

~ While IAS 1 requires financial statements to include additional informa-
tion as to the nature and purpose of each reserve, it does not provide

| any further clarification regarding what information is needed.

R

| By allowing this information to be disclosed in the statement of financial

. position, the IASB has indicated that the required information might be

vi=:_g_~',;|,|ﬂici\°,ntiy disclosed by a precise wording of the name of the reserve.

Thus, for reserves that are commonly encountered (revaluation reserves

~on propetty, plant and equipment, share premium account, translation

rese’ves in respect of foreign operations etc.), no further explanation

is necessary for investors to understand the nature and purpose of the

TES3IVes.

fowever, if, for example, the entity wishes to designate special reserves

nin equity that are not familiar to users of financial statements,
':_plementary information should be provided regarding the purpose of
he reserve, and how it will be utilised.

5 Statement of profit or loss and other comprehensive
income

5.1 General requirements regarding the presentation of profit or
loss and other comprehensive income

5.1.1 Option to present a single statement or two statements
As discussed in 2.4.2, an entity may either:
[IAS 1:104]

® present a single statement of profit or loss and other comprehensive

income, with profit or loss and other comprehensive income presented
In two sections (a ‘one-statement’ approach); or

: pl‘t?sent the profit or loss section in a separate statement of profit or loss
(@ ‘two-statement’ approach).
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A6 Fair value measurement

the particular asset will be sold or the liability transferred and, co
quently, in determining what price will be achieved if the sale or tran
occurs in that market at the measurement date.

For the purposes of measuring fair value, the transaction to sell the a
or transfer the liability is assumed to take place either:

[IFRS 13:16]
e in the ‘principal market' for the asset or liability; or

e in the absence of a principal market, in the ‘most advantageous markef!
for the asset or liability.

The principal market is defined as “[tlhe market with the greatest volume
and level of activity for the asset or liability”. [IFRS 13:Appendix A]

The most advantageous market is defined as “[tlhe market that maxi-
mises the amount that would be received to sell the asset or minimises ¢
amount that would be paid to transfer the liability, after taking into acca t
transaction costs and transport costs”. [IFRS 13:Appendix A]

Note that, although transaction costs are not deducted (for an asset) or
added (for a liability) when measuring fair value, they are conside
when identifying the most advantageous market for an asset or a li
ity (see 3.5.3).

The principal market should be identified on the basis of the volur:
level of activity for the asset or liability rather than the volume ct |
of activity of the reporting entity's transactions in a particuiar ke
[IFRS 13:BC52) Therefore, the assessment as to which aivwo or
accessible markets is the principal market is made from the perspe
of market participants rather than the entity.

Equally, in the absence of a principal market, the most advanta
market is identified using the assumptions that market parti
would use.

A principal market may not exist, for example, when the volume or
of activity for the asset or liability is the same in two different ma
to which the entity has access, or when there is no observable ma
for the asset or liability. In such circumstances, an entity needs to ide
tify the most advantageous market or develop assumptions from i
perspective of a market participant in a hypothetical most adva
geous market.

IFRS 13 does not require an entity to conduct an exhaustive search ¢
possible markets to identify the principal market (or, in the absen
principal market, the most advantageous market), but an entity is requifss
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Definition of fair value 3

1o take into af;count all information that is reasonably available. In the
absence of evidence to the contrary, the market in which an entity would
normally enter into a transaction to sell the asset or to transfer the liability is
i;;asumed to be the principal (or most advantageous) market. [IFRS 13:1 7]

erefore, an enﬁty is permitted to use the price in the market in which
ormally enters into transactions unless there is evidence that the
ncipal market and that market are not the same. [IFRS 13:BC53]

there is evidence that the market in which an entity would normally
sact is not the principal (or most advantageous) market, the princi-
most advantageous) market should be identified by:

S irstly, identifying other markets to which the entity has access: and

» secondly, when relevant, assessing which of two or more accessible
- markets is the principal (or most advantageous) market. :

| _ﬂ]ere is '@ principal market for the asset or liability, the fair value
reasurerient should reflect the price in that market, even if the price in

a tiferent market is potentially more advantageous at the measur
d ement
Hale. [IFRS 13:18]

3.3.2 Access to the market

"_T_i%i'use the price in the principal (or most advantageous) market as the

basis for measuring fair value, an entity must have access to that market at

'Q_. e _meas_qremept de.:te. Because different entities (and businesses within
*ﬁ_apse fen@mes) with different activities may have access to different markets,
X 'H;e pnncfp_al (or most _advantageous) market for the same asset or liability

:;mlght be different for different entities (and businesses within those entities)

“

"er_efore, the principal (or most advantageous) market should be consid-
from the perspective of the entity, thereby allowing for differences
een and among entities with different activities. [IFRS 13:19]

_fnple 7 of the illustrative examples accompanying IFRS 13
_ n‘_rarisgd at7.2) illustrates a scenario in which two entities measure
me instrument differently because each identifies its principal
et on the basis of the market to which it has access.

ugh an entity must be able to access the market, the entity does not
to be able to sell the particular asset or transfer the particular liability
e mr_aasurement date to be able to measure fair value on the basis of
rice in that market. [IFRS 13:20]

X _mple,_as di_scussed in example 3.2.2.2A, an entity may be
ted from_ selling a particular asset at the measurement date.
theless, if the entity has access to the principal market at that
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A6 Fair value measurement Valuation techniques 8

ation technique does not use unadjusted quoted prices, and in
quent period a quoted price in an active market becomes ayail-
the quoted price should be used because IFRS 13:77 states that
ted price in an active market provides the most reliable evidence
lue and shall be used without adjustment to measure fair value
ver available”, with limited exceptions.

e  Step 2 Entity X adjusts the unobservable forward price points at Yea
10 on the forward price curve such that the model produces a fair
zero.

Because Entity X attributed the inception difference solely to the y

servable electricity prices in the relevant market, any calibratio
ment represents a calibration of these unobservable electricity p
the most recent available information (the forward contract's trans
price). As a result, if Entity X owns a portfolio of contracts whose fa
ues are estimated using long-dated electricity prices in the same
ket, the calibration adjustment to the electricity forward prices would mag
likely also affect the fair value of those other long-dated contracts. '

Similar considerations are also relevant when a calibration results in
ation adjustments to the pricing model's output. In general, calibrati
Justments provide updated information about assumptions used by
participants in assessing unobservable inputs or valuation adjust
Therefore, calibration adjustments may have an effect beyond the re
executed transaction.

e Step 3 Assuming no other calibration adjustments are made and th
observable forward prices remain available for the next three years
calibration adjustments would be removed as the inputs for Years 4 tc
become observable. (For example, at the end of Year 1 of the co
observable forward prices would be available for Years 2 to 4, and
servable inputs for Years 5 to 10 would be used. As a result, the ca

-adjustments for Year 4 should be removed from the valuation as

has become observable.) All calibration adjustments should be remo
once all the unobservabie inputs become observable (e.g. in the |
‘3 years of the contract). In addition, no calibration adjustments shouw?
remain in the model in a period in which settiement has occurred.

nding on the particular circumstances, a change from a valuation
ique that uses unadjusted quoted prices to a different valuation

ted prices for an identical asset or liability are no longer avail-

le; or

oted prices are available, but the market is no longer active. Note,

_however, that prices from relevant observable transactions must be
considered in determining fair value even if the market is not active

9.5); or

 the entity no longer has access to the market in which the prices are
* wuoted. The entity must be able to access the market in order to use
% a quote from that market without adjustment to reflect the lack of
( . access, but the entity does not need to be able to sell the particular
0 or transfer the particular liability on the measurement date
O (see section 3.3 for further details); or

e (quoted prices are no longer based on relevant observable market
~  data and do not reflect assumptions that market participants would
- make in pricing the asset at the measurement date. As discussed at
= 9.7, an entity cannot necessarily assume that a price provided by an
1 ;ﬁ:temal source is representative of fair value at the measurement
date.

0

=

8.9 Changes in valuation techniques

Once a valuation technique has been selected, it shat!d'be applied consis
tently. A change in a valuation technique or its agpiication (e.g. a changs
in its weighting when multiple valuation techniques are used or a change
in an adjustment applied to a valuation technique) is only appropriate if the
change results in a measurement that is equally or more representative of
fair value in the circumstances. [IFRS 13:65]

srease in the volume or level of activity in a market does not
cessarily mean that the market is no longer active (see 10.2.1.1 for
iscussion of active vs. inactive markets) and, consequently, that a
ange in the valuation technique is warranted.

In selecting another valuation technique, when appropriate, an entity

Should maximise the use of relevant observable inputs (e.g. quoted
price for a similar asset or liability with adjustments as appropriate)
-and minimise the use of unobservable inputs.

The Standard provides the following examples of events that might appre
priately lead to a change in valuation technique:

[[FRS 13:65] 3
e new markets develop; !f.ih_efe is a change in the valuation technique used or its application, any
& oW NGB BGORS Ak Tesulting difference should be accounted for as a change in accounting esti-

-:mat_e in accordance with I1AS 8 Accounting Policies, Changes in Accounting
.§$ﬂmaies and Errors; however, the disclosures generally required under
AS 8 regarding a change in accounting estimate are not required for revi-

;?350"8 resulting from a change in a valuation technique or its application
[IFRS 13:66] e '

+ information previously used is no longer available;

» valuation techniques improve; or
» market conditions change.
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A7 Property, plant and equipment Depreciation 7

r

estimate differs significantly from previous estimates of residual value, 42 Cessation of depreciation

effect is accounted for prospectively as a change in estimate, in accord .

with the requirements of IAS 8 Accounting Policies, Changes in Acco

Estimates and Errors. [IAS 16:51] Effectively, the depreciation recog 2

over the remaining useful life of the asset is adjusted to take account ofth 16:55]

PSES BRI O st Vilie: . the date that the asset is classified as held for sale (or included in a
disposal group that is classified as held for sale) in accordance with

" .

mpreciation of an asset ceases at the earlier of:

If the revised estimate of residual value is equal to or greater than the 2
carrying amount, whether due to inflation or otherwise, then the a S 5 Non-current Assets Held for Sale and Discontinued Operations
depreciation charge is zero unless and until its residual value subsequen (see 9.1); and

decreases to an amount below the asset's carrying amount. [IAS 16; -a'i_"' . the date that the asset is derecognised.

5 requires that a non-current asset (or disposal group) be classified
held for sale if its carrying amount will be recovered principally through
ale transaction rather than through continuing use. [IFRS 5:6] For this
be the case, the asset (or disposal group) must be available for immedi-
 sale in its present condition, and its sale must be ‘highly probable’ (see
apter A20 for further guidance).

The definition of residual value refers to the potential disposal value of th
asset if it were already of the age and in the condition expected at th
of its useful life. The amount is therefore quite separate from the curre
value of the asset. If the fair value of the asset exceeds its carrying a
(generally because the entity has adopted the cost model for accounting
for its property, plant and equipment), this does not remove the obligatig

to recognise depreciation. [IAS 16:52] Ry

®

b out requirements in respect of the derecognition of items of
B plant and equipment — see section 9.

Further, the definition focuses on the amount that could cu
be obtained on disposal of the asset, rather than the amount thz
expected to be obtained at the end of the asset's useful life. Tl
expectations as to future increases or decreases in that disposal v
are not taken into account. Thus, an increase in the expected

value of an asset because of past events will affect the depre
amount; expectations of future changes in residual value other

ore, depreciation of an asset does not cease when an asset becomes
‘or is retired from active use unless the asset is fully depreciated. If the
eciation is calculated by reference to the usage of the asset, however, the
ciation recognised may be zero while there is no production. [IAS 16:55]

case, when an asset becomes idle, or is retired from active use, this
trigger the recognition of an impairment loss which will result in the reduc-

effects of wear and tear will not. [IAS 16:BC29] ) tion of the carrying amount of the asset to its estimated recoverable amount.
7.4 Estimates of useful lives \\
* ia*' :
744 Definition of useful life \9 reciation of an asset retired from active use
\é\o par]y Q uses specialised machinery to manufacture its products and is the
The useful life of an asset is defined as: ntity in its market that operates this type of machinery.
[IAS 16:6] Q plans to increase its production capacity by introducing new special-

. q:‘-'_'x,l_ner}g with improved technology. As a result, Company Q will discontinue
g the specialised machinery currently in use. However, in order to protect its
detitive advantage and deny other market participants access to the technol-
Cumpaqy. Q will not sell the machinery currently in use, even though it is still
od working condition; instead, the machinery will be retired from active use
1d ‘mothballed’ by Company Q for potential further use or sale at a later date.

« the period over which an asset is expected to be available for use by,l_
entity; or b

e the number of production or similar units expected to be obtained from
the asset by an entity.

the date of retirement, the fair value less costs to sell of the specialised

7.4.2 Commencement of depreciation hinery exceeds its carrying amount,

Depreciation of an asset commences when it is available for use, i.e. when itis
in the location and condition necessary for it to be capable of operating in
manner intended by management. [IAS 16:55] This is the same point in tirr
which the entity is required to cease capitalising costs within the carrying amouf
of the asset. (See 4.2.9 for guidance as to when this point in time occurs.)

Company Q continue to depreciate the machinery when it is retired from
use and, if so, over what period?

ipany Q should continue to depreciate the depreciable amount of the
AChinery on a systematic basis over its estimated useful life. The useful life
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Presentation and disclosure 9
A8 Investment property

IAS 17 Leases applies to a disposal effected by entering into 3 fing
lease and to a sale and leaseback (see chapter A17). [IAS 40:67)

ce claim
The gain or loss on the retirement or disposal of an investment e

erty is calculated as the difference between the net disposal p
and the carrying amount of the property and is recognised in p
loss in the period of the retirement or disposal. This is subject 0 1
requirements of IAS 17 in the case of a sale and leaseback transactj
[IAS 40:69] '

ng carfied as an investment property burns down during the reporting
valuation of the building in its damaged state is performed at the end

orting period.

'!hé value of the property at the end of the reporting period include any

unt receivable from insurance?

The consideration receivable on the disposal of an investment property
recognised initially at fair value. In particular, if payment is deferr
consideration is recognised initially at its cash price equivalent.

ference between this amount and the nominal amount iS recognised :
interest revenue under the effective interest method in accordance wi
IAS 18. [IAS 40:70] '

‘amount receivable from insurance should be remgnised _s_qperaig%y in
tatement of financial position if it meets the relevant recognition criteria.
i’aiualinn of the property recognised as an investment property should not
the insurance receivable.

9 Pmse&&ation and disclosure

4 P@ntation

Presentation of Financial Statements requires that, when material,
aggregate carrying amount of the entity’s investment property should
presented in the statement of financial position. [IAS 1:54(b)]

There is no definition of ‘cash price equivalent' in IAS 40. It is p
ably intended to equate to the present value of the deferred
but might also encompass a cash price offered by the vendo
alternative to the deferred payment terms.

5"

When any liabilities are retained relating to the property after its disposal
IAS 37 Provisions, Contingent Liabilities and Contingent Assets or

relevant Standards are applied to those liabilities. [IAS 40:71] rEEiz Disclosure

Iﬁ-‘i'.'! General disclosures

3 [ opensatien tol KnpalTireit ot investmentq‘ﬁ; ! y ~ The disclosures required by IAS 40 are made in addition to the disclosures

Impairments or losses of investment property, related claims for or pay required by IAS 17 Leases for leases entered into by lessees and lessors.

ment of compensation from third parties and any st@ nt purchase

@n entity is required to disclose:

[1AS 40:75]

construction of replacement assets are separate ec ic events and ar
accounted for separately. Therefore: \(\

[IAS 40:73] » whether it applies the fair value or the cost model;
* impairments of investment property are recognised in accordance fith * whether, and in what circumstances, properties held ;Jr!der Iope:;gg
IAS 36 Impairment of Assets; leases are classified as investment property when the fair value
~ is used;

* retirements or disposals of investment property are recognised as set iy ’
outin section 7 in accordance with IAS 40:66 to 71; - * the criteria used to distinguish investment property from owner-occupied
property or property held for sale in the normal course of business, when

® compensation from third parties for investment property that that classification is difficult

ir S iven up i ised i r i mes.
Irggeai:ur:gfe!?atlgr N e : s the extent to which the fair value of investment property (as measured
, ' or disclosed in the financial statements) is based on a valuation by an
independent valuer who holds a recognised and relevant professional
qualification and has recent experience in the location and category of

¢ the cost of assets restored, purchased or constructed as replacemenﬁf.l
is determined as set out in section 4 in accordance with IAS 40:20 |
to 29. }
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A10 Impairment of assets

[IAS 36:BC209M & N] Consequently, it appears that the previous.
gation continues to apply between losses or reversals that are in
ally material (covered by IAS 36:130), and other losses or
that are material in aggregate (covered by IAS 36:131).

11.6 Unallocated goodwill

If any portion of the goodwill acquired in a business combination dug
the period has not been allocated to a CGU (group of CGUs) at the
the reporting period (see 8.2.8.3), the amount of the unallocated g

should be disclosed, together with the reasons why that amount remaj

unallocated. [IAS 36:133]

11.7 Cash-generating units containing goodwill or intangible asse

with indefinite useful lives

11.7.1 Information to be disclosed for cash-generating units to

which significant goodwill or indefinite-life intangible assef

have been allocated

The wording below reflects the amendments to I1AS 36:134(c)
2013 (see also the discussion at 11.1). Previously, the Standard res
disclosure, in every reporting period, of the recoverable amounto
CGU or group of CGU's to which a significant portion o_f the
carrying amount of goodwill (or other intangible assets with ind
useful lives) had been allocated. The IASB had intended
disclosures to reporting periods in which an impairment | A
nised or reversed. To achieve this effect, the requiren-\t. dit
recoverable amount of each CGU or group of CG '

from IAS 36:134(c) to IAS 36:130(f) (see 11 .4.1%'

The following information should be disclosed\gegch C§U (or gr
CGUs) for which the carrying amount of goodwill or mtapg;tgie asse
indefinite useful lives allocated to that unit (or group of units) is sign

comparison with the entity’s total carrying amount of goodwill or intang!

assets with indefinite useful lives:

[IAS 36:134]

(a) the carrying amount of goodwill allocated to the unit (or group of uni

(b) the carrying amount of intangible assets with indefinite useful'l

allocated to the unit (or group of units);

(c) the basis on which the unit's (or group of units’) recoverable &

has been determined (i.e. value in use or fair value less COS

disposal);
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Disclosure 11

(g) if the unit's (or group of units’) recoverable amount is based on value

in use:

(i) each key assumption on which management has based its cash
flow projections for the period covered by the most recent bud-
gets/forecasts. Key assumptions are those to which the unit's (or
group of units’) recoverable amount is most sensitive;

. (i) a description of management’s approach to determining the

value(s) assigned to each key assumption, whether those value(s)
reflect past experience or, if appropriate, are consistent with ex-
ternal sources of information, and, if not, how and why they differ
from past experience or external sources of information;

(i) the period over which management has projected cash flows
based on financial budgets/forecasts approved by management
and, when a period greater than five years is used for a CGU (or
group of CGUs), an explanation as to why that longer period is
justified;

(iv) owth rate used to extrapolate cash flow projections beyond

period covered by the most recent budgets/forecasts, and the
()justiﬂcation for using any growth rate that exceeds the long-term

" average growth rate for the products, industries, or country or

countries in which the entity operates, or for the market to which
the unit (or group of units) is dedicated; and

'.{"") the discount rate(s) applied to the cash flow projections;

if the unit's (or group of units’) recoverable amount is based on fair
value less costs of disposal, the valuation technique(s) used to mea-

. sure fair value less costs of disposal. An entity is not required to pro-

vide the disclosures required by IFRS 13. If fair value less costs of

_disposal is not measured using a quoted price for an identical unit (or
- group of units), the following information should also be disclosed:

(i) each key assumption on which management has based its deter-

mination of fair value less costs of disposal. Key assumptions are
those to which the unit’s (or group of units’) recoverable amount is
most sensitive;

~ (i) a description of management's approach to determining the value

(or values) assigned to each key assumption, whether those val-
ues reflect past experience or, if appropriate, are consistent with
external sources of information, and, if not, how and why they dif-
fer from past experience or external sources of information:;

iii) the level of the IFRS 13 fair value hierarchy (see section 10 of
=

chapter A6) within which the fair value measurement is catego-
rised in its entirety (without giving regard to the observability of
. ‘costs of disposal'); and

(iv) ifthere has been a change in valuation technigue, the change and
the reason(s) for making it.

In addition, if fair value less costs of disposal is measured using dis-
‘Counted cash flow projections, the following information should also
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A13 Income taxes

e the legal description or characteristics of the tax imply that the tax is
calculated based on taxable profits; and ]

¢ there is any withholding related to the tax.

The IFRIC (now the IFRS Interpretations Committee) referred to
topic in a rejection notice published in the March 2006 IFRIC U]
The IFRIC noted that the definition of taxable profit implies that
taxes are in the scope of IAS 12, and that the requirement to di
an explanation of the relationship between the tax expense and.
accounting profit implies that taxable profit need not be the sa
accounting profit,

Taxes that are unlikely to meet the definition of an income tax include

e sales taxes (because they are transactional taxes based on s
value rather than on taxable profits);

e production-based taxes (see example 2.5A); and

» ‘tonnage’ taxes (see 2.3).

Care should be exercised in respect of taxes imposed in different juris:
dictions that are referred to by common titles but for which the deta
application varies significantly between jurisdictions (such as "petroleum
revenue taxes' — see example 2.5B). The determination as to whe
such taxes are income taxes should be made on a case-by-case bass O

2.2 Levies

IFRIC 21 Levies, which was issued in May 2013, praviacs guidance
on when to recognise a liability for a ‘levy’ imposed by a government;
a levy is defined as “an outflow of resources arabadying economic
benefits that is imposed by governments on entifies in accordance vith
legisiation (ie laws and/or regulations), other than:

(a) those outflows of resources that are within the scope of -—;';
Standards (such as income taxes that are within the scope ol
IAS 12); and

(b) fines or other penalties that are imposed for breaches of the
legislation”.

Therefore, any levy imposed by a government should be assessed 10
determine if it meets the definition of an income tax (see 2.1). If it
it should be accounted for in accordance with IAS 12 rather than i
accordance with IFRIC 21.

Section 9.4 of chapter A12 provides a detailed description of the
requirements of IFRIC 21.
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Scope 2

Tonnage tax

 some jurisdictions, shipping entities can choose to be taxed by means

5 ‘tonnage tax' instead of under general corporate income tax regu-
ions. Tonnage tax may be paid on the basis of tonnage transported,
_1n=age capacity or a notional profit.

IFRIC (now the IFRS Interpretations Committee) considered
age taxes in a rejection notice published in the May 2009 /FRIC
pdate. The IFRIC noted that taxes based on tonnage transported or
age capacity are based on a gross rather than a net amount, and
on notional income are not based on the entity's actual income
xpenses. Such taxes should not be considered income taxes in
cordance with IAS 12 and should not be presented as part of tax
ense in the statement of comprehensive income. However, the
RIC also noted that an entity subject to tonnage tax might present
itional subtotals in the statement of comprehensive income if that
entation is relevant to an understanding of its financial performance.

2.4 interest and penalties

In many jurisdictions, interest and penalties are assessed on under-
ents or late payments of income tax. In some circumstances,
erest and penalties arise because the tax amount payable could not
‘agreed with the tax authority until significantly after the due date and,
erefore, the interest and penalties could not have been avoided by the
tity. Alternatively, interest and penalties may arise because the entity
made a deliberate choice not to make the appropriate tax payments
‘before the due date.

Interest and penalties assessed on underpayments or late payments of
e tax do not meet the definition of current or deferred tax under
S 12:5 (see 3.1 and 4.1, respectively), regardless of the circumstances
Jin which they arise, and they should be presented in the financial state-
s based on their nature, i.e. either as a finance cost (interest) or an
‘operating cost (penalties).

L ities are sometimes subject to a tax that has different components. It
IS necessary to exercise careful judgement when determining whether
1 gf the components meets the definition of an income tax under
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A13 Income taxes Deferred tax 4

share of Company A's current year profits (i.e. CU15,000) were distrib

deferred tax liability of CU3,750 (CU15,000 * 25%) should therefore be
nised in the consolidated financial statements to 31 December 20X3, jr
tion to the recognition of the tax consequences arising from the remi
CUS5,000.

rests in joint ventures

determination as to who controls the timing of the reversal of the
ry difference in the case of joint ventures is not as clear-cut as
associates (see 4.4.7.5). Investments in joint ventures involve
ntrol, i.e. there is a contractual agreement to share control and
nt venturer exercises unilateral control.

For deductible temporary differences arising in relation to investme
is not necessary to consider the investor's ability to control distriby
from the investee. Recognition of the deferred tax asset is only req
it is probable that the temporary difference will reverse in the fore:
future and that taxable profit will be available against which the temp
difference can be utilised.

‘arrangements for distributions or disposals of shareholdings are
rally dealt with in the joint venture agreement. In most cases,
hough each joint venturer cannot unilaterally declare a dividend,
r can such dividend be declared without each joint venturer's
ent. Therefore, each joint venturer has the ability to prevent
ibutions and, accordingly, prevent the reversal of the temporary
nce. If this is the case, no deferred tax liability should be recog-
if the joint venturer does not anticipate that it will authorise such
butions in the foreseeable future.

The determination of the expected manner of recovery of an investme
in an associate will often require careful judgement. Factors to co
in making this judgement include, but are not limited to:

e whether the investor intends to sell its interest; N
; : res’s it joint operations
e the dividend yield on the investment; and

the reason for acquiring and holding the investment. '*'giur I_FRS 11, the: dete_rmination ;{f the tax implications for joint opera-
: ) g g 4 o s will depend on whether the joint operation is structured through a
When, for example, there has been a regular flow of dividends fro; entity.
the investment in the past, and there is no evidence of an intentio
dispose of the associate (even though a disposal may be a possibili
some future point), this may lead to a determination that the inve:

will be recovered via remittance of earnings by dividend.

int arrangements that are structured through a legal entity but are
rmined to be joint operations because of other facts and circum-
ces (see chapter A27), the same considerations apply as above
t ventures.

4.4.7.6 Recognition of temporary differences associated witil interestsit

joint arrangements
Under IFRS 11 Joint Arrangements, the accounting for-a joint arrangemel
is determined by whether the arrangement is classified.as a joint ventureo
a joint operation (as defined in that Standard).

int operations that are not structured through a legal entity, the

ce of a legal entity would mean that the joint operator does not

rally have the ability to control the reversal of the temporary differ-
Accordingly, deferred tax should normally be recognised.

_ . ] 44.7.7 Change in investment from subsidiary to associate
Irrespective of the method of accounting for joint arrangements, the sam g 24 ;

general considerations apply in respect of deferred tax. rent may cease to have control over a subsidiary (e.g. because

parent sells a portion of the investment or because the subsidiary
es additional shares to a third party) but may retain some of its
ership interest such that the investment is subsequently classi-
as an associate and is, therefore, accounted for using the equity
nod. This change from subsidiary to associate may have deferred

The arrangement between the parties to a joint arrangement usually pals
with the distribution of the profits and identifies whether decisions on SUc
matters require the consent of all of the parties or a group of the paf
When the joint venturer or joint operator can control the timing of the g
tribution of its share of profits of the joint arrangement, and it is probass
that its share of the profits will not be distributed in the foreseeable Tt
a deferred tax liability is not recognised. [IAS 12:43]
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A13 Income taxes Specific applications 5

44 Properties to be recovered through disposal - ‘clawback’ of

Initially, the revaluation uplift and the related deferred tax are ecoy tax depreciation

other comprehensive income and accumulated in the revaluation rese
year a transfer is made from the revaluation reserve to retained earnir

to the depreciation of the revaluation surplus net of tax. = y be anticipated that the carrying amount of a revalued property

e recovered through sale (whether based on management intent
the presumptions established in IAS 12 for non-depreciable prop-
and investment properties — see section 4.2.6). In such cases,
rred tax implications are determined on the basis of the tax
sequences of disposal of the property. It may be that the profit on
osal will be fully taxable, in which case the deferred tax liability
ng on any revaluation of the property will be equal to the revalua-
uplift multiplied by the tax rate. However, frequently, the taxation of
gains is on a different basis (e.g. the taxable gain arising may
mited to the amount of tax depreciation previously claimed). This is
referred to as a ‘claw-back’.

At the time of the downward revaluation, the balance in the revaluahon
is CU140. This is calculated as follows.

Original revaluation uplift
Deferred tax thereon (CU350 x 30%)

Three years' depreciation on net uplift (CU245 x 3/7)

Therefore, the first CU200 of the downward revaluation is recognised as
in other comprehensive income, net of CUB0 related tax. The remaining
ward revaluation of CU200 is recognised in profit or loss (along
related tax).

ch circumstances (i.e. when the disposal is not itself subject to
e tox, but any deduction for tax depreciation previously claimed
xab.'e as a ‘claw-back’), the tax base is the carrying amount less
@axable amounts. This may or may not be equal to the cost less

The downward revaluation reduces the carrying amount below the L
Q 1eprecration to date. This point is illustrated in example 5.4.4.

resulting in a deferred tax asset which IS recognised because the

forecast taxable profits.
Carrying amount Deferred =
tax er mple 5.4.4
Historical Revaluation Tax Temporary liability mMovement comp.
cost uplift base difference (asset) for the year income oy serty to be recovered through disposal
2 s i e e A3 ding (classified as property, plant and equipment) is acquired for CU1,000
i 1.000 - ho00 i 3 i3 5 1 January 20X1. No deferred tax arises on initial recognition of the property,
20X%1 900 - 900 - - - <= s to be depreciated (both for tax and accounting purposes) over five
20%2 800 ~ 800 = £ 2 o . At the end of 20X1, when its carrying amount and tax written down value
20%3 700 350 700 250 105 105 105 800, the property is remeasured to its fair value of CU1,200. At that date,
S0 T o 3 - e xcted that the carrying amount of the property will be recovered through
20X5 500 250 500 250 75 {15)
20X6 200 - 400 (200} (60) {135) (w}j (i8 property were disposed of, the taxable gain arising would be limited to the
20%7 150 — 300 (150) (45) 15 o unt of the tax depreciation previously claimed. The tax rate is 30 per cent.
20X8 100 - 200 (100) {30) 15 = ‘December 20X1 Carrying amount (fair value) = CU1,200
20X9 50 =100 (50) (15) 15 - Tax base = CU1,000*
20Y0 = - = = - 15 =

Temporary difference = CU1,200 — CU1,000 = CU200

If a decision is subsequently taken to dispose of the property, then the de b Deferred tax liability = CU200 x 30% =CLI60
tax implications will need to be re-examined. Because the temporary * The tax base is the carrying amount of CU1,200 less future taxable amounts (i.e. the
ence is calculated on the basis of management expectations as to the ances that would be clawed back on disposal) of CU200. In these circumstanc-

of recovery of the property, when those expectations change the deferred [ tnhererlon NS S nilaquel o the Sryrithen abameie ot GUAN0 st
‘accumulated tax depreciation to date).
position may also change.

refore, at the end of 20X1, a deferred tax liability of CUGO is recngnise"d_;
cause it relates to the revaluation of the property, the debit of CUG0 is recog-
d in other comprehensive income.
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A4 Revenue from contracts with customers General principles and scope 3

« timing of adoption; 3 General principles and scope

e reversal of impairment losses; and a4 Objective of IFRS 15

requirements for non-public entities. e ’ 3 s
o requl P e objective of IFRS 15 is to establish the principles that should be applied

s an entity in order to report useful information to users of financial state-
ts about the nature, amount, timing and uncertainty of revenue and

2 Definitions flows arising from a contract with a customer. [IFRS 15:1]

Appendix A to IFRS 15 provides the following definitions for terms
the Standard.

o A contract is defined as “[a]n agreement between two or more
that creates enforceable rights and obligations”.

Core principle of IFRS 15

‘= core principle of IFRS 15 is that an entity recognises revenue to
ot the transfer of promised goods or services to customers, reflecting
amount of consideration to which the entity expects to be entitled in

e A contract asset is defined as “[aln entity's right to considel
change for those goods or services. [IFRS 15:2]

exchange for goods or services that the entity has transfe
customer when that right is conditioned on something other tha
passage of time (for example, the entity’s future performance)’. = that the core principle is based on the amount to which the entity
&enﬁﬂed', rather than the amount it expects to collect.
goods or services to a customer for which the entity has is @itsrent from a fair value measurement model because, for
consideration (or the amount is due) from the customer”. i S g it generally does not reflect any adjustments for amounts that
i ha entity might not be able to collect from the customer (i.e. customer

e A customer is defined as “[a] party that has contracted with an e it risk). Although this might appear to be a significant change from
to obtain goods or services that are an output of the entity's requirements of IFRS 15's predecessor Standards, previous prac-
activities in exchange for consideration”. were broadly consistent with this approach and many entities have

s determined the amount of revenue on the basis of the amounts
stomer promised to pay. [IFRS 15:BC478] The IASB decided to
sure revenue in this way in response to comments from users of
N statements that they would prefer revenue to be measured at
amount, so that revenue growth and receivables manage-
‘bad debts) could be analysed separately. [IFRS 15:8C260 &

e A contract liability is defined as “[a]n entity's obligation to

e Income is defined as “[ilncreases in economic benefits d
accounting period in the form of inflows or enhancements of
decreases of liabilities that result in an increase in equity, o
those relating to contributions from equity participants”. % s

\@ ntract

« A performance obligation is defined as “[a] promise
a customer to transfer to the customer either:

(a) agood orservice (ora bundle of goods or

i¢e8) that s disting

(b) a series of distinct goods or services that are substantially the sal
and that have the same pattern of transfer to the customer’.

theless, when a customer pays in arrears and the contract contains
i pt‘ﬁnancing_mmponeﬂt,.custmer credit risk will be reflected
‘amount of revenue recognised. This is because customer credit
Iil be ';a:en into account in determining the appropriate discount
see 7.4.6).

e Revenue is defined as “[iincome arising in the course of an entity
ordinary activities”.

« The stand-alone selling price of a good or service is defined as ‘[fin
price at which an entity would sell a promised good or service sepa at
to a customer”.

applying IFRS 15, it is important to evaluate the terms of the contract
d all relevant facts and circumstances. [IFRS 15:3]

33 Consistent application of IFRS 15

11
e The transaction price for a contract with a customer is defin

“[tlhe amount of consideration to which an entity expects to be € )
in exchange for transferring promised goods or services to a custome
excluding amounts collected on behalf of third parties”.

15. should be applied consistently to contracts with similar
eristics and in similar circumstances. This requirement for consistent

cation is specifically extended to the use of any practical expedients.
15:3]
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A14 Revenue from contracts with customers Step 4: Allocate the transaction price to the performance 8

Product Allocated transaction o ,y be possible for an entity to have sufficient evidence to be able to
cu "3 ycate a discount to only one peafonnance obhgation in accordance
N 1 the criteria in IFRS 15:82, but the IASB and FASB expected that
Product A 33 (CUS0/CU1S0 x Cut0p) eaulﬂ only oceur in rare cases. [IFRS 15:3C283)
Product B 17 (CU25/CU150 x CU10 ¥
Product C 50 (CU75/CU150 x CU10g) -
Total ﬁ 5" - .I“ﬁﬂmple 8.3

: Allocating a discount

8.3 Allocation of a discount ' RS 15 lllustrative Example 34]

entity regularly sells Products A, B and C individually, thereby establishing
following stand-alone selling prices:

When the sum of the stand-alone selling prices of the goods or.
promised in the contract exceeds the promised consideration in a cont
the customer has received a discount for purchasing a bundle of g i

Product Stand-alone selling price

formance obligations in the contract unless there is observable evj cu
that the entire discount does not relate to all performance obligations 40
contract. [[FRS 15:81] ' 55
A discount is allocated entirely to one or more, but not all, perfol _45
obligations in the contract if all of the following criteria are met: 140

[IFRS 15:82] In addition, the entity regularly sells Products B and C together for CUB0.

(a) the ‘en_tity regularly se!ts.each.distinct good or service (or each 1§ Case A—Allocating a discount to one or more performance obligations
of distinct goods or services) in the contract on a stand-alone ba ]
| The entity enters into a contract with a customer to sell Products A, B and C
in exchange for CU100. The entity will satisfy the performance obligations for

~each of the products at different points in time.

(b) the entity also regularly sells on a stand-alone basis a bundle {a
dles) of some of those distinct goods or services on a stanu-a
basis at a discount to the stand-alone selling prices; an

The contract includes a discount of CU40 on the overall transaction, which
| would be allocated proportionately to all three performance obligations when
allocating the transaction price using the relative stand-alone selling price
vides observ: " method (in accordance with [IFRS 15:81]). However, because the entity regu-
ance obligations) larly sells Products B and C together for CUB0 and Product A for CU40, it has
; evidence that the entire discount should be allocated to the promises to transfer

Products B and C in accordance with [IFRS 15:82].

(c) the discount attributable to each bundle of goods or s ices de
in (b) is substantially the same as the discount 'contract g
analysis of the goods or services in each buq&r
evidence of the performance obligation (or pe
which the entire discount in the contract belongs.

When the discount is allocated entirely to one or more perfo
obligations in the contract in accordance with IFRS 15:82, the alloca
is made before using the residual approach to estimate the stand
selling price of a good or service in accordance with IFRS 15:79(c) (see
[IFRS 15:83]

If the entity transfers control of Products B and C at the same point in time, then
the entity could, as a practical matter, account for the transfer of those products
as a single performance obligation. That is, the entity could allocate CUB0 of
the transaction price to the single performance obligation and recognise reve-
- |nue of CUB0 when Products B and C simultaneously transfer to the customer.

IFRS 15:82 will typically apply only to contracts for which there
least three performance obligations. This is because an entity
demonstrate that a discount relates to two or more performa
tions when it has observable information 'supporting the si
selling price of a group of those promised goods or services w
are sold together. The Basis for Conclusions on IFRS 15 notes

Ifthe contract requires the entity to transfer control of Products B and C at dif-

| 'hmnt points in time, then the allocated amount of CUB0 is individually allocated

1o the promises to transfer Product B (stand-alone selling price of CU55) and
Product C (stand-alone selling price of CU45) as follows:
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A14 Revenue from contracts with customers

In the circumstances under consideration, Company A has not satisfi
performance obligation at the time when the goods are shipped; the |
mance obligation is to provide the customer with the goods of which the
physical possession will only be passed to the customer when the goods re
the agreed destination. Further, the fact that Company A has managed

while the goods are in transit, by having a contract with the shipping cor

does not mean that it has transferred control of the goods to the custome a
time when the goods are shipped.

With the above analysis, Company A determines that control does not pas
the customer until the goods reach the agreed destination.

It will generally be the case that, when goods are shipped with s
FOB destination shipping terms, control of the goods will be transfe
the customer when the goods arrive at the point of the agreed dest
However, it is important for entities to consider carefully both the terms
contract and other relevant facts and circumstances to determine when
of the goods is transferred to the customer, especially when a contract con
other than standard shipping terms.

When goods are shipped ‘free on board' (FOB) shipping point,
passes to the buyer when the goods are shipped, and the buy
responsible for any loss in transit. On the other hand, when goods &
shipped FOB destination, title does not pass to the buyer until del
and the seller is responsible for any loss in transit.

Some entities ship products using FOB shipping point terms but

practices or arrangements with their customers which result in the =\

continuing to bear risk of loss or damage while the product is in t
If there is damage or loss, the seller is obliged to provide (orhas 3
tice of providing) the buyer with replacement products at 1.0 ac
cost. The seller may insure this risk with a third party ¢ ‘self
the risk (however, the seller is not acting solely as the tuyer's agel
arranging shipping and insurance in the arrangemeants). These
of shipping terms are commonly referred to as “synthetic FOB de
tion" shipping terms because the seller has retained the risk of
damage during transit and, consequently, all the risks and rewal
ownership have not been substantively transferred to the buyer.

An entity will need to evaluate when control of a good transfers

customer under FOB shipping point terms when the entity has a
tice (or an arrangement with the customer) that results in the
continuing to bear risk of loss or damage while the product is in t

When control of a good (that represents a separate performance oD
tion) is deemed to transfer at a pointin time, an entity would be requif
to use judgment in applying the guidance and indicators provided
IFRS 15 to evaluate the impact of shipping terms and practices in
mining when control of the good transfers to the customer.
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Step 5: Determine when to recognise revenue 9

Under typical, unmodified FOB shipping point terms, upon shipment
of the goods, the seller usually has a legal right to payment; title and
risk of loss/damage to the shipped goods transfer to the buyer, and the
seller transfers physical possession of the shipped goods (assuming
buyer, not the seller, has the ability to redirect or otherwise control
e shipment through the shipping entity). Shipping terms generally do
“not affect a customer acceptance term and the latter would have to be
g evaluated separately as to the impact on when control of a good trans-

fers to the buyer. However, if the seller can objectively determine that
the shipped goods meet the specifications agreed-upon in the contract
with the buyer, then customer acceptance would be deemed a formality
.?s noted in IFRS 15:B84 (see 9.4.3). Therefore, under typical unmodi-
' fied FOB shipping point terms, the buyer would obtain control of the

%&hipped goods and revenue would be recognised (subject to the other

-~

.;gaquirements of IFRS 15) upon shipment.

_ The typical FOB shipping point terms as described above may be modi-
‘fied such that a seller is obliged to the buyer (a legal obligation) to
replace guads lost or damaged in transit or is not obliged but has a
histary cf replacing any damaged or lost product (a constructive obliga-
5:-_;‘:0.1) 4t no additional cost. Such an obligation is an indicator that would
:;;q_ed to be considered in determining when the buyer has obtained
.ontrol of the shipped goods. In these situations, the seller should eval-

_ %,nate whether the buyer has obtained the ‘significant’ risks and rewards
of ownership of the shipped goods even though the seller maintains the
risk of loss or damage to the goods during shipping. Such evaluation
“would include a determination as to how the obligation maintained

- by the seller affects the buyer's ability to sell, exchange, pledge, or

herwise use the asset (as noted in IFRS 15:33) and include a consid-
ration of the likelihood and potential materiality of lost or damaged
| s during shipping. This determination as to whether the signifi-
_cant risks and rewards have transferred would constitute but one indi-
cator (not in itself determinative) of whether the buyer has obtained
* control of the shipped goods, to be considered along with the other
 four indicators in IFRS 15:38 (see 9.4.1). Subject to the other require-
[;.'menis of IFRS 15, recognition of revenue at the time of shipment would
. be appropriate if the seller concludes that the buyer has obtained
_ control of the goods upon shipment (based on an overall evalua-
;:'ﬁon of the indicators in IFRS 15:38 and other guidance in IFRS 15).

If control is considered to transfer upon shipment then, as noted in

-p-_lFRS 15:38(d), the seller needs to consider whether the risk of loss or

. damage maintained by the seller during shipping gives rise to another

- performance obligation and, if so, to account for such obligation sepa-

« rately in accordance with IFRS 15. For example, such risks may repre-
- sent another performance obligation if products are frequently lost or
?damaged during shipping.
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A15 Employee benefits

[l

3.3.2 Non-monetary short-term benefits

3.3.3 Short-term paid absences

An entity may pay employees for absence for various reasons (e.g. heli-
days, sickness and short-term disability, maternity or paternity leaye, ju
service and military service). Short-term paid absences may be tlass
as accumulating or non-accumulating. [IAS 19:14]

Accumulating paid absences are those that can be catried forward a '
used in future accounting periods if the current accot:qtirig period’s entit
ment is not used in full. Accumulating paid absences may be further
divided as vesting (when employees are entitled to a cash payment
unused entittement on leaving the entity) or non-vesting (when no such
entitlement arises). [IAS 19:15]

Non-accumulating paid absences cannot be carried forward, i.e. any un
entitlement is lost at the end of the current period and the employee is T
entitled to a cash payment for unused entitliement on leaving the entity.
is commonly the case for sick pay (to the extent that unused past enti
ment does not increase future entitement), maternity or paternity leave,
and paid absences for jury service or military service. [IAS 19:18]

In applying the general requirements set out at 3.3.1 to the expected "~
of short-term paid absences: '

1

Short-term employee benefits 3

AS 19:11]

in the statement of financial position, as a liability (accrued exp
after deducting any amounts already paid, or as an asset (p
expense), if the amount already paid exceeds the undiscounted amgy
of the benefits, to the extent that the prepayment is recoverable (e,
means of a reduction in future payments or a cash refund); and

[IAS 19:13 8 16]

o for accumulating paid absences, the expense should be recognised
~ when the employees render service that increases their entitement to
. future paid absences, based on the additional amount that the entity
expects to pay as a result of the unused entitiement accumulated at the
end of the reporting period; and

o for non-accumulating paid absences, the expense should be recog-
nised only when the absences occur. This is because employee service
does not increase the amount of the benefit.

in profit or loss, as an expense, unless another Standard requires
permits inclusion of the benefits in the cost of an asset (e.g. as pa;
staff costs capitalised in a self-constructed property — see chapter

Foraccumulating absences, the difference between vesting and non-vesting
“does not affect whether an obligation exists and should be recognised, but
does affect the measurement of that obligation, because there is a possibility
that employees may leave before they use an accumulating non-vesting
entittement. Therefore, the expense is measured as the additional amount
that the entity expects to pay, rather than the maximum amount that it could
‘be obliged to pay. [IAS 19:15]

The cost of all short-term employee benefits is recognised as
above. No actuarial assumptions are required (therefore, there:
actuarial gains or losses to address) and, due to their short-term ne
obligations are dealt with on an undiscounted basis.

When non-monetary short-term benefits are provided, the cost of
ing such benefits is measured at the cost to the employer of pro
the benefit and is recognised using the same principles as are ap
to monetary employee benefits.

npany A has 200 employees, who are each entitied to 20 working days of
d Iaave each year. Paid leave is first taken out of the current yaars en‘ti-

a LIFO basis). Unused leave cannot be carried forward more than one year.
E "p}oyees are not entitled to a cash payment for unused leave if they leave

ie. 600 days in totaj] Based on past expenenne Enhty A expects that 175
u=.-: ployees will take no more than their annual entitiement in 20X2 and that the
. ;malnlng 25 employees will, in total, use 70 days of the entitiement brought

e benefit described can be carried forward if the current period's entitle-
| ment is not used in full, but only for 12 months; it is therefore an 'accumulating’
| short-term paid absence. The accumulating paid leave is non-vesting, because
i’mnployees are not entitled to a cash payment for unused leave when they leave
‘Company A's employment (see IAS 19:15).

,,--+ the amount it expects to pay as a result of the unused entittement that has
ar muiated at the end of the penod IAS 19:15 cianﬁes that for non-vestlng

| Therefore, at 31 December 20X1, Company A recognises a liability and an
‘expense equal to the undiscounted amount of 70 days of paid leave (i.e. the
| number of days of the entitiement that are expected to be taken).
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A15 Employee benefits

the benefit is conditional on future service being provided (inc
benefits that increase if further service is provided); or

the benefit is provided in accordance with the terms of an emp
benefit plan; and

e the definitions of the employee benefit categories in IAS 19.

In the circumstances described, Entity A's arrangement has attributes
required service and termination benefits. However, Entity A's arra
would not meet the definition of a termination benefit because, consistent y
IAS 19:162(a), the fact that the bonus payments are wholly conditional
completion of employee service over a period indicates that the benefits
exchange for that service.

This conclusion was confirmed by the IFRS Interpretations Committee
IFRIC Update, January 2012).

Termination benefits do not include employee benefits resulting from
mination of employment at the request of the employee without an en
offer, or as a result of mandatory retirement requirements; those ben
are post-employment benefits. [IAS 19:160]

Some termination benefits are provided in accordance with the terms of
an existing employee benefit plan (e.g. by statute, employment contra .
or union agreement), or they may be implied as a result of the employsr’
past practice of providing similar benefits. Employee benefits provided in
accordance with the terms of an employee benefit plan are termination
benefits if they both result from an entity's decision to terminate an emp hﬁ
ee’s employment and are not conditional on future service being pro ved.
[IAS 19:163]

If an entity makes an offer of benefits available for more than rt peri ‘ d

or there is more than a short period between the offer and the ex ;
date of actual termination, the entity should consider w @r it has estah-
lished a new employee benefit plan and, therefore, her the beneﬁlsf
offered under that plan are termination benefits or post-employment ben-}
efits. [IAS 19:163] !

"

10.2 Employee benefits payable irrespective of reason for .
employee departure

v
Certain employee benefits are payable irrespective of the reason for an
employee’s departure (subject to any vesting or minimum service require=
ments) but the timing of their payment is uncertain. Therefore, although
such benefits may be described in some jurisdictions as termination indem-
nities or termination gratuities, they are post-employment benefits rather
than termination benefits and should be accounted for as post-ernploymenﬁ'
benefits. [IAS 19:164)
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Termination benefits 10

gome entities provide a lower level of benefit for termination of employment
at the request of the employee (in substance, a post-employment benefit)
than for termination of employment at the request of the entity. In such cir-
cumstances, the difference between the benefit provided for termination of
employment at the request of the employee and a higher benefit provided
at the request of the entity is a termination benefit. [IAS 19:160]

10.3 Recognition of termination benefits

A liability and an expense should be recognised for termination benefits at
the earlier of the following dates:

[IAS 19:1 65]

¢ when the entity can no longer withdraw the offer of those benefits; and

» when the entity recognises costs for a restructuring that is within the
scope of IAS 37 Provisions, Contingent Liabilities and Contingent
Assets volves the payment of termination benefits.

g the issue of the timing of recognition of termination benefits,
decided that the factor determining the timing of recognition is
's inability to withdraw the offer of termination benefit. The Board

‘ais0 determined that the inability to withdraw an offer is triggered by differ-

snt events based on whether the termination is subject to acceptance by
the employee or is imposed upon the employee.

In the first scenario (termination benefits payable as a result of an employ-

~ ee’s decision to accept an offer of benefits in exchange for the termination

of employment), the time when an entity can no longer withdraw the offer of
termination benefits is the earlier of:

[IAS 19:166]
+ when the employee accepts the offer; and

» when a restriction (e.g. a legal, regulatory or contractual requirement or
other restriction) on the entity’s ability to withdraw the offer takes effect.
This would be when the offer is made, if the restriction existed at the
time of the offer.

In the second scenario (for termination benefits payable as a result of an
entity's decision to terminate an employee’s employment), the entity can no
longer withdraw the offer when the entity has communicated to the affected
employees a plan of termination meeting all of the following criteria:

[IAS 19:167]

® actions required to complete the plan indicate that it is unlikely that
significant changes to the plan will be made;
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